4(Q’05 FINANCIALS CONFIRM ROBUST GLOBAL GROWTH - SOME DECELERATION AND BUMPY TIMES LIKELY IN 2006

4Q’05 financials confirm
robust global growth

Some deceleration and bumpy times likely in 2006

s 4QQ°05 financial
reports are released,
we begin to get a

good picture of how the end
markets performed as 2005
closed. Using quarterly
composites of revenue, net
income and inventory for
representative companies in
each sector, it is clear that
2005 finished quite strongly.

Instruments and control
equipment (Chart 1) saw sales
grow 10% in 4QQ’05 vs. the
same quarter in 2004.
Communications equipment
performance was also
heartening. The ‘top 6’
telecom companies (Chart 2)
grew almost 11% annually
although growth slowed
slightly to 9% in the fourth
quarter. Wireless-focused
companies did the best.

Global mobile phone
shipments (Chart 4) were
especially robust, with
advanced features and demand
from developing nations
fueling the demand.

Personal computers (Chart 5)
also had an excellent year.

4Q'05 actual except Emerson which is Custer estimate 1

Fourth quarter demand was
substantial as motherboard
makers’ revenues (Chart 6)
surged. However motherboard
demand peaked in November
and will likely drop substantially
and then flatten through 1H'06.

Using semiconductor
shipments to a region as a
broad measure of electronic
assembly activity, all geographic
areas had a good 4Q’05
(Chart 7) although the normal
seasonal slowdown was already
evident by December. The
3/12 rate of growth (Oct to
Dec’05/Oct to Dec’04)

(Chart 8) showed SE Asian
and N America strong but
Europe and Japan contracting
at an accelerating rate. Very
full factories in Asia probably
caused some previously
outsourced electronic
equipment to temporarily
return to N America during
the ‘fall busy season’.

The EMS industry followed
end-market growth. The ‘“Top
11’ world EMS companies
(Chart 9) saw 2005 sales up
11% with the more ‘nimble’

+10%\

Chart 1.

ones outgrowing the industry.
49’05 was especially pleasing
as these same companies grew
17% versus the last quarter of
2004 (Chart 10).

2006 is off to a good start.
I expect continued growth
overlaid with likely disruptive
surges caused by the bumpy
transition to RoHS compliance.

General business
conditions

Sweden’s PCB market is
concerned about banning
TBBP-A. Price increases due
to a switch to more expensive
halogen free laminates could
hurt local business.

Taiwan CCL makers
targeted a 15-20% price rise
for February due to
record-high copper prices.

A strong 4QQ'05 sent
worldwide mobile phone
shipments over 800 million
units in 2005 (Chart 11).
Taiwan handset PCB makers
had strong shipments in
January. The boom of late
2005 continues due to ongoing
‘developing nation’ demand.

Jon and Walt Custer

Design competence in China
continues to steadily progress
as PCB design replaced system
design as the most common
type of electronics design in
the nation in 2005, according
to Gartner Dataquest.

EMServices and
related assembly
activity

Adcotron EMS (which

acquired the assets of

Advanced Electronics in

Boston) has diverse business

strategies. “We will continue

to target medical because
that’s our strength,” said CEO

Agnes Young. “[But] we will

look into other sectors like

communications, networking,
even consumer products.”

Asustek

¢ made an indirect US$3.5
million investment in
Chinese power supply
company Enertronix.

e gained government approval
to buy Askey for NT$7.82
billion (US$245 million).
Asustek will issue 72.4

million new shares of its

Large Worldwide Telecommunications
Equipment Manufacturers ($B)

2000 2001

Nokia
Motorola
Ericsson
Alcatel
Nortel
Lucent
Top 6 Total

27.9
37.6
29.7
28.4
27.9
26.2
177.2

N

28.0
30.0
20.7
22.7
17.5
20.5

-23%

2002

28.9
26.7
153
15.6
10.6
10.8

140.0 107.0 108.2 122.3

Source: Company financial statements
Alcatel & Ericsson calculated @ fluctuating exchange

Chart 2.

2003 2004 2005 '05/'04

% Change

42.4 +15.8
36.8 +6.1
20.3 +12.2
142 140 163 +16.0
10.3 9.9 10.7* +8.8

8.7 9.1 9.2 +04
135.6 +10.8

* 2005 actual except

Nortel which is 1-3Q
actual plus 4Q Custer
estimate

34.0
271
149 184

36.6
34.7
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tooling for new and existing
projects in China and at its
home facility in Salt Lake City.
Elitegroup Computer Systems
is considering a second Latin
American operations center,
possibly in Brazil.

EPIQ, a designer and

producer of electronic and

stock to complete the

acquisition.
Aztech’s new 464,000 SF
EMS facility in Dongguan,
China began operation.
Benchmark Electronics will
shut down Meridian Business
Park, UK, factory and

terminate 150 jobs.

Celestica electromechanical systems and
e appointed James Rowan subsystems, will sell
Exec VP of Worldwide Structuplas-Riesselberg NV to
Operations. ELEX NV, so that it can focus

on its CEM business.

Flextronics

® closed its 400-person Mount
Pleasant, lowa, facility with

¢ bought toy maker
Character’s digital division
group for $16 million for the
goodwill and an additional
sum for the closing inventory.

e laid off 13 at its electronics

production relocated to

sister plants.
CirTran signed a financing
agreement with Cornell
Capital Partners for a $1.5
million, 5% secured convertible
debenture. It will use the net
funds of $1.37 million to fund

assembling unit in
Karlskrona, Southern

2005 actual except Nortel
which is 1-3Q actual plus
4Q Custer estimate

Revenue = 4738 36] 32 27 33

Income 0| -6(-27(-14 12 2

Inventory 2930 23| 19 13 10
Alcate o e okia, Norte

otorola

ed a ating e ange
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Sweden due to an anticipated
slowdown of orders.

e will close its factory in
Finland and transfer
production to Poland
resulting in the loss of
100 jobs.

Foxconn

e led in patent applications in
Taiwan in 2005.

e led the Taiwan IT industry
in 2005 with 63% revenue
growth

e shipped 40 million
motherboards in 2005.

Jabil Circuit

e acquired Celetronix, a

privately-held, India-based

design and manufacturing
services company.

was added to the ArcaEx

Tech Index, a benchmark

for the U.S. tech sector.

Jurong Technologies
incorporated two EMS
subsidiaries in Singapore. It
now holds 60% interest in
Orcom International and
51% interest in I-Blue Digital.
Kimball Electronics has a
5-year plan to reach $1 billion
in revenue through strategic
sourcing, improved efficiency
and profitability and increased
supplier management.
Lexmark is closing its
700-person ink jet printer
plant in Rosyth, Scotland.
LG Electronics India will
increase its local sourcing of
components for its GSM
handsets made in India from
the present 20% to 50% by
the end of 2006.

MACK Technologies
appointed John Whetten

Personal Computer Unit Shipments

2 Units (Millions)

+18%
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Taiwan Motherboard Vendor Sales
Composite of 16 Large Manufacturers

$ (Billions)

CALENDAR YEAR

Company Financial Releases

Albatron, AOpen, Asustek, Biostar, Chaintech, Diamond Flower, Elite Group, Epox, Giga-Byte,
Jetway, Leadtek, Microstar Intl, Shuttle, Soyo, Tul, Universal Scientific

Chart 6.
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Pan International will invest
an additional US$3.5 million
in its Humen, China, plant to
increase production of cables,
connectors, wireless headsets,
PCBs, GPS devices, media and
MP3 players.

Raven Industries will invest
$8 million in its Engineered
Films Division annually over
the next three years.

Relacom (formerly Flextronics
Network Services) will shed
450 which are mostly
administrative staff in Stockholm,
Goteborg and Malmo.
Salcomp has plans to go public
and to centralize its Finnish

General Manager for its
Ciudad Juarez, Mexico, facility
and Tom Dineen General
Manager for its newly acquired
141,000 SF EMS facility in
Melbourne, FL.

Nam Tai Electronics
appointed Ms Patinda Lei
CEO and CFO. Former CEO
and CFO; Joseph Li, was
appointed Vice-Chairman of
J.I.C. Technology Company,
one of Nam Tai Hong Kong’s
subsidiaries.

NOTE appointed Knut Pogost
as President for its subsidiary
NOTE Components. In
addition, he will also be the
Sales and Marketing Director.
Opto Circuits bought EMS
company Altron Industries,
Bangalore, for about

Rs5.20 million.

operations in Salo where it has
recently bought a unit from
Flextronics.

Sanmina-SCI

e CEO Jure Sola received a
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core aerospace and defense
business and to keep
expanding its plant in
Superior, Nebraska.
Three-Five Systems filed a
bankruptcy plan including
reorganization into one
post-bankruptcy entity.

USI will pay NT$350 million
in cash and 20 million
preferred shares of USI’s newly
established subsidiary for
Abit’s motherboard business.
VirTra Systems acquired three
private EMS firms: Altatron
International, Chrysalis

$750,000 salary and no
bonus for the year ended
Oct. 1, 2005.

e Owego NY (PCB factory)
will hire a few engineers and
75 people for manufacturing
positions.

e will withdraw from
Greenock, Scotland, and
transfer work to Hungary -
costing 370 jobs.

Scanfil N.V. may shut down

with a maximum reduction of

171 employees.

Solectron appointed Paul

Tufano Executive VP and

CFO and Fabrice Gomez Manufacturing d.b.a. Altatron
General Manager for EMS, and Dynalyst
Romania. Manufacturing.

Telesis sold its commercial

Materials & process
equipment

Agilent Technologies and

products division to Global
Technology Components
allowing Telesis to focus on its

Large Global EMS Providers
2004 vs. 2005 Sales ($M)
2005/2004

004 2005 Growth %
21,016 63%

Hon Hai (Foxconn) Taiwan 12,865
15,581 -3%

Flextronics * Singapore 16,063

Sanmina-SCI [VEY:N 12,486 11,344 -9%
Solectron USA 12,261 10,207 -12%
Celestica [o:\ELE] 8,840 8,471 -4%
Jabil Circuit USA 6,577 8,095 23%
Elcoteq Network Finland 3,663 5,316 45%
Benchmark Electronics USA 2,001 2,236 12%
Venture Mfg Singapore 1,924 1,964 2%
Universal Scientific Taiwan 1,163 1,450 25%
Plexus USA 1,090 1,270 17%

Total 76,599 84,903 11%

* Does not include PCB maker Foxconn Advanced Technology ($300 M in 2005)

Sources: Company data (4Q'05 = actual or Custer estimate)

Local currency converted at constant 4Q'05 exchange; 32.15 NT$, 1.66 S$, .81
Euro/US$

Chart 9.
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WORLD CELLULAR PHONE SALES
2005

Motorola
17.7%

IDT 1/06

Chart 11.

Speedline Technologies are
conducting joint research on
closed-loop practices for solder
paste printing of PCBAs.
Catalyst Manufacturing is
considering global expansion

for its PCB reworking business.

CDM Electronics appointed
J. A. T. Electronics as its
Canadian representative for its
connectors.

' 6.2%

SonyEricsson

LG Electronics
6.7%

Samsung
12.5%

Total: 826 Million Units

Dover named David Van Loan
CEO of Dover Technologies.
Huntsman, in late January,
was “in serious discussions to
be sold for more than

$4.3 billion to Apollo
Management LP.”

Indium Suzhou achieved
[SO-9001:2000 certification
which focuses primarily on
quality management.

Matsushita Electric Works
developed a halogen-free
coverlay film (FELIOS) for
flex circuits. Volume production
will be in Kunshan, China.
Multiline Technology &

Multiline International

Jon is a member of the IPC and
active in the Technology Marketing
Research Council.

He can be contacted at
jon@custerconsulting.com

Europa reorganized into one
global organization. Paul
Waldner, current Managing
Partner of MIE, will focus on
global sales of Multiline
products as well as the
current and future product

lines of MIE.

Walt Custer is an independent
consultant who monitors and offers
a daily news service and market
reports on the PCB and assembly
automation and semiconductor
industries. He can be contacted

at: walt@custerconsulting.com or
wisit www.custerconsulting.com

Jon Custer-Topai is vice president
of Custer Consulting Group and
responsible for the corporation’s
market research and news
analysis activities.

market-leading publication.
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