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About CIMdata

CIMdata, a leading independent worldwide firm, provides strategic consulting to maximize an
enterprise’s ability to design and deliver innovative products and services through the application of
Product Lifecycle Management (PLM). CIMdata works with both industrial organizations and suppliers
of technologies and services seeking competitive advantage in the global economy by providing world-
class knowledge, expertise, and best-practice methods on PLM solutions.

ClMdata helps industrial organizations establish effective PLM strategies, identify requirements and
select PLM technologies, optimize their operational structure and processes to implement solutions, and
to deploy these solutions.

For PLM solution suppliers, CIMdata helps define business and market strategies, delivers worldwide
market information and analyses, provides education and support for internal sales and marketing teams,
as well as overall support at all stages of business and product programs to make them optimally effective
in their markets.

ClIMdata provides world-class knowledge, expertise, and best-practice methods on PLM solutions. These
solutions incorporate both business processes and a wide-ranging set of PLM enabling technologies
including product data management (PDM), visualization, collaboration, digital manufacturing,
computer-aided design/manufacturing (CAD/CAM), and numerical control (NC). CIMdata also provides
expertise in the integration of PLM with other business solutions such as customer relationship
management (CRM), supply chain management (SCM), and enterprise resource planning (ERP).

In addition to consulting, CIMdata conducts research, provides PLM-focused subscription services, and
produces several commercial publications. The company also provides industry education through
international conferences in North America, Europe, and the Pacific region.

To learn more about CIMdata’s services, visit our website at www.ClMdata.com or contact CIMdata at:
3909 Research Park Drive, Ann Arbor, MI 48108, USA. Tel: +1 (734) 668-9922. Fax: +1 (734) 668-
1957. In Europe: Siriusdreef 17-27, 2132 WT Hoofddorp, The Netherlands. Tel: +31 (0)23 568-9385.
Fax: +31 (0)23 568-9111.
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|. Introduction

This NC Software Market Assessment Report provides information about the worldwide market for
Numerical Control software products and services. The report includes market size in terms of
expenditures by user companies for NC software products and related services, analyses of various
technical aspects concerning the industrial use of NC software and techniques, trends in the NC software
industry, market share of NC vendors by various measurements, reseller revenues, and other information
related to NC software vendors.

This report is one component of the annual CIMdata NC Market Service. The annual service begins on
April 1 of each year. Components of the Service include:

e Anannual update to the NC Software Market Assessment Report. The Advance Packet of
Key Data is issued in early April of each year. The full report is expected to be issued in
the second quarter of each year. This Version 17 report is the update for the year
beginning April 1, 2008. Each version of the report builds on the prior version. As such,
the careful reader will find some areas that are unchanged, some that are updated, and
some that are totally new; hence each version is complete in itself.

o The CIMdata Late Breaking News email that provides daily updates on PLM, including
CAM and happenings in the industry.

o A call-in option for NC market information. CIMdata will respond to specific questions
related to the CAM market if the information is known or can be obtained with
reasonable effort. CIMdata does not perform market research under the call-in option;
however, CIMdata will accommodate requests for more substantial information as a
research project.
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D. Machine Tools

2007 was an excellent year for machine tool production and consumption as both increased by
approximately 16% over 2006. This clearly had an impact on the growth in CAM software to drive these
machine tools.

The following table shows the top ten countries producing machine tools in millions of U.S. dollars and
the percent change from 2006 to 2007. It can be seen that although Japan and Germany remain as the top
two countries producing machine tools, China is rapidly moving up in the rankings with a 43% growth
rate in 2007 output. Brazil and Italy also experienced strong growth rates at 21% and 17% respectively.
Overall output grew by about 16% to $71.0 billion. More than half (52.5%) of the world’s output comes
from Japan, Germany, and China.

2007 Output Change
Rank Country $ Million 2007 vs 2006
1 Japan 14,443 8%
2 Germany 12,725 15%
3 China 10,090 43%
4 Italy 7,273 17%
5 S. Korea 4,550 11%
6 Taiwan 4,378 14%
7 United States 3,578 -3%
8 Switzerland 3,323 7%
9 Spain 1,436 7%
10 Brazil 1,157 21%

Figure 5—2007 Worldwide Machine Tool Production and Growth Rates
Source: Gardner Publications

The top consumers of machine tools as measured by the value of machine tools installed for the top ten

countries, as well as the percentage change in 2007 is shown in the following table:

Value of Machine Tools Change
Rank Country $ Million 2007 vs 2006
1 China 15,390 17%
2 Japan 7,619 -2%
3 Germany 7,252 29%
4 United States 6,171 -3%
5 Italy 5,056 22%
6 S. Korea 4,150 3%
7 Taiwan 3,785 31%
8 Brazil 1,822 28%
9 India 1,774 36%
10 Mexico 1,669 34%

Figure 6—2007 Value of Machine Tools Installed

Source: Gardner Publications
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It can be seen that China is far and away the largest user of machine tools, as the value of tools installed is
essentially double that of Japan, the nearest competitor. Moreover, they experienced a 17% growth in
value in 2007, as compared to a -2% growth for Japan. The value of China’s consumption is 23% percent
of the total of all consuming countries. Other countries showing a significant double digit growth were
Germany, Italy, Taiwan, Brazil, India, and Mexico. For the United States, the value of installed machine
tools fell by 3%. The total consumption was $15.4 billion and this was an increase of approximately 16%
over 2006. Seven countries consume 70% of the world output. The statistics come from the 43" World
Machine Tool Output and Consumption Survey that is conducted annually by Gardner Publications.

E. Total NC Software Market Size and Growth

The estimated and forecasted size of the total worldwide CAM software and related services market for
the period 1999 through 2008 is shown in Figure 7. (Note that the CAM and NC terms are used
interchangeably in this report.) The total revenue shown is based on end-user payments. These payments
are segmented into revenue going to the software vendors and those payments retained by reseller and
OEM firms.
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Figure 7—Size and Composition of the NC Market

The actual estimated revenue data by year for vendor-received revenues, reseller and OEM revenues, and
end-user payments are shown in Figure 8. Figure 7 is based on this data.

Year Vendor Revenues (3M) | Reseller Revenues ($M) | End-User Payments ($M)
1999 779 436 1,215
2000 802 394 1,196
2001 752 354 1,106
2002 765 336 1,101
2003 763 344 1,107
2004 800 380 1,180
2005 841 399 1,240
2006 882 419 1,301
2007 952 443 1,395
2008 1,020 484 1,504

Figure 8—Size and Composition of the NC Market

It can be seen from the figures above that the market reached $1.2 billion in 1999 and that this was the
high watermark until 2005. End-user payments then declined from 2000 through 2002. It was essentially
flat for three straight years from 2001 through 2003. There has been solid growth since then.
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The NC software market has shown steady growth as global economies have improved. There has been
worldwide growth in manufacturing output, and greater emphasis is being placed on efficient operation of
machine tools as manufacturing firms must enhance their competitive position. Machine tool sales have
increased significantly (approximately 16% in 2007) in the past couple of years, and the overall PLM
(Product Lifecycle Management) market, of which CAM is a component, has shown strong growth. CAM
software purchases are directly related to all of these factors.

Even though software to control machine tools to cut parts is a relatively mature market, it has been active
and exciting in the past couple of years. Some software vendors have had revenue growth of as much as
30% per year. Acquisitions are driving market consolidation, new manufacturing areas such as China are
emerging, corporations are placing greater emphasis on streamlining manufacturing operations, and the
underlying CAM software technology continues to evolve.

In the following figure, the end-user payments by year are repeated, but the corresponding annual growth
rates are also shown for the ten-year period ending in 2008. Solid growth was achieved in 1999. Negative
growth rates of -1.6%, -7.5%, and -0.4% were then experienced in 2000, 2001, and 2002 respectively. As
noted above, the market was flat from 2001 through 2003. From 2004 through a forecasted 2008, the
growth rates are 6.6%, 5.1%, 4.9%, 7.2%, and 7.8%, all of which are acceptable growth rates for a mature
industry.

Year End-User Market Size ($M) | Annual Growth Rate (%)
1999 1,215 8.0
2000 1,196 -1.6
2001 1,106 -7.5
2002 1,101 -0.4
2003 1,107 0.5
2004 1,180 6.6
2005 1,240 5.1
2006 1,301 4.9
2007 1,395 7.2
2008 1,504 7.8

Figure 9—End-User Payments and Annual Growth Rates

Most CAM software vendors remain optimistic about 2008. In 2007, nine of the ten most rapidly-growing
vendors grew at double-digit rates. They were SolidCAM, Cimatron, OPEN MIND, Missler Software,
Dassault Systémes, Delcam, Geometric Tech, Gibbs, and Planit Holdings. For 2008, CIMdata is
projecting that eight of the ten most rapidly-growing companies will also grow at a double-digit rate.
They are expected to be Cimatron, SolidCAM, Geometric Tech, OPEN MIND, Dassault Systémes, Vero
International, CNC Software, and Delcam. It should be noted that in some cases this rapid growth is
directly related to acquisitions.

In Figures 10 and 11, the growth in vendor-received revenues is shown. Figure 10 presents the growth in
vendor revenues only, as compared to that of end-user payments. It can be observed that of the estimated
$1,395 million in end-user payments in 2007, the software vendors received $952 million, or 68%. The
balance of $443 million went to resellers and OEM firms. This was an increase in vendor revenues from
the $882 million received in 2006. CIMdata projects that in 2008, vendor-received revenues will increase
to $1,020 million, which will result in a growth of 7.1% over 2007. During the period of 1999 through
projected 2008, vendor revenues will have grown by approximately 30% from $779 million to $1,020
million. It is interesting to note that vendor revenues will likely cross the $1 billion level in 2008 for the
first time.
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Figure 10—Revenue Growth at the Vendor Level

The following figure shows vendor revenues and annual growth rates for those revenues. The vendor
revenue growth was in single digits in 1999 and 2000, and then went negative for the 2001 through 2003
period. From 2004 through 2006, the growth rate returned to the 5% to 6% range, and it is in the 7%-8%
area in 2007 and 2008, which is much more respectable.

Year Vendor Revenues ($M) Annual Growth Rate (%)
1999 779 5.4
2000 802 3.0
2001 752 -6.2
2002 765 1.7
2003 763 -0.1
2004 800 4.8
2005 841 5.1
2006 882 4.9
2007 952 7.9
2008 1,020 7.1

Figure 11—Vendor Revenues and Annual Growth Rates

The CAM market is defined to include manufacturing modeling, machining process planning, toolpath
generation, toolpath verification, CMM support, and post-processing functions. Manufacturing modeling
includes preparing a design model for manufacturing, and design and documentation of the manufacturing
tools required to produce a part. For example, mold base design or progressive die design software is
considered by ClMdata to be a manufacturing modeling or a CAM function. Some vendors and market
analysts consider this to be a CAD function. Service revenues are only included for vendors and resellers
that provide NC software and for the services associated with the sale and installation of that software.
Vendors that provide services only are not considered part of this market.

For CAD/CAM or PLM-oriented companies like Siemens PLM Software that provide NC, revenues
associated with CAM functions are estimated and included. CAD or other PLM revenues are not
included. This is sometimes difficult to obtain directly, since CAM revenues may not be recorded as a
separate business. In this case, a best effort estimate is developed. For CAM-centric companies, such as
Delcam, Cimatron, OPEN MIND, etc., the total company revenues are usually included in the tabulation.
This includes sales of their design software as well as their CAM software. Niche vendors that provide
only one of the CAM functions, such as toolpath verification or post-processing, are included in the
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