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The State of the Industry

Europe’s EMS industry appears to have put the low point of the current cycle behind it.

In the first half of 2026, revenue of the European EMS companies surveyed was 12.3% above the
trough of late 2025. The European book-to-bill ratio reached 1.21, while order backlogs grew by
almost 14%. Almost three quarters of the companies surveyed rate their current order situation as
good or very good.

This is a clear sign that demand is recovering.

A closer look, however, tells a different story. Compared with the first half of 2025, the survey
group was only 0.3% higher. The reason lies in the reference period. Revenue reached its low
point at the end of 2025. Compared with that low point it has risen significantly, but in doing so it
has only narrowly exceeded the level of the first half of 2025. In other words, the industry has
largely made up for the decline. The 10.3% also figure mentioned in the Global Electronics
Association article is based on a broader calculation that includes listed companies.

Regional trends also differ widely. Western Europe outside the DACH region and Central and
Eastern Europe show stronger momentum, while the DACH region remains more subdued. Austria
is the only region in the survey with a book-to-bill ratio below 1.0.

For the full year 2026, the companies surveyed expect revenue growth of around 7.2%, and
around 8.6% for 2027.

So the direction is right!

But the next challenge no longer lies primarily in demand. It now lies in the supply chain.

The Real Problem Is Procurement

Only 10.9% of the European EMS companies surveyed rate their current material supply as good.
By contrast, 38.4% rate it as poor or very poor. No company rates supply as very good.

According to the Global Electronics Association, this is the clearest warning signal in the current
survey.

This is not a repeat of the broad component crisis of 2021. The current situation is more selective.
Most standard logic components remain available.
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Memory is under particular strain. Surging demand for Al systems and high-bandwidth memory is
tying up wafer capacity, leaving less available for conventional DRAM and NAND products.

Supply is also tightening for certain types of components:
e Automotive components
e Power components
e Analog and RF components

e Mature-node components
o Passive components

Smaller companies in particular are under more pressure than large EMS providers. Supply is also
seen as more critical in Eastern Europe than in Western Europe.

The decisive bottleneck is therefore increasingly material availability. A good order book is not
enough — what matters is whether the materials needed for production are actually available.

Full order books, tight materials
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What This Means for OEMs

For OEMSs, choosing an EMS partner is therefore about more than price, capacity and production
location.

Procurement capability is becoming increasingly decisive.
This includes, among other things:

e How early are critical requirements identified?

e How reliable are forecasts and material plans?

e Which alternative components have already been qualified?

e How broad is the supplier base?

e How transparent are inventories and lead times?

e How quickly can the partner react to a shortage?

e Which sourcing channels are available outside traditional distribution?

For critical components in particular, early technical approval of alternatives can be decisive.
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Price adjustments should also be transparent and traceable. When component prices rise, it
should be clear how much of the increase actually stems from material price developments and
how it is passed on to the customer.

The Situation Is Changing for EMS Companies Too

A high book-to-bill ratio is first of all a positive sign for demand.

In a procurement market that is tight at the same time, however, high order intake can also create
new risks.

The Global Electronics Association article therefore explicitly points to the possibility of double-
ordering. This means that customers may place orders more than once to protect themselves
against supply shortages.

This can overstate actual demand and put additional strain on supply that is already tight.

For EMS companies, it is therefore not only the volume of order intake that matters. Its quality and

deliverability also become more important. An order for which critical components are not available
is not yet secured production.

Revenue Growth Is Not Automatically Profit Growth

One more point is easily overlooked.

The companies expect further revenue growth in the coming years as well. However, the Global
Electronics Association article points out that part of this growth is likely to come from rising
component prices that are passed on to customers through the bill of materials.

More revenue therefore does not automatically mean more production volume or higher profits.

For OEMs and EMS companies, it becomes more important to distinguish between price growth,
revenue growth and actual volume growth.

The Strategic Consequence

Europe’s EMS industry is back on a better path. Demand is recovering, order backlogs are rising
and forecasts are positive. At the same time, the supply chain is once again becoming a limiting
factor.

Procurement capability therefore gains strategic importance when selecting and managing EMS
partners.

Those who secure early access to material, build alternative sources and plan critical components
together with their customers are better placed to turn rising demand into business they can
actually deliver.

For OEMs, this means no longer viewing procurement solely as a purchasing function.
Procurement capability becomes a prerequisite for delivery capability — and thus a strategic
competitive factor.
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Legal Notice / Disclaimer

The information, assessments, and recommendations contained in this Document have been
prepared with the utmost care and to the best of our knowledge. They are provided solely for
general informational purposes in a B2B context and do not constitute legal, tax, technical, or
business advice tailored to any specific situation. The content of this document does not replace,
and is not intended to replace, individual qualified professional counsel or economic feasibility
studies.

Regulatory Proviso: As legal requirements, directives, standards, and their official application
guidelines (particularly at the EU and international levels) evolve continuously, all information
reflects the status at the time of preparation. It is strictly subject to later official publications or
regulatory changes. Only the official legal texts and governmental publications remain legally

binding.

Translation Notice: This document was translated from the original German version using
machine translation systems. Although the translation has been reviewed, discrepancies,
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inaccuracies, or translation errors cannot be entirely ruled out. In the event of any ambiguity,
conflict, or contradiction, the original German text shall remain solely authoritative.

Limitation of Warranty and Liability: While every reasonable effort has been made to ensure the
accuracy of the information provided, EMS Strategy Group makes no representations or warranties,
express or implied, regarding the accuracy, completeness, or timeliness of the content contained
herein.

To the fullest extent permitted by applicable law, EMS Strategy Group shall not be liable for any
direct, indirect, incidental, consequential, or other damages arising from the use of, reliance on, or
practical implementation of any information, strategies, recommendations, or evaluation criteria
contained in this Document.

Copyright and Distribution: This Document may be distributed and shared in its original,
unmodified form, provided that full attribution and copyright ownership of EMS Strategy Group is
maintained at all times.

Tax Advisory Disclaimer: Where this document refers to tax or tax-related matters, such
references are made exclusively in the context of general strategic or economic considerations and
do not constitute an individual tax assessment, tax advice or tax planning. EMS Strategy Group
does not provide case-specific assistance in tax matters. The assessment of specific tax implications
and the development or review of tax structures or tax planning measures should be carried out by a
qualified tax adviser, auditor, lawyer or other professional legally authorized to provide such
services.
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