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Research Area:

Research area includes the Russian market of semiconductor, passive, electromechanical
components and electronic modules which are used in the manufacture of electronic
equipment. PCBs market is not considered in this research. Sales of large displays for monitors
and TV-sets, as well as sales of computer components for SKD assembly of computer
equipment are left out. The research also did not include integrated supplies of components by
overseas manufacturers of consumer electronics for their assembly facilities in Russia (Samsung
Electronics Rus Company and LG Electronics Rus Company), since decisions on selection of
components and suppliers are made abroad.

Due to large-scale integration of Belarusian and Russian economies, close ties between the
companies of these two countries, and also considering the special customs regime, the market
of electronic components of Russia and Belarus is viewed as a single market. For the sake of
brevity, in the Research we call it the Russian market of electronic components.

Research Methodology

Data collection technique: open-ended interviews conducted face-to-face or via phone,
structured telephone interviews, examination of reports of joint-stock companies, analysis of
customs statistics.

Information analysis and verification: assessments of the distributor market are checked
against the assessments of the market of electronic component manufacturers and against
assessments of the market of customers of electronic components. Data on the largest
distributors, manufacturers and customers of the components are collected from multiple
sources —the company data, assessments from competitors, assessments from suppliers or
consumers. Final research assessments are made taking into account the data from all the
above sources.

2019 Report Features

The report refined and adjusted estimates of past years, sales of 60 of the most prominent
distributors on the market. Sales of Compel and PT Electronics are significantly adjusted. The
estimate of the total sales of Russian distributors for 2017 was adjusted by a decrease of 10%.
Estimates of the volume of deliveries through packers were, on the contrary, underestimated in
previous years, they were adjusted by an increase.
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Russian electronic components market capacity and growth
in the years 2002-2019

The volume and growth of the Russian electronic components market in dollar terms are
presented in Fig. 1 and in Table. 1. The market’s volume is calculated in the prices of the end
customer, including VAT. Market growth is presented as the ratio between sales volume in the
year under review to the sales volume in the previous year.
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Fig. 1. The Capacity and Growth of the Russian electronic components market 2002-2019

Table 1. The Capacity and growth of the Russian electronic components market 2009-2019

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019*

Market Volume, min. USD | 1369 | 1848 | 2310 | 2485 | 2535 | 2745 | 2353 | 2289 | 2724 | 2915 | 2769

Market Growth, % 35% | 35% | 25% | 8% | 2% | 8% |-14% | 3% | 19% | 6% | -5%

Market growth in dollar terms was about 7%. Of these, the growth of physical volumes of
electronic components supplies in 2018 amounted to about 2%, the remaining 5% were
provided by the growth of prices for components associated with a deficit in many product
groups on the world market.

In 2019, we forecast a market decline of about five percent.
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The total market volume in Table 2 and Table 3 is separated by supply chains.

Changes in the market of imported components in physical volumes shall be preferably
evaluated according to Table 2, in dollar terms. The average growth of dollar prices for
imported components amounted to approximately 5% in 2018.

The average annual dollar / ruble exchange rate in 2018 is 7% higher than in 2017. In 2019, the
dollar is expected to grow by another 4%, according to forecasts and plans of the Ministry of
Economic Development of the Russian Federation.

The change in the volume of the Russian-made components market in physical volumes is
better estimated by table 3, in ruble terms. By our estimates, the ruble prices for Russian
components have increased by an average of 5%. At the same time, the average annual ruble /
dollar exchange rate fell by 7%.

Application of Russian components in the military and aerospace engineering is prescribed by
regulatory documents; substitution of these components by imported counterparts is
prohibited.

On the contrary, in the segments of civil production, mainly imported components are used,
Russian analogues are absent in most of the nomenclature. In that part of the nomenclature,
where there are Russian analogues of imported components, as a rule, their price is higher
because of small production volumes.

The application field for Russian-made components in civil products market has changed
insignificantly over the past year. Expansion of Russian-made components supplies to civil use
markets is expectable in the coming years. This will also be facilitated by reduction of the
government orders volume and expansion of sanctions and export restrictions on the supply of
imported components.

The tables show the market volume of distributors of electronic components, as the total sales
volume of Russian and global distributors to end users, including VAT. Direct sales of global
distributors are modified to the prices of the Russian stock (k = 1.35 including logistics, duties
and taxes).
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Table 2. Capacity and growth of the Russian electronic components market in 2018 by supply channels in

dollar terms.

Market volume Supplies Growth Share in the
Volume 2018, | 2018/2017, total market
min. USD. %,USD volume, %

Distribution total available market (DTAM) 2000 8% 70%

Market volume for components produced in 835 -1% 29%

Russia

Market volume for imported components 2115 11% 74%

Market volume for Russian distributors 1640 8% 58%

Volume of direct sales of foreign distributors 360 10% 13%

Volume of direct sales of foreign manufacturers 380 12% 13%

Volume of direct sales of Russian manufacturers | 535 -1% 19%

Table 3. Capacity and growth of the Russian market of electronic components in 2018 by supply channels

in ruble terms.

Market volume Supplies Growth Share in the
Volume 2018, | 2018/2017, total market
bin. RUB. %, RUB volume, %

Distribution total available market (DTAM) 125 16% 70%

Market volume for components produced in 52 6% 26%

Russia

Market volume for imported components 133 19% 74%

Market volume for Russian distributors 103 16% 58%

Volume of direct sales of foreign distributors 23 18% 13%

Volume of direct sales of foreign manufacturers 24 20% 13%

Volume of direct sales of Russian manufacturers | 34 6% 16%
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Quarterly Monitoring of Distribution Sales of Electronic

Components

The schedule of changes in the sales volume of distributors of electronic components quarterly
from 2014 to 2018 and the first quarter of 2019 is shown in Fig. 2, quarterly monitoring data for
two years - in Table 4.
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Fig. 2. A graph of the quarterly changes in the volume of sales by Russian and global distributors of
electronic components.
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Table 4. The change in volume of distribution sales of electronic components relative to previous periods

102017 2Q2017 | 3Q2017 | 4Q2017 102018 | 2Q2018 3Q2018 | 4Q2018 102019
Russian Distributors -
relative volume comparedto | 102,3% | 111,0% | 114,0% | 116,4% | 112,7% | 118,8% | 117,8% | 127,6% 103,8%
40,2014
growth compared to the
same period of the previous 34,5% 38,1% 15,5% 13,3% 10,2% 6,9% 3,4% 9,7% -7,9%
year
growth compared to the 04% | 86% | 27% | 21% | 32% | 54% | -08% | 83% | -187%
previous quarter ’ ’ ’ ’ ’ ’ ’ ’ ’
Global Distributors — o o o o o o o o o
relative volume compared to | 143,9% | 168,0% | 215,4% | 123.5% | 151.6% | 167,2% | 182,1% | 1751% | 1312%
40,2014
growth compared to the o o o o o o o o o
same period of the previous | 42,8% | 44,6% | 453% | 2.3% 5.4% | -0,4% | -155% | 43,8% | -13,5%
year
growth compared to the 19,2% 16,7% 28,3% -42.7% 24.5% 10,3% 8,9% -3,8% -25,1%

previous quarter

100% for the graph of Russian distributors correspond to sales volume of approximately $ 500
million per quarter. 100% of the global distributors graph correspond to sales volume of
approximately $ 100 million per quarter.
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