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APAC Semiconductor
Industry Trends



Executive Summary

Development of semiconductor companies

. In 2023, the global semiconductor market faced significant challenges, but we expect the market will rebound
in 2024 due to the recovery of downstream demand.

. Nearly half of semiconductor companies remain optimistic on future growth, believing that the Asia-Pacific
market will accelerate growth in the next 3-5 years, and it is expected that corporate revenue will increase by
more than 10%.

. More than 75% of semiconductor enterprises have begun digital transformation or have transformation
plans in place. However, changes in operating models, upgrading of existing systems and lack of talent are the
main challenges faced by enterprises in their digital transformation journey.

. Considering market condition, companies are relatively conservative about potential mergers and
acquisitions. The main purpose of M&A is to obtain the technology to enter new markets. In addition,

companies also face supply disruptions.
. In the future, semiconductor companies will focus on investment in R&D, supply chain stability, and talent
training.

- Geopolitics and costs are the main challenges to supply chain stability. Most semiconductor companies
have adjusted their supply chains to analyze and reduce risks. 50% of companies have adopted
automation/intelligent solutions to improve supply chain visibility.

- Companies are concerned about supply chain stability and talent capacity; big data, machine learning and
cloud computing technologies are utilized to manage these risks.

- Companies choose to focus on employee career path planning and skill development to retain talent to
cope with the impact of lack of talent on project progress and increased costs.




Due to the inflation and weak demand from end-markets,
the global semiconductor market is expected to decline in
2023, but strong rebound is expected in 2024
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Challenging 2023

* The growth of global semiconductor industry has been
relatively weak, due to the increasing inflation and
weakening demand in end markets, particularly those
relying on consumer spending.

* While discrete devices are expected to maintain single-
digit growth in 2023, other categories such as
optoelectronics, sensors, and actuators are expected to
experience negative growth.

Strong market rebound expected in 2024

* The global semiconductor market is forecasted to surge
by 13.1% in 2024, due to the demand recovery from
downstream demand and continued growth in demand
for generative Al products and power discrete devices.

* In addition, the overall demand for electronic devices is
expected to increase due to the growing expectation of
economic recovery.

APAC region contributes to >50% of global semiconductor

industry revenue

APAC Semiconductor Market Size
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APAC’s leading position in global semiconductor industry

* In 2022, APAC region accounted for 57.6% of global
semiconductor industry.

* Among the top 15 global semiconductor companies, four
companies come from APAC

China is the world‘s largest semiconductor equipment

market

* In 2022, Chinese mainland‘s semiconductor equipment
sales accounted for 26% of global semiconductor
equipment sales, and Taiwan (China) accounted for 25% of
global semiconductor equipment sales.

Challenging market environment in the region

* Rising geopolitical tensions, slow post-pandemic recovery,
high inflationary pressures, and demand fluctuations
resulted in a slowdown in the growth of the semiconductor
market in APAC

* Asaresult, the region’s share in global market has been
continuously declining since 2021.



Deloitte’s joint survey with GSA covered enterprises from
the semiconductor value chain in Asia

Geographical Location

6.7%
6'7%—\0_\ = Chinese Mainland
10.0%&‘ = Taiwan (China)
6.7% = Japan
. (]

m SouthKorea
m Other

Q1:What region is your office located at?
Industry Distribution
= IDM
= Foundry
= Fabless com pany

= Other

Q3:How would you best classify your organization?

Size of Organization (By employee number)

6.67%

= Fewer than 4,999
= 5,000 t09,999
= 10,000 to 19,999

= 20,000 or more

Q2:How many employees work for your organization?

3.3°‘
3

Respondent Job Title

= Top Management
team
= Middle level leader

= VP or equivalent
position
m Other

Q4:How would you best classify your job position?

Despite the market challenges, semiconductor players are
optimistic about future growth — close to 50% of the
respondents believe the Asian market growth will
accelerate in the next 3-5 years

Respondent’s prediction about the semiconductor

industry in Asia Pacific in the next 3-5 years

Respondent’s prediction about the demand in APAC

Outer Circle: Electronic Products (Excl. smartphone).
Middle Circle: Automobile. Inner Circle: Smartphone

= The growth wil |
accelerate

= The growth wil |
maintainat the
current level

= The growth wil | be
marginal

Q5:Do you think the semiconductor industry in Asia Pacific
will maintain its growth in the next 3-5 years?

= Increase

m Flat

= Decrease

= Signifiantly
increase

= Signifiantly
decrease

Q6:How do you expect the demand will change in APAC?



~50% of the companies expect annual revenue growth
above 10%, while new product and solution development
is the key measure to achieve the growth target

Respondent’s foresight about the future
business of their organization

in terms of the average annual revenue growth in the next 3-5 years

Organization's future business growth
approach

= 0-5%

= 5-10%

= 10-15%

= 15-20%

= Above 30%

Q7:How do you foresee the future business of your organization, in terms of the
average annual revenue growth in the next 3-5 years?

3.3%

» Strengthen existing
products and solutions
in core markets

» Extend existing
products and solutions
to new markets

= Develop new products
and solutions for core
markets

u Develop new products
and solutions for new
markets

Q8:Which approach best describes how your organization will grow the
business in future?

Talent development and R&D and supply chain stability
are the top investment priorities; but companies still have
significant concerns about the uncertainty of global
environment and competitive threats

Top investment priority for Respondent’s
organization

The key challenges and risks for organization's
business growth

0% 20% 40% 60% 80% 100%

Talentacquisition and
development

Research and development

83.3%
Supply chain stability 66.7%
Digital transformation
Merger and acquisitions
Geographical expansion
Other

Q9:What is top investment priority for your organization in
order to sustain the growth and the competitiveness in the
industry?

90.0%

0% 20% 40% 60% 80%

73.3%

Unstable global environment

Competitive moves/threats

60.0%

Supply network
complexity/continuity

53.3%

Global trade regulation/policy 53.3%

Technological barrier

Industry consolidation /
reorganization

Other

Q10:What are the key challenges and risks for your business
growth?



With due consideration to the market environment,
companies are relatively conservative about potential

M&A activities

The prediction of the average number of deals
that respondent’s organization closes over the

next 3 years

The proportion of organization’s deal-making
involves acquiring targets operating primarily in
foreign markets

= Increase

= Stay the same

= Decrease

= My company is not
undergoing (or planning)
any M&A activities

= Non-disclosure

Q11:Do you expect the average number of deals that
your organization closes, to increase or decrease over
the next 3 years?

= None— we will focus on
domestic transactions
= Lessthan 25%

= 25-50%

= 50-75%
= 75-99%
3.3% " Al
3.3% | s

Q12:In the current economic environment, what proportion
of your organization’s deal-making involves acquiring targets
operating primarily in foreign markets?

The key M&A purposes are to acquire desired
technologies and portfolio, and to enter a new market;
companies are also experiencing supply disruptions

The key reasons and expected outcome from
the M&A deals

The degree of organization currently
experiencing a supply chain disruption

= Accessto technology

= Portfolio expansion

= Entering a new market

= Manufacturing
capability
enhancement
= Other

Q13:What are the key reasons and expected outcome from
the M&A deals?

= Disrupted a fair amount
= Severely disrupted

= Disrupted a little

’

= Not disrupted at all

Q14:Is your organization currently experiencing a supply
chain disruption?



Geopolitics and cost are the key supply chain challenges,
and most companies will adopt small and cautious
adjustments to their supply chain footprint

The major reason of supply chain disruptions

The extent of plans to redesign the supply
chain footprint

0% 20% 40% 60% 80% 100%

80.0%
73.3%

Geopolitical (e.g. political...

Supply chain cost
50.0%
43.3%

Operation (e.g. infrastructure,...

Restrictions (e g. denied persons,...

Weakening financial strength of ...

Cyber (e g. infrastructure, natural...
Other

ESG issues

Q15:What are the major supply chain disruptions you have

observed?

= To someextent - we
plan to make small
changes,butnothing
major to our supply
chain footprint

= To no extent —we have
no plans to make any
changes to our supply
chain footprint

= To a great extent — we
plan to make substantial
changes to our supply
chain footprint

Q16:To what extent does your organization have plans to
redesign your supply chain footprint?

Companies are investing in supply chain solutions
primarily to analyze and mitigate risks; 50% of the
companies already adopted solutions

The greatest benefits to organization investing
in a supply chain solution to mitigate the risks

The extent of leveraging automated/intelligent
solutions to gain visibility into the supply chain

0% 20% 40% 60% 80% 100%

Greater Ability to
analyze/ mitigate risk

Competitiveadvantage over rival
organizations

Visibility acrossmany different
types of supply chain issues

Lower costs (e.g. downtime,
costs to revenue, etc.)

Red uced reputational damage

Q17:In your opinion, what are be the greatest benefits to
your organization investing in a supply chain solution to
mitigate the risks?

= We already have technologyin
place to do this

= We already have technology, and
are currentlyin the process of
implementing it

= We do not have the technology in
place, but have plans to introduce
it within the next 12 months

= We do not have the technology in
place, but have plans to introduce
it beyond the next 12 months

= We do not have the technology in
place,and have noplans to
introduce it

Q18:Does your organization plan on leveraging
automated/intelligent solutions to gain visibility into your
supply chain?



IT and operations are the key owners of digital
transformation; >75% of the companies have either
started digital transformation or made their redesign plans

The role/function that organization is expected
to lead a digital transformation

The extent of plans to redesign your supply
chain footprint

3.3%

= Operations

= Infor mation
Technology

= Manufacturing

= Sales and Marketing

= Engineering

Q19:What role/function in your organization is expected
to lead a digital transformation?

3.3%

m Currently
underway

m We are forming
plans

m Next 12 months

m Next 24 months
m Next 36 months

Q20:When do you plan to undergo your digital
transformation?

Companies are facing challenges of operating model,
upgrading current system/process and lack of talent, while
a consistent digitalization vision and top-down leadership
intervention are crucial to be successful

The key challenges that facing to digital
transformation

The key factors which influence a successful
digital transformation

0% 20% 40% 60% 80%
Operating structure/model 73.3%
Upgrading legacy... 63.3%
Talent/ skills deficit 63.3%
Lack of focus/prioritization 56.7%

Culture resistant to change
Lack of sponsors hip/alignment
Lack of capacity

Getting fund

Other

Q21:What are the key challenges your organization is facing
to digital transformation?

0% 20%

40%

60% 80% 100%

Having a consistent digital...
Strong leadership
Modifying operating model,...
Creatinga culture,...
Focusingon initiatives that...

Creatinga distinct digital...

Establishing dedicated...

Engagingecosystem and...

Q22:In your opinion, what are the key factors which influence
a successful digital transformation?



Due to the lack of qualified talent, companies have to delay
project and outsource jobs which impact the achievement of
goal and increases costs; to retain talent, companies are focusing
on providing clear career roadmap and investing in skill

development.

The key talent management challenges that is
facing

The key talent retention and development
direction

0% 20% 40% 60% 80%

70.0%

Delay in projects due to not...

Needed to outsource some... 61.1%

Employee turnover... 60.0%
Losing good employees to... 43.3%
Inability to complete key... 33.3%
Inability to meetinnovation... 30.0%
Let employees go because... 13.3%

Other 10.0%

Q23:What are the key talent management challenges your
organization is facing?

0% 20% 40% 60% 80% 100%

Provide clear career roadmap
) . 0.0%
and fair promotion...

Invest in skill and tech nical _ o
training 80.0%

Encourage supportand _ )
recognition from supervisors 60.0%
Provide flexibility work _ .
arrangement 53.3%

Other F 10.0%

Q24:What are the key talent retention and development
direction of your organization?

Companies have concerns supply chain stability and talent
capacity; big data analytics, machine learning and cloud
computing technologies are considered to be helpful in

managing these risks

The major risks impacting the semiconductor
industry and the business of the organization

Use or plan to use emerging technologies in
the risk management function

0% 20% 40% 60% 80% 100%

76.7%
63.3%
53.3%

40.0%

Supply chain stability

Talent capability and retention
Political uncertainty
Regulatory/compliance
Intellectual property protection
R&D capability shortfall
Competition threats

16.7%
13.3%
13.3%

Informatio n security 6.7%

Shrinking customer demand 3.3%
Cyber security 3.3%
Financial (e.g.liquidity, asset..m 3.3%

Q25:In your opinion, which are the major risks impacting the
semiconductor industry and the business of your organization?

3.3%

= Big data and analytics
= Machine learning

= Cloud computing

= Robotic process

automation
= Cognitive analytics

m Other

Q26:Does your organization use or plan to use any of the
following emerging technologies in the risk management
function?
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About Deloitte

Deloitte China provides integrated professional services, with our long-term
commitment to be a leading contributor to China’s reform, opening-up and
economic development. We are a globally connected firm with deep roots locally,
owned by our partners in China. With over 20,000 professionals across 31 Chinese
cities, we provide our clients with a one-stop shop offering world-leading audit &
assurance, consulting, financial advisory, risk advisory, tax and business advisory
services.

We serve with integrity, uphold quality and strive to innovate. With our
professional excellence, insight across industries, and intelligent technology
solutions, we help clients and partners from many sectors seize opportunities,
tackle challenges and attain world-class, high-quality development goals.

The Deloitte brand originated in 1845, and its name in Chinese (&%) denotes
integrity, diligence and excellence. Deloitte's global professional network of
member firms now spans more than 150 countries and territories. Through our
mission to make an impact that matters, we help reinforce public trust in capital
markets, enable clients to transform and thrive, empower talents to be future-
ready, and lead the way toward a stronger economy, a more equitable society and
a sustainable world.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its
global network of member firms, and their related entities (collectively, the
“Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of
its member firms and related entities are legally separate and independent
entities, which cannot obligate or bind each other in respect of third parties. DTTL
and each DTTL member firm and related entity is liable only for its own acts and
omissions, and not those of each other. DTTL does not provide services to clients.
Please see www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member
firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities,
each of which is a separate and independent legal entity, provide services from
more than 100 cities across the region, including Auckland, Bangkok, Beijing,
Bengaluru, Hanoi, Hong Kong, Jakarta, Kuala Lumpur, Manila, Melbourne,
Mumbai, New Delhi, Osaka, Seoul, Shanghai, Singapore, Sydney, Taipei and Tokyo.

This communication contains general information only, and none of DTTL, its
global network of member firms or their related entities is, by means of this
communication, rendering professional advice or services. Before making any
decision or taking any action that may affect your finances or your business, you
should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as
to the accuracy or completeness of the information in this communication, and
none of DTTL, its member firms, related entities, employees or agents shall be
liable or responsible for any loss or damage whatsoever arising directly or
indirectly in connection with any person relying on this communication.

© 2024. For information, contact Deloitte China.

About GSA

GSA is Where Leaders Meet to establish an efficient, profitable, and sustainable
high technology global ecosystem encompassing semiconductors, software,
solutions, systems, and services. A leading industry organization that represents
300+ corporate members, including more than 120 public companies, GSA
provides a unique, neutral platform for collaboration, where global executives
interface and innovate with peers, partners, and customers to accelerate industry
growth and maximize return on invested and intellectual capital. Members of the
GSA represent 75 percent of the $575B+ semiconductor industry and continue to
grow.

For more information, visit www.gsaglobal.org.

Follow GSA on LinkedIn, Facebook, Instagram, Twitter, YouTube and WeChat.
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