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The Power
Management Chip
Conundrum

High-volume applications generate low margins;
what s a supplier to do?

ower-management semiconduc-
Ptor suppliers today face a vexing

challenge: The fastest-growing
applications for their products also
generate very weak profit margins. With
competition intensifying in the power-
management semiconductor business,
how can suppliers structure themselves
for long-term profitability?

Cutthroat applications

Looking across the power-manage-
ment semiconductor landscape, a
certain group of large-scale applications
is generating higher growth for Applica-

tion Specific Standard Products (ASSPs):

notebook computers, mobile handsets
and LCD/plasma televisions.

By Marijana Vukicevic, iSuppli Corp.

The overall power-management
semiconductor market is expected to
expand at a Compound Annual Growth
Rate (CAGR) of 8.2 percent from 2007
to 2012, according to iSuppli Corp.

In contrast, LCD/plasma televisions
are expected to generate a 23 percent
CAGR for power-management semicon-
ductors during the same period, mainly
due to the strong unit sales growth for
these products. Notebook PC demand
for power-management chips will rise
at a CAGR of 19.7 percent and mobile
handsets will increase at a CAGR of 8.9
percent.

However, the LCD/plasma television,
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Figure 1: presents iSuppli’s revenue growth forecast from 2007 to 2012 for power-management semiconductors in

these applications.
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2007 2012 2007C_2A(§':;I§
Notebooks 1,005$ 2,472% 19.7%
Mobile Handsets 2,861% 4,382$ 8.9%
LCD/Plasma TVs 1,030$ 2,898 § 23.0%
Total Power Management Semis 26,199% 38,790 $ 8.2%

notebook PC, mobile-handset and desktop PC appli-
cations tend to deliver power-management semicon-
ductor margins that are half the level of the industrial
or other “non-consumer” type of applications.These
markets are characterized by extreme Average Selling
Price (ASP) pressure, with many suppliers providing
solutions for the same sockets. OEMs serving these
areas use multiple sources and can change their mix
of suppliers considerably from quarter to quarter, in-
tensifying pricing and margin pressure in the market.

Cutthroat competition

iSuppli has been indicating for several quarters that
there seems to be turmoil among the competitors
in the power management market, with some faring
better than others in succeeding at the business. With
competition intensifying, this phenomenon is likely to
become more prominent in the coming years.

The power-management space has evolved into a
more predatory space, with some players growing signif-
icantly, partly due to market growth, but also largely due
to commoditizing of various power management product
lines or implementing the right approach to working with
Original Equipment Manufacturers (OEMs) and Original
Design Manufacturers (ODMs). Many of the discrete
components in the power-management space are com-
modity products and some of the voltage regulation
products became commodities also. At the same time,
there will be suppliers that will capture market share due
to their early introduction of innovative products or their
implementation of the right business model.

Power plays

Amid such challenging circumstances, what are the
options for power-management semiconductor suppli-
ers?

The key emerging markets that are expected to
generate high growth and healthy margins in the future
for power management have unlimited potential for im-
proving efficiency and propelling power management
to a new modern world of electronic design. These
markets include:

e Solar power

¢ Ultra-low voltage components for mobile devices

® Servers

Furthermore, suppliers must move faster to develop
reliable technologies that bring quality, greater cost ef-
ficiency and reproducibility. They also will be forced to
decide on Intellectual Property (IP) strategies, either by
developing their own IP, or by acquiring it from another

company.

For superior solutions
in power electronics

e Aluminum caps for temperatures up to +150 °C
Film capacitors for EMI suppression
PFC products with high reliability
PCC with ultra-low ESL
EMC filters for currents up to 8,000 A
Inductors with high current capability
Varistors with high surge current capability
Ferrite materials with reduced power losses
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