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Distributor Sales Results

Economic slowdown breaks trend of continuous industry growth
that now shows signs of resuming in 2010.
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Distributor sales include ARW/AVT (excluding Semi sales),
BELM, IM, SCSC, SNX, TECD, and Westcon
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Sales Growth Comparison

Vendors benefit in 2009 from higher business in Asia and release
of Windows 7, which is now fueling 2010 channel opportunities.
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Vendor sales include: CSCO, EMC, IBM (excluding
services and financing revenue), HPQ, JAVA, and MSFT
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Gross Margins

Gross margins remained relatively stable over the past five years;
pricing pressure caused decline in 2009 as volume slowed, along
with other factors (semiconductor pricing; lower margins in Asia).
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SG&A as a % of Sales

Distributors drove SG&A down from 6.9% of sales in 2002
to 5.7% in 2009, responding to contracting economic conditions.
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Operating Margin

Gross margin pressure during the economic downturn caused
operating margin decline.
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Operating Income Comparison

Di stri butorsd operating | everage
(and frequently exceeds) vendor performance in better overall
economic environment.
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Working Capital Velocity

= Vendors

Distributors continue to maintain superior working capital velocity
10 - m Distributors

relative to vendors.
. .
- #
4 |
z —
0

2005 2006 2007 2008 2009

GLOBAL
@ TECHNOLOGY
DISTRIBUTION
[€]]2/e3 COUNCIL

Source: GTDC, Industry Research



IT Distribution Excels at Inventory Mgmt.

Wholesale Distribution Industry
Inventory4c-Sales ratioc, 2004 to present

J-month moving
average with Trendline

1.50
Monthly average inventory-to-sales ratio
1401 fluctuates significantly for distributors
across ALL industries
1.30
1.20 ’ - —— X ' N
- v _,-ﬁ\" - ,.f "-__.x Py
1.10 :
1.00
T 333 3§23$%93§53§33%353§85%58¢8%8¢8+3
3 £ % 38 3 2 3% & 3 % %33 2 338 3 258 3 2 3 & 3
Wiholesale Distribution Indus iy 20 WHILESALE DISTRIBUTION ECONOMIC REPORT
Fage 14 & 2010 Pembroke Consulling, Inc.

2010 Wholesale Distribution Economic Reports

Computer
Equipment
& Software
Wholesale
Distributors

Single User License

Adam J. Fein, Ph.D.
Pembroke Consulting, Inc.

ZPEMBROKE

GLOBAL
TECHNOLOGY
DISTRIBUTION
(€] COUNCIL



IT Distribution Excels at Inventory Mgmt.

Computer Equipment and Software Wholesale Distributors
Invantory-to-Sales ratio, 2003 to presant
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Distributor Return on Capital

ROIC and ROWC were negatively affected as balance sheet
management was unable to keep pace with earnings decreases.
Both metrics are expected to improve as recovery accelerates
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Return on Human Capita
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productivity more than any other sector
of the wholesale distribution industry.” 1
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Computer Equipment and Software Wholesale Distributors

COMMENTARY
Revenues for wholesale distributors in this sector were S 188.0 billion in 2008, 2 decrease of -2.3% compared to 2008, Pembroke
Consulting forecasts that revenue will grow by 24% in 201025 companies and consumers begin investing in technalogy spending. This
sectorrepresented 4.5% of total wholeszle distribution industry revenues in 2009

2008 was 2n unexpectedly positive yearfor wholesale distributors of technology products. Revenues increased by 11.5% in the fourth
quarter compared to the previous year. Consumer spending oncomputer peripherals and software dropped by only -1.5% in 2009, 2
sharp contrast to many other consumer products. Nonresidential imvestment in equipment and software, 2 component of LS. Gross
Daomestic Product, grew 3t 2n annualized rate of 17.8% inthe fourth quarter of 2009, suggesting business investment i rebounding, too.
Research firm Gartner Inc. expects personzl com puter shipments to increase by 19.7% to 366.1 million wnits in 2010,

This sector continues to improve lzbor productivity more than any other sector of the wholesale distribution industry. Employment fell by
-10.7% in 2009 despite the comparatively moderate revenue decline. These productivity gains translate into favorable wage trends for
employees in this industry. Average non-supervisory szlaries in this sector are 51,195 per week, which iz zlmast 50% higher than the
gverage for the entire wholessle distribution industry. Another bright spot has been the industry’s success 2t managing inventories, as
evidenced by the recard-low inventory-to-s=les ratio achieved in 2009,

Incontrast to most other whaolesale distribution sectors, wholesale distributors of technology products must also contend with the
challenge of product price deflation. As 2 result, inflation-adjusted revenue growth appears much higher than the actual revenue growth,
reflecting growth in units sold and transactional activity without 2 comparable increase inrevenues for those products.
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