
IT Distribution Industry 
Financial Performance
Coming Out of the Downturn
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Distributor Sales Results
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Economic slowdown breaks trend of continuous industry growth 

that now shows signs of resuming in 2010.

Distributor sales include ARW/AVT (excluding Semi sales), 

BELM, IM, SCSC, SNX, TECD, and Westcon

Source: GTDC, Industry Research
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Sales Growth Comparison
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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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Windows 7 adds 120 

basis points to vendor 

sales results; Asia less 

affected by downturn

Source: GTDC, Industry Research

Vendor sales  include: CSCO, EMC, IBM (excluding 

services and financing revenue), HPQ, JAVA, and MSFT
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Gross Margins
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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

Source: GTDC, Industry Research
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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
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Gross margin pressure during the economic downturn caused 

operating margin decline.

Source: GTDC, Industry Research
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Operating Income Comparison

-30%

-20%

-10%

0%

10%

20%

30%

40%

2005 2006 2007 2008 2009

Vendors

Distributors

Distributorsô operating leverage compares much more favorably 

(and frequently exceeds) vendor performance in better overall 

economic environment. 

Outpacing Vendors

Distributors leverage higher 

gross margins, improving 

productivity and efficiency.

Vendor Edge

Vendors benefit from less 

severe declines in revenue 

and gross margins. 

Source: GTDC, Industry Research



8

Working Capital Velocity
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Distributors continue to maintain superior working capital velocity 

relative to vendors.

Source: GTDC, Industry Research
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IT Distribution Excels at Inventory Mgmt.

Monthly average inventory-to-sales ratio 

fluctuates significantly for distributors 

across ALL industries
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IT Distribution Excels at Inventory Mgmt.

IT Distributionôs monthly average ratio

is more stable and significantly lower than 

average of all wholesale industries
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Distributor Return on Capital
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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

Source: GTDC, Industry Research
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Return on Human Capital


