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There were 9 EMS transactions recorded in 
Q2 2018, up slightly from the 6 recorded in 
Q1 2018. EMS consolidations accounted for 
6 transactions in Q2 2018, or 67% of total 
activity, compared to 50% in the prior quarter.

In Q2 2018, there was one vertical/horizontal 
convergence, the same amount recorded in 
Q1 2018, or roughly 11% of total activity for 
this quarter. OEM Divestitures accounted for 2 
transactions in Q2 2018, representing 22% of 
total activity. 

Transactions categorized as Diversification into 
EMS and Private Equity Investments did not 
account for any transactions in Q2 2018. 

In terms of geography, North America and 
Europe both recorded 3 transactions in Q2 
2018, respectively. Together, these transactions 
represented 67% of total activity in Q2 2018. 

One transaction, or 11% of the total, occurred 
in Asia. There were 2 cross-border transactions 
in Q2 2018 (22% of the total), one of which 
occurred between a 

high-cost region and a low-cost region, and 
one of which occurred between two high-cost 
regions. No transactions were isolated to only 
South America.

In terms of transaction size, Large Tier EMS 
providers did not account for any of the 
transactions in Q2 2018. Mid Tier EMS providers 
accounted for 3 acquisitions, representing 
approximately 33% of total activity. There 
were 6 acquisitions by Small Tier EMS providers 
during the quarter, representing approximately 
67% of the total.

Q2 2018 SummaryAnnouncements
 � IMI Subsidiary acquires 

Toppan Touch Panel 
Products (Apr-18)

 � Elemaster acquires GDM, 
adds locations in Belgium 
and Romania (Apr-18)

 � VTech to acquire 
manufacturing facility from 
Pioneer Corporation   
(May-18)

 � Hindley Circuits buys design 
shop Irridian Industrial 
Electronics (May-18)

 � lingShot Assembly acquires 
BEI Electronics (May-18)

 � Kimball Electronics acquires 
GES Holdings (May-2018)

 � CCS Customer Care & 
Solutions acquires NewTal 
Elektronik (Jun-2018) Completed EMS Transactions
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Quarterly Comparison—EMS M&A by Deal Type
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EMS Size Guide 
(Sales Dollars)
 � Large (Tier I) Greater than 

$3 billion

 � Mid (Tier II) $300 million to 
$3 billion

 � Small (Tier III) 
Below $300 million

Sources: All information contained in 
this newsletter including the charts 
was obtained from company websites, 
Custer Reports, Lincoln International’s 
internal data, Manufacturing Market 
Insider and Capital IQ.

EMS companies have exhibited mixed results 
with varying margin fluctuation across industry 
tiers.

The three graphs on the following page provide 
an overview of gross margin, operating income 
margin, and EBITDA margin performance from 
2002 through LTM Q2 2018.  Each graph shows 
the margin performance by tier.

The Large Tier EMS companies’ gross margin 
and operating margins decreased slightly to 
6.8% and 2.5%, respectively, in the last twelve 
months (“LTM”), down from 7.3% and 2.9% 
for the same period in 2017. EBITDA margins 
also experienced a decline, falling from 5.3% 
to 4.7%. Mid Tier companies demonstrated 
similar declines across margin performance. 
Gross margins fell from 8.9% to 8.6%, while 
operating margins declined from 3.8% to 
3.3%. EBTIDA margins experienced decreased 
slightly from 5.8% to 5.2% for the same period 
in 2017. 

The Small Tier also saw a decrease in all three 
metrics on an LTM basis to 10.0%, 0.2% and 
2.4% for gross margin, operating income 
margin and EBITDA margin, respectively, 
down from 10.4%, 0.4% and 2.7% for the 
same period in 2017.  

On a percent change basis comparing the 
LTM Q2 2018 results with the same period a 
year ago, in the Large Tier, Jabil Inc. showed 
the most improvement in operating margin to 
2.8% from 2.7%; while IEC Electronics Corp 
significantly led the Small Tier in operating 
margin improvement improving from 0.0% 
to 1.9%. All companies in the Mid Tier 
experienced significant operating margin 
degradation – Kimball Electronics, Inc. was 
impacted least with a decline from 4.2% to 
4.0%, while Key Tronic Corporation was most 
impacted with a decline from 2.3% to 1.3%.

Margin Performance in the EMS Industry

Quarterly Comparison—EMS M&A by Geography

Note: “High/High” indicates cross-border transactions between Japan, Taiwan, Western Europe and U.S./Canada; “High/Low” 
indicates cross-border transactions between high-cost regions and low-cost regions.
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Margin Data
 Gross Margin Operating Margin EBITDA Margin
Large Tier    
Celestica 6.5% 2.7% 3.9%
Flex 6.3% 2.0% 4.1%
Jabil 7.9% 2.8% 6.4%
Sanmina 6.7% 2.5% 4.2%
Average 6.8% 2.5% 4.7%

Mid Tier   
Benchmark 9.1% 3.4% 5.2%
Key Tronic 7.7% 1.3% 3.0%
Kimball 8.0% 4.0% 6.4%
Plexus 9.5% 4.6% 6.3%
Average 8.6% 3.3% 5.2%

Small Tier   
IEC 11.9% 1.9% 4.0%
Nortech 10.9% -0.5% 1.7%
SigmaTron 9.6% 1.2% 3.2%
SMTC 7.8% -1.7% 0.6%
Average 10.0% 0.2% 2.4%
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Amsterdam
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Disclaimer
This document contains significant assumptions and has been prepared based on publicly available information, or additional 
information supplied by the owners and/or managers of the company(ies) described in this document, which has not been 
independently verified. Accuracy and completeness of the information provided has been presumed and, therefore, its content 
may or may not be accurate and complete. No representation or warranty, either express or implied, is provided in relation to 
the accuracy, completeness or reliability of the information or statements made in this document and Lincoln International, its 
affiliates, directors, officers, employees and representatives expressly disclaim any and all liability with regards thereto. This 
document has been prepared for informational purposes only, is not a research report (as such term is defined by applicable 
law and regulations) and is not to be relied on by any person for any purpose. In addition, it is not to be construed as an 
offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading 
strategy. No part of this material may be copied or duplicated in any form, or redistributed, without the prior written consent 
of Lincoln International.
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Lincoln’s Global Electronics Team

South America
James Sinclair
Managing Director and President - Brazil (São Paulo)
+55-11-2166-8835
jsinclair@lincolninternational.com

Europe
Phillip McCreanor
Managing Director (London)
+44 (207) 632-5257
pmccreanor@lincolninternational.com

Øyvind Bjordal
Managing Director (Zurich)
+41-79-402-80-40
o.bjordal@lincolninternational.ch

Géraud Estrangin
Managing Director (Paris)
+33-0-1-53-53-18-18
g.estrangin@lincolninternational.fr

Richard Floto
Managing Director (Frankfurt)
+49-69-97-105-400
r.floto@lincolninternational.de

Eric Wijs
Managing Director (Amsterdam)
+31-20-7670-310
e.wijs@lincolninternational.nl

Iván Marina
Managing Director (Madrid)
+34-91-129-4996
i.marina@lincolninternational.es

North America
Jack Calderon
Managing Director (Chicago)
+1 (312) 580-6289
jcalderon@lincolninternational.com

Chaim Lubin
Managing Director (Chicago)
+1 (312) 506-2753
clubin@lincolninternational.com

Patrick McGrath
Vice President (Chicago)
+1 (312) 506-2727
pmcgrath@lincolninternational.com

Asia
Tetsuya Fujii
Managing Director and President - Japan (Tokyo)
+813-5549-7680
tfujii@lincolninternational.com

Gaurav Marathe
Managing Director and CEO – India (Mumbai)
+91-22-4067-0300
gmarathe@lincolninternational.com

James Fang
Managing Director (Beijing)
+86-10-6468-6458
jfang@lincolninternational.com

About Lincoln International
Lincoln International specializes in merger and acquisition advisory services, debt advisory 
services, private capital raising and restructuring advice on mid-market transactions. Lincoln 
International also provides fairness opinions, valuations and joint venture and partnering 
advisory services on a wide range of transaction sizes. With twenty offices in the Americas, 
Asia and Europe, Lincoln International has strong local knowledge and contacts in key global 
economies. The firm provides clients with senior-level attention, in-depth industry expertise and 
integrated resources. By being focused and independent, Lincoln International serves its clients 
without conflicts of interest. More information about Lincoln International can be obtained at  
www.lincolninternational.com.
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