Shortage vs. Surplus in the Semiconductor Industry

DEMAND

The semiconductor industry is characterized by extreme fluctuations - from product shortages to excess stocks.
These cyclical dynamics present companies with significant strategic and financial challenges. In this blog post, we will
take a closer look at the topic of "Shortage vs. Surplus in the Semiconductor Industry,” examine the causes of this

phenomenon, and explain how experienced sourcing partners may help.
Why is there shortage and surplus in the semiconductor industry?

The dynamics of the semiconductor industry are influenced by various factors. On one hand, there is a growing
demand for semiconductors due to the increasing spread of technologies such as artificial intelligence (Al), the Internet
of Things (loT), and machine learning, but also new forms of working like mobile and home office. On the other hand,
manufacturers need time to expand their production capacities, which can lead to bottlenecks if demand grows faster

than production.

Conversely, an excess stock can arise if manufacturers escalate their production volumes in response to a prior scarcity
in order to meet the heightened demand. If the demand then slows or stagnates, these products remain as excess

stock.
The consequences of shortage and surplus

Shortage means that companies have difficulties producing enough goods in time and bringing them to the market
promptly. This leads to missed sales opportunities and customer losses. On the other hand, excess stocks can lead
to financial burdens as they tie up working capital and screw down prices due to oversupply. Additionally, storage and

guality assurance costs arise.

Solutions for shortage and surplus

In order to better manage scarcity, supply chains should be diversified and alternative suppliers should be sought.

This can reduce the risk of bottlenecks as multiple supply sources can be relied upon in case of an emergency.
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In addition, companies can implement intelligent inventory management solutions that enable them to precisely track
their stock levels and take timely actions to reduce excess stocks. Involving experienced sourcing partners can also
be beneficial in strategically reducing overstocks and thereby strengthening the supply chain resilience. Sourcing

partners usually have a broad network of experts and reliable suppliers who are well equipped to handle such issues.

Conclusion

The semiconductor industry regularly faces the challenge of managing the extreme fluctuations between shortage and
surplus. With a proactive approach, intelligent inventory management solutions, and collaboration with

experienced sourcing partners, companies can overcome these challenges and strengthen their competitiveness.

Do you need support with supply chain and storage issues? Contact us, we are here to help!
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