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First Quarter

  2021
CFO Commentary
As reflected in our earnings release, there are a 
number of items that impact the comparability of 
our results with those in the trailing quarter and 
prior quarter of last year. The discussion of our 
results may exclude these items to give you a 
better sense of our operating results.  As always, 
the operating information we provide to you 
should be used as a complement to GAAP 
numbers.  For a complete reconciliation between 
our GAAP and non-GAAP results, please refer to 
our earnings release and the earnings 
reconciliation found at the end of this document.

The following reported and non-GAAP 
information included in this CFO commentary is 
unaudited and should be read in conjunction with 
the company’s Form 10-Q for the quarterly period 
ended April 3, 2021, and the Annual Report on 
Form 10-K as filed with the Securities and 
Exchange Commission.

First-quarter 2021

diluted earnings per 

share increased 

346% year over 

year; non-GAAP 

diluted earnings per 

share increased 

193% year over year
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First-Quarter Summary

First-quarter results were above the high ends of prior expectations as demand 

for electronic components was strong, and both the global components and 

enterprise computing solutions businesses executed well on behalf of 

customers and suppliers in the face of supply chain challenges. Our diverse 

portfolio of products, solutions and industries served, as well as our flexible 

business model drove record first-quarter sales and profits. Arrow remains 

committed to maximizing near-term opportunities while advancing the long-

term strategy to be the leading enabler of next-generation technologies. 

During the first quarter, accelerating manufacturing activity led to an acute 

need for parts by customers in key verticals including industrial, 

communications, data networking, consumer electronics and transportation. 

Growth was strong across all regions driving sales above the high end of prior 

guidance. Higher volumes and favorable component pricing drove operating 

leverage above and beyond sales growth, leading to an increase in operating 

margins.

For the enterprise computing solutions business, net sales were near the 

midpoint of the prior guidance range. Demand increased for infrastructure 

software as well as for compute resources. Despite continued restrictions in 

some regions, there were signs that IT spending may be shifting to more 

complex, transformation projections. Overall, operating income, the best 

performance measure for enterprise computing solutions, continued to 

increase on a year-over-year basis. 

Returns metrics further improved in the first quarter due to profit growth and 

the proactive management of working capital. Excess cash was returned to 

shareholders through the repurchase of 1.4 million shares for $150 million. 

Remaining repurchase authorization stands at $313 million.

Record first-quarter 

sales, gross profit, 

operating income, net 

income and earnings 

per share on a 

diluted basis.
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P&L Highlights* Q1 2021 Y/Y Change
Y/Y Change Adjusted for 

Currency Q/Q Change
Sales $8,386 31% 27% (1)%
Gross Profit Margin 11.1% (30) bps (40) bps (20) bps
Operating Income $300 117% 98% (7)%
Operating Margin 3.6% 140 bps 130 bps (20) bps
Non-GAAP Operating Income $315 101% 85% (6)%
Non-GAAP Operating Margin 3.8% 130 bps 120 bps (20) bps
Net Income $206 317% 249% (13)%
Diluted EPS $2.72 346% 273% (12)%
Non-GAAP Net Income $216 173% 142% (11)%
Non-GAAP Diluted EPS $2.84 193% 158% (10)%

Consolidated Overview
First Quarter 2021

* $ in millions, except per share data; may reflect rounding.

• Consolidated sales were $8.39 billion

– Above the high end of the prior expectation of $7.625 
billion - $8.225 billion

– Changes in foreign currencies positively impacted sales 
growth by approximately $203 million year over year

– The prior sales expectation include an anticipated $235 
million benefit to growth from currencies; a stronger 
U.S. dollar within the quarter resulted in $32 million less 
benefit

• Consolidated gross profit margin was 11.1%

– Down 30 basis points year over year due to a higher 
mix of Asia components sales

• Operating income margin was 3.6% and non-GAAP 
operating income margin was 3.8%

– Operating expenses as a percentage of sales were 
7.5%, down 160 basis points year over year

– Non-GAAP operating expenses as a percentage of 
sales were 7.3%, down 170 basis points year over 
year

• Interest and other expense, net was $34 million 

– Above the prior expectation of $31 million
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• Effective tax rate for the quarter was 22.7%, and non-
GAAP effective tax rate was 22.8% 

– Non-GAAP effective tax rate was below the prior 
expectation of 24.5% 

– Expecting full-year 2021 effective tax rate to 
average approximately 23% at the low end of the 
target long-term range

• Diluted shares outstanding were 75.8 million 

– In line with the prior expectation of 76 million

• Diluted earnings per share were $2.72

– Above the prior expectation of $2.02 - $2.18

• Non-GAAP diluted earnings per share were $2.84

– Above the prior expectation of $2.17 - $2.33

– Changes in foreign currencies positively impacted 
earnings per share by approximately $.13 
compared to the first quarter of 2020

A reconciliation of non-GAAP financial measures, 

including sales, gross profit margin, operating expenses, 

operating income margin, effective tax rate, and diluted 

earnings per share, to GAAP financial measures is 

presented in the reconciliation tables included herein.
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Components
Global

• Sales increased 42% year over year 

– Sales increased 38% year over year adjusted for 
changes in foreign currencies

• Lead times increased year over year

• Backlog increased significantly year over year

• Book-to-bill was above parity in all regions

• Record first-quarter operating income

• Operating margin of 4.5% increased 90 basis points 
year over year

• Non-GAAP operating margin of 4.6% increased 80 
basis points year over year

– Higher sales volumes and favorable prices resulted 
in increased margins in Asia, Americas, and 
Europe year over year

• Return on working capital increased year over year

Global components 

first-quarter sales 

increased 42% year 

over year.

Operating Income ($ in millions)
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Components
Americas

• Sales increased 10% year over year 

– Consumer, industrial, transportation, 
communications, and data processing sales 
increased year over year

 
– Aerospace and defense and medical sales 

decreased year over year

Americas components 

sales increased 10%  

year over year.

Sales ($ in millions)
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Components
Asia

• Sales increased 88% year over year 

– Sales increased 86% year over year adjusted for 
changes in foreign currencies

– Record quarterly sales

– Wireless, transportation and power management 
sales increased significantly year over year

Asia components sales 

increased 88% year 

over year.

Sales ($ in millions)
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Components
Europe

• Sales increased 20% year over year

– Sales increased 10% year over year adjusted for 
changes in foreign currencies

– Record first-quarter sales
 

– Transportation, lighting, and aerospace & 
defense increased year over year

Europe components 

sales increased 20% 

year over year.

Sales ($ in millions)
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Enterprise Computing Solutions
Global

• Sales increased 6% year over year

– Sales increased 2% year over year adjusted for 
changes in foreign currencies

• Billings increased year over year adjusted for 
changes in foreign currencies

– Billings increased in both regions

• Operating margin of 4.0% increased 170 basis 
points year over year

• Non-GAAP operating margin of 4.1% increased 160 
basis points year over year

• Return on working capital remains favorable

Enterprise computing 

solutions sales 

increased 6% year over 

year.

Operating Income 
($ in millions)
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Enterprise Computing Solutions
Americas

• Sales increased 2% year over year

– Sales increased 1% year over year adjusted for 
changes in foreign currencies

– Growth in proprietary and industry-standard 
server, services, and storage billings year over 
year

ECS Americas sales 

increased 2% year over 

year.

Sales ($ in millions)
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Enterprise Computing Solutions
Europe

• Sales increased 13% year over year

– Sales increased 4% year over year adjusted for 
changes in foreign currencies

– Record first-quarter sales

– Infrastructure software, security, services, and 
proprietary and industry-standard server billings 
increased year over year

ECS Europe sales 

increased 13% year 

over year.

Sales ($ in millions)
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Cash Flow from Operations

Cash flow from operating activities was $(5) million in the quarter and was 

$888 million over the last 12 months.

Working Capital

The company reports return on working capital ("ROWC") and ROWC 

(non-GAAP) to provide investors an additional method for assessing 

working capital. The company uses ROWC to measure economic returns 

to help the company evaluate the effectiveness of investments in the 

inventories we chose to buy and the business arrangements we have with 

our customers and suppliers. ROWC was  25.3% in the first quarter, up 

1300 basis points year over year. ROWC (non-GAAP) was 26.6% in the 

first quarter, up 1260 basis points year over year.

Return on Invested Capital

The company reports return on invested capital ("ROIC") and ROIC (non-

GAAP) to provide investors an additional method for assessing operating 

income. Among other uses, the company uses ROIC to measure economic 

returns relative to our cost of capital in evaluating overall effectiveness of 

our business strategy. ROIC was 12.9% in the first quarter, up 810 basis 

points year over year. ROIC (non-GAAP) was 13.6% in the first quarter, up 

760 basis points year over year.

Share Buyback

Repurchased approximately 1.4 million shares of stock for $150 million. 

Total cash returned to shareholders over the last 12 months was 

approximately $475 million.

Debt and Liquidity

Net debt totaled $2.04 billion. Total liquidity of $3.32 billion when including 

cash of $228 million.

Total cash returned to 

shareholders was $475 

million over the last 12 

months.
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Arrow Electronics Outlook
Guidance
We are expecting the average USD-to-Euro exchange rate for the second quarter of 2021 to be $1.18 to €1; 

changes in foreign currencies to increase sales by approximately $150 million, and earnings per share on a 

diluted basis by $.08 compared to the second quarter of 2020.

.

1 Assumes an average tax rate of approximately 23% at the low end of the 23% to 25% target range.

Quarter Closing Dates
Beginning and ending dates may impact comparisons to prior periods

Quarter Closing Dates
First Second Third Fourth

2020 Mar. 28 Jun. 27 Sep. 26 Dec. 31

2021 Apr. 3 Jul. 3 Oct. 2 Dec. 31

2022 Apr. 2 Jul. 2 Oct. 1 Dec. 31

Second-Quarter 2021 Guidance Reconciliation

Reported GAAP 
measure

Intangible 
amortization 

expense
Restructuring & 

integration charges Non-GAAP measure

Net income per 
diluted share $2.67 - $2.83 $.10 $.05 $2.82 - $2.98

   

Second-Quarter 2021 Guidance

Consolidated Sales $8.1 billion to $8.7 billion

Global Components $6.3 billion to $6.6 billion

Global ECS $1.8 billion to $2.1 billion

Diluted Earnings Per Share1 $2.67 to $2.83

Non-GAAP Diluted Earnings Per Share1 $2.82 to $2.98

Interest and other expense, net $33 million

Diluted shares outstanding 75 million
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Risk Factors
The discussion of the company’s 

business and operations should be 

read together with the risk factors 

contained in Item 1A of its 2020 

Annual Report on Form 10-K and the 

risk factor update in Form 10-Q for 

the quarter ended April 3, 2021, filed 

with the Securities and Exchange 

Commission, which describe various 

risks and uncertainties to which the 

company is or may become subject.  

If any of the described events occur, 

the company’s business, results of 

operations, financial condition, 

liquidity, or access to the capital 

markets could be materially adversely 

affected.

Information Relating to 
Forward-Looking 
Statements
This press release includes “forward-looking” statements, as 
the term is defined under the federal securities laws, including 
but not limited to statements regarding: Arrow’s future financial 
performance, including its outlook on financial results for the 
second quarter of fiscal 2021, such as sales, net income per 
diluted share, non-GAAP net income per diluted share, 
average tax rate, average diluted shares outstanding, interest 
expense, average USD-to-Euro exchange rate, impact to sales 
due to changes in foreign currencies, intangible amortization 
expense per diluted share, restructuring and integration 
charges per diluted share, and expectation regarding market 
demand. These forward-looking statements are subject to 
numerous assumptions, risks, and uncertainties, which could 
cause actual results or facts to differ materially from such 
statements for a variety of reasons, including, but not limited to: 
potential adverse effects of the ongoing global COVID-19 
pandemic, including actions taken to contain or treat 
COVID-19, industry conditions, changes in product supply, 
pricing and customer demand, competition, other vagaries in 
the global components and global enterprise computing 
solutions markets, changes in relationships with key suppliers, 
increased profit margin pressure, foreign currency fluctuation, 
changes in legal and regulatory matters, non-compliance with 
certain regulations, such as export, anti-trust, and anti-
corruption laws, foreign tax and other loss contingencies, and 
the company's ability to generate cash flow. For a further 
discussion of these and other factors that could cause the 
company’s future results to differ materially from any forward-
looking statements, see the section entitled “Risk Factors” in 
the company's periodic reports on Form 10-K and Form 10-Q 
and subsequent filings made with the Securities and Exchange 
Commission. Shareholders and other readers are cautioned 
not to place undue reliance on these forward-looking 
statements, which speak only as of the date on which they are 
made. The company undertakes no obligation to update 
publicly or revise any of the forward-looking statements.

For a further discussion of factors to consider in connection 
with these forward-looking statements, investors should refer to 
Item 1A Risk Factors of the company’s Annual Report on Form 
10-K for the year ended December 31, 2020 and Form 10-Q 
for the quarter ended April 3, 2021.
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In addition to disclosing financial results that are 
determined in accordance with accounting principles 
generally accepted in the United States (“GAAP”), the 
company also provides certain non-GAAP financial 
information relating to sales, operating income, net income 
attributable to shareholders, and net income per basic and 
diluted share. 

The company provides non-GAAP sales, gross profit, 
operating income, income before income taxes, provision 
for income taxes, net income, net income per share on a 
diluted basis, return on working capital, and return on 
invested capital which are adjusted GAAP measures for the 
impact of changes in foreign currencies (referred to as 
"changes in foreign currencies") by re-translating prior 
period results at current period foreign exchange rates and 
the impact of notes receivable reserves and recoveries 
related to the AFS business (referred to as “AFS notes 
receivable reserves and recoveries”). Non-GAAP operating 
income excludes identifiable intangible asset amortization, 
restructuring, integration, and other charges, AFS notes 
receivable reserves and recoveries. Non-GAAP effective 
tax rate excludes identifiable intangible asset amortization, 
restructuring, integration, and other charges, gain (loss) on 
investments, net, the impact of tax legislation charges, and 
AFS notes receivable recoveries. Net income attributable to 
shareholders, and net income per basic and diluted share 
as adjusted to exclude identifiable intangible asset 
amortization, restructuring, integration, and other charges, 
AFS notes receivable reserves and recoveries, net gains 
and losses on investments, and certain tax adjustments. 

Certain Non-GAAP Financial Information

The company believes that 
such non-GAAP financial 
information is useful to 
investors to assist in 
assessing and understanding 
the company’s operating 
performance.

The company believes that such non-GAAP financial 
information is useful to investors to assist in assessing and 
understanding the company’s operating performance and 
underlying trends in the company’s business because 
management considers these items referred to above to be 
outside the company’s core operating results. This non-
GAAP financial information is among the primary indicators 
management uses as a basis for evaluating the company’s 
financial and operating performance. In addition, the 
company’s Board of Directors may use this non-GAAP 
financial information in evaluating management 
performance and setting management compensation.

The presentation of non-GAAP financial information is not 
meant to be considered in isolation or as a substitute for, or 
alternative to, sales, operating income, net income and net 
income per basic and diluted share determined in 
accordance with GAAP. Analysis of results and outlook on a 
non-GAAP basis should be used as a complement to, and 
in conjunction with, data presented in accordance with 
GAAP.

A reconciliation of the company’s non-GAAP financial 
information to GAAP is set forth in the tables below.
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Earnings Reconciliation
Three months ended April 3, 2021

Reported
GAAP

measure

Intangible
amortization

expense

Restructuring 
& Integration 

credits
AFS Reserves 
& Recoveries

Impact of Wind 
Down Other(1)

Non-GAAP
measure

Sales $ 8,385,919 $ — $ — $ — $ — $ — $ 8,385,919 

Gross Profit  930,110  —  —  —  —  —  930,110 

Operating income  299,503  9,326  5,709  —  —  —  314,538 

Income before income taxes  268,254  9,326  5,709  —  —  (2,793)  280,496 

Provision for income taxes  61,026  2,385  1,166  —  —  (672)  63,905 

Consolidated net income  207,228  6,941  4,543  —  —  (2,121)  216,591 

Noncontrolling interests  907  150  —  —  —  —  1,057 

Net income attributable to 
shareholders $ 206,321 $ 6,791 $ 4,543 $ — $ — $ (2,121) $ 215,534 

Net income per diluted share $ 2.72 $ 0.09 $ 0.06 $ — $ — $ (0.03) $ 2.84 

Effective tax rate (2)  22.7 %  22.8 %

Three months ended March 28, 2020

Reported
GAAP

measure

Intangible
amortization

expense

Restructuring
& Integration

charges
AFS Reserves 
& Recoveries

Impact of Wind 
Down Other(1)

Non-GAAP
measure

Sales $ 6,381,417 $ — $ — $ — $ — $ — $ 6,381,417 

Gross Profit  728,391  —  —  —  —  —  728,391 

Operating income  138,304  9,955  9,138  (920)  —  —  156,477 

Income before income taxes  77,647  9,955  9,138  (920)  —  16,810  112,630 

Provision for income taxes  27,892  2,564  2,571  (222)  —  4,057  33,247 

Consolidated net income  49,755  7,391  6,567  (698)  —  12,753  79,383 

Noncontrolling interests  252  137  —  —  —  —  389 

Net income attributable to 
shareholders

$ 49,503 $ 7,254 $ 6,567 $ (698) $ — $ 12,753 $ 78,994 

Net income per diluted share $ 0.61 $ 0.09 $ 0.08 $ (0.01) $ — $ 0.16 $ 0.97 

Effective tax rate (2)  35.9 %  29.5 %

Three months ended December 31, 2020

Reported
GAAP

measure

Intangible
amortization

expense

Restructuring
& Integration

charges
AFS Reserves 
& Recoveries

Impact of Wind 
Down Other(1)

Non-GAAP
measure

Sales $ 8,454,192 $ — $ — $ — $ — $ — $ 8,454,192 

Gross Profit  923,686  —  —  —  (33)  —  923,653 

Operating income  321,412  9,376  6,340  (840)  (417)  —  335,871 

Income before income taxes  296,318  9,376  6,340  (840)  (412)  (8,531)  302,251 

Provision for income taxes  59,342  2,405  (918)  (201)  102  (2,053)  58,677 

Consolidated net income  236,976  6,971  7,258  (639)  (514)  (6,478)  243,574 

Noncontrolling interests  905  148  —  —  —  —  1,053 

Net income attributable to 
shareholders

$ 236,071 $ 6,823 $ 7,258 $ (639) $ (514) $ (6,478) $ 242,521 

Net income per diluted share $ 3.08 $ 0.09 $ 0.09 $ (0.01) $ (0.01) $ (0.08) $ 3.17 

Effective tax rate (2)  20.0 %  19.4 %

(1) Other includes gain on investments, net.

(2) The items as shown in this table, represent the reconciling items for the tax rate as reported by GAAP measure and as a non-GAAP measure.

($ in thousands, except per share data)
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Return on Working Capital Reconciliation
($ in thousands)

Quarter Ended
April 3, 2021 March 28, 2020

Numerator: (unaudited) (unaudited)
Consolidated operating income, as reported $ 299,503 $ 138,304 

x4 x4
Annualized consolidated operating income, as reported $ 1,198,012 $ 553,216 

Non-GAAP consolidated operating income $ 314,538 $ 156,477 
x4 x4

Annualized non-GAAP consolidated operating income $ 1,258,152 $ 625,908 

Denominator:
Accounts receivable, net $ 8,503,010 $ 7,817,019 
Inventories  3,275,389  3,334,298 
Less: Accounts payable  7,045,759  6,662,333 
Working capital $ 4,732,640 $ 4,488,984 

Return on working capital  25.3 %  12.3 %
Return on working capital (non-GAAP)  26.6 %  13.9 %
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Return on Invested Capital Reconciliation
($ in thousands)

Quarter Ended
April 3, 2021 March 28, 2020

Numerator: (unaudited) (unaudited)
Consolidated operating income, as reported $ 299,503 $ 138,304 
Equity in losses of affiliated companies(1)  844  530 
Less: Noncontrolling interests (1)  907  252 
Consolidated operating income, as adjusted  299,440  138,582 
Less: Tax effect(2)  68,311  49,858 
After-tax consolidated operating income, as adjusted  231,129  88,724 

x4 x4
Annualized after-tax consolidated operating income, as adjusted $ 924,516 $ 354,896 

Non-GAAP consolidated operating income  314,538 $ 156,477 
Equity in losses of affiliated companies(1)  844  530 
Less: Noncontrolling interests (1)  907  252 
Non-GAAP consolidated operating income, as adjusted  314,475  156,755 
Less: Tax Effect(3)  71,222  46,338  46,272 
After-tax non-GAAP consolidated operating income, as adjusted  243,253  110,417 

x4 x4
Annualized after-tax non-GAAP consolidated operating income, as adjusted $ 973,012 $ 441,668 
Denominator:
Average short-term borrowings, including current portion of long-term debt(4) $ 259,980 $ 354,304 
Average long-term debt(4)  2,000,894  2,431,459 
Average total equity(4)  5,181,699  4,758,001 
Less: Average cash and cash equivalents  300,658  250,551 
Invested capital $ 7,141,915 $ 7,293,213 

Return on invested capital  12.9 %  4.9 %
Return on invested capital (non-GAAP)  13.6 %  6.1 %

(1) Operating income, as reported, and non-GAAP operating income is adjusted for noncontrolling interest and equity in losses of affiliated 
companies to include the pro-rata ownership of non-wholly owned subsidiaries.
(2) The tax effect is calculated by applying the effective tax rate for the three months ended April 3, 2021 and March 28, 2020 to consolidated 
operating income, as adjusted less interest expense.
(3) The tax effect is calculated by applying the non-GAAP effective tax rate for the three months ended April 3, 2021 and March 28, 2020 to non-
GAAP consolidated operating income, as adjusted less interest expense.
(4) The quarter ended average is based on the addition of the account balance at the end of the most recently-ended quarter to the account balance 
at the end of the prior quarter and dividing by two.
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