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Feature Interview by Nolan Johnson
I-CONNECT007

I caught up with Stephanie Martin, senior 
VP of global supply at Vexos, to talk about the 
current landscape of the industry from an EMS 
perspective. Stephanie describes an ongoing 
technology shift occurring with the industry’s 
move to smaller case sizes and why it’s in the 
customer’s best interest to look at the design 
cycle and go as small as they can on compo-
nents.

Nolan Johnson: Stephanie, you were so help-
ful earlier this year when we discussed parts 
shortages; you gave some great global insight. 
What has changed in the industry?

Stephanie Martin: This year has had significant 
changes. Last year through December of 2018, 
we were in the supercycle with shortages and 
extremely long lead times. MLCCs were out for 
52 weeks, and several suppliers did not even 
accept orders. They were in that tight of sup-
ply, so everything was fully allocated, and we 
had that across a number of components. Lead 

times extended, and prices 
rose; it was a pretty bad 
situation. I’ve been in elec-
tronics for over 20 years, 
and it was the worst situ-
ation from a buying per-
spective I have ever seen. 

Starting in January of 
2019, things started to ease 
up. We first caught wind 
of some easing up in Asia 
in late Q4 and early Q1 this year. The distribu-
tors in Asia told me their business was down 
8% in Q4, and then an additional 10% in Q1 
of this year. In their opinion, this was primarily 
driven by a reduction in the automotive indus-
try in Chinese manufacturing and a reduction 
in the number of cellphones being built. As a 
result, that eased up a lot of material. By the 
end of Q1 of this year, we saw available supply 
in most commodities. Prices have been drop-
ping and stabilizing. Lead times are down to 
what we would consider being near normal, 
which is somewhere in the 10–12-week range 
for most components as opposed to 30+ weeks 
last year.

Stephanie Martin

https://smt.iconnect007.com/index.php/article/115816/stephanie-martin-component-supply-challenges-from-the-catbird-seat/115819/?skin=smt


12     SMT007 MAGAZINE   I   NOVEMBER 2019

However, some spotty problems can still hap-
pen. We’re still struggling with MOSFETs, which 
are still in the 30+ week range. I don’t see any 
real change in that happening yet, but most of 
the other components—particularly the MLCCs 
and smaller sizes, such as 0201s and some 
0402s—are down to reasonable lead times. The 
larger case sizes for the MLCCs are still con-
strained, of which the sizes 0603, 0805, and 
1206 are the most common; those still have 
longer lead times with 25 weeks or more, and 
we do not expect to see them improve at all.

The other thing that is holding up the market 
is the launch of 5G technology. Huawei was 
leading the pack in that and was expected to 
release 5G technology toward the end of Q2, but 
that has not happened. It’s not the cellphones 
themselves but the infrastructure, including 
repeaters, power stations, and devices. The big 
concern is those infrastructure devices use the 
same larger case sizes that are still somewhat 
constrained—0603s, 0805s, etc. 

When 5G technology hits, we expect to see 
another wave of constraints. Right now, it’s 
looking like it will be at the end of this year 

or the beginning of next year, but 
at this point, on the larger sizes, 
Murata has pulled out on MLCCs in 
most of those areas. They still have 
some, but no manufacturer is add-
ing capacity in the larger case sizes. 
The capacity we have is all there is, 
and when 5G technology kicks in, 
it will put a strain on the market on 
those parts. 

There’s a major technology shift 
happening to smaller parts, which 
is very similar to what we saw in the 
early 2000s with the change from 
leaded to RoHS, which constrained 
the market. This is a technology 
shift, so the parts are not going to 
get bigger. They’re going to con-
tinue to get smaller, and most cus-
tomers have a very short period of 
time—maybe two to three years—
before the availability is gone on 
those; then, they’re into the gray 
market or constrained parts. Cus-

tomers are going to have to redesign those 
parts, or they’re going to experience extreme 
lead times and high prices, which is going to 
be pushed by 5G infrastructure.

Johnson: We seem to be on the same trajectory 
as at the start of 2019 except that the availabil-
ity has adjusted, not so much by manufactur-
ing capacity, but by changes in the demand.

Martin: Well, the manufacturers have brought 
on capacity in the smaller case size parts, 
like the MLCCs, which were fully constrained 
because the automotive industry, in general, is 
using more and more of those parts; between 
the handset and the automotive industry, they 
drive the demand for those parts. For exam-
ple, a typical electric car may have as many as 
30,000 MLCCs. The iPhone 10 has over 1,000 
MLCCs. If demand and production drop in 
automotive—and China’s a strong user of the 
electric car, to put it in perspective—the avail-
ability comes up. At the same time, manufac-
turers have been adding 10–15% capacity in 
the smaller parts—the 0201s and smaller. They 



NOVEMBER 2019   I    SMT007 MAGAZINE     13

will ultimately take care of themselves. Where 
the problem will be with industrial, medical, 
and defense customers with the longer design 
cycles that use larger parts. There’s no addi-
tional capacity coming on. Any type of device 
that comes in and uses more of those will put 
a strain on the market.

Johnson: That certainly is a change in the land-
scape and sends a cautionary message to those 
who are designing or maintaining designs for 
production to continue to pay attention to the 
parts they’re using and potentially redesign to 
use parts earlier along in the bell curve.

Martin: Yes. That’s what I tell our custom-
ers when we meet with them. You only have 
until the automotive industry backs out of the 
larger parts. In their design cycle, we’re prob-
ably down to two to three years, and then the 
whole market will shift over. If they have not 
designed down to a smaller part size, they’re 
going to have a problem; it’s going to be con-
strained sourcing, limited or no availability, 
and higher prices. There’s nothing on the hori-
zon that says that these larger parts will ever 
come back, and it’s mainly because they are 
the kind of parts that we would call “commod-
ity” or “popcorn” parts. Over the years, they 
have become cheaper and cheaper, so the aver-
age selling price is extremely low, and manu-
facturers have low margins in these types of 
parts, so they are dropping the lines in favor 
of higher margin production. In the case of an 
MLCC, case size 1206, they can build as many 
as 300 0201-size parts at a higher average sling 
price per part than the cost of one 1206. The 
customers have squeezed the margins over 
time to the point that the manufacturers are 
not investing in the larger-size part capacity 
any longer; thus, from their perspective, they 
can get 300+ return in the same space of parts.

Johnson: That is not going to come back, is it? 

Martin: No. The only ones that will stay are 
those that are high voltage because they can’t 
get the capacitance yet; “yet” is the keyword. 
They can’t get the capacitance yet in the high 

voltage part. Over-100-volt parts still have to 
be the larger sizes, but the smaller sizes—any-
thing that’s 50 volts or less—can get a higher 
capacitance in a smaller part, so they’re going 
to shift and move the volume production there. 
There will always be some suppliers that pro-
duce a larger part, but there will be fewer sup-
pliers, the lead times will go out, and the prices 
will go up because they become more of a spe-
cialty item then.

Johnson: How are things for Vexos? What’s 
your perspective on the market from Vexos’ 
business?

Martin: We’re doing very well and growing the 
business. We’ve added a number of new cus-
tomers on a regular basis, and our key focus is 
design services and information like I’m giving 
you. As a standard practice for our customers, 
we analyze the health of their BOMs. We tell 
them the life cycle of their parts. We tell them 
which MLCCs are going to be sourcing prob-
lems for them, both short-term and long-term, 
and those become differentiators for us. Our 
business is very strong. Most of the stress is off 
of the buyers, so they’re in a planning mode. I 
wouldn’t say it’s a buyer’s market yet, but it’s 
very close to being one again.

We believe the market is in more of a lull 
than a major shift. We’re watching 5G technol-
ogy because once that kicks in—which it will 
start in China first, and then Europe and the 
U.S.—you’ll have telecom companies replac-
ing infrastructure worldwide. Then, every-
body, including me, will want new cellphones 

Most of the stress is off of 
the buyers, so they’re in a 

planning mode. I wouldn’t say 
it’s a buyer’s market yet, but it’s 
very close to being one again.
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so that we can get this new, whizzy technol-
ogy. That’s going to cause us another spike in 
the market when that happens.

Johnson: You touched on something that runs 
counter to history, as I recall, in the form of a 
5G rollout in China first. Usually, that sort of 
stuff rolls out in Europe first.

Martin: Huawei was the Chinese company 
leading the pack and was almost ready to roll 
out, but I think the U.S. restrictions delayed 
that. The constraints the U.S. put in in terms 
of restrictions on data going to companies and 
individuals have limited the number of Amer-
ican companies that can work with Huawei, 
which is a concern. For instance, Qualcomm is 
a big component of Huawei. It has thrown a bit 
of a delay in Huawei, and I believe that’s part 
of the reason it hasn’t rolled out. The same is 
true with the Android system; they’re having 
to look at developing their own system. Right 
now, the game plan from everything we hear 
from the suppliers is it rolls out in China first, 
and then Europe. The U.S. is hesitant as to 
which companies they’re going to work with. I 
don’t think they decided, but I believe the U.S. 

has restricted using any Huawei products, so 
even if they rolled out, we wouldn’t get them 
here.

Johnson: That’s great information. What do 
you expect to change over the next five years?

Martin: I expect us to see more parts go to the 
end of life at a faster pace. We’re at the begin-
ning of this rollout of moving to smaller case 
sizes, so I see a lot of sourcing issues going 
on with customers that are hesitant to redo 
their design. We’re going to have some stum-
bling blocks and delays with those customers, 
particularly in medical where it takes almost 
18 months to requalify. We’ll also have some 
issues with customers not redesigning their 
product in a timely manner, which is going to 
create a gray market that may increase the like-
lihood of counterfeits. When there’s a supply 
shortage, you see more counterfeit opportuni-
ties. Overall, this technology shift is going to 
continue to happen; it has already started, and 
it will ripple through all of the other commod-
ities. Right now, you see it in the MLCCs and 
the resistors, in particular, but it will ultimately 
ripple through the entire technology base.
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Johnson: Usually, the next ques-
tion we ask in these conversa-
tions is, “What keeps you up 
at night?” I think you probably 
just answered that (laughs).

Martin: I did (laughs). Because 
my team is global, every time 
there’s a problem, we get 
involved as the escalation path 
from all the sites. Every day is 
a challenge for a new short-
age, and it’s holding up reve-
nue and shipments. So, what 
can you do, and how can you 
do it? We’re always trying to 
find solutions. I would tell you 
that every day brings a different issue, but they 
all come down to trying to meet the custom-
ers’ demands and needs and find the parts in 
the market. At this point, most of the parts are 
not related to long lead times, but it’s end-of-
life issues. Still, when the parts are running 
30 weeks for procurement, very few custom-
ers forecast well out—30+ weeks. If there’s a 
three-week lead time for our manufacturing, 
then you’re looking at 33–34 weeks total time 
from customer order to delivery. Very few cus-
tomers have a good forecast out that far, at 
least in electronics; most of them are wanting 
products in less than 12 weeks, and the lead 
time on the components can be 30 weeks, so 
you’re always scrambling trying to find parts 
for them.

Johnson: That would give me professional indi-
gestion.

Martin: When you get a call from the general 
manager, telling you how desperately they 
need these parts, night after night, they ask 
for help. We’re trying to find ways to solve the 
problem for them. I have one right now that is 
a special part, where the manufacturer put out 
an end of life notice for December. We went to 
place an order, and they said that they’re out 
of the die. Even though their end of life is in 
December, they cannot make any more parts. 
That’s today’s problem. 

Johnson: That’s going to happen more and 
more with these older parts. 

Martin: Right. We make multiple efforts. We 
look for any available inventory worldwide 
from franchise distributors. Concurrently, we 
work with a customer to get them to authorize 
or redesign in a new part, and then we look 
in the gray market worldwide for anything we 
can find and have those tested. That’s how you 
go about this job.

Johnson: This is a cautionary tale, if you will, 
for teams that are designing or maintaining 
existing designs. This will be their life if they 
are slow to make the transition.

Martin: That’s correct; it will be their life. It 
will impact their revenue stream because their 
chosen manufacturers won’t be able to pro-
duce the part, or there will be a delay in get-
ting the parts, and their unit costs will go up 
because the tighter the market gets, the higher 
the prices go. It’s in the customer’s best inter-
est to look at the design cycle and go as small 
as they can with components.

Johnson: Stephanie, thank you for the time. It’s 
always insightful and productive to talk to you.

Martin: Thank you. I enjoyed it.   SMT007
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