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The risks and uncertainties described below are not the only ones that we face. Additional risks and uncertainties that we are
unaware of, or that we currently deem immaterial, also may become important factors that affect our company in the future. If
any of these risks were to occur, our business, financial condition, or results of operations could be materially and adversely
affected. This section includes or refers to certain forward- looking statements. We refer you to the explanation of the
qualifications and limitations of such forward- looking statements, appearing under the heading" Forward- Looking Statements"
in Part II- Item 7 of this Annual Report on Form 10- K. Risks Related to Execution of our Business Strategy Our failure to
introduce new products in a successful and timely manner could result in the loss of our market share and a decrease in our
revenues and profits. The market for our products is characterized by rapidly changing technology and increasingly capable
competitors. Accordingly, we believe that our future success will depend on our ability to accelerate time- to- market for new
products with improved functionality, ease- of- use, performance, and price. This includes continuing to introduce products
embedded with artificial intelligence (" AI'") technology that augments rule- based machine vision with image- based analysis.
There can be no assurance that we will be able to introduce new products in accordance with scheduled release dates or that new
products will achieve market acceptance. Our inability to keep pace with the rapid rate of technological change and customer
demands in the high- technology marketplace could have a material adveree effect on our opelatlng results. In addltlon Pfed-uef

not achieve significant revenue from new product investments for %everal years if at all Moreove1 new products, if mtroduced
may not generate the gross margins that we have experienced historically. Increased competition may result in decreased
demand or prices for our products and services and may harm our operating results. The machine vision market continues to be
fragmented and competitive. Our competitors include primarily other vendors of machine vision systems, controllers, and
components; manufacturers of image processing systems, sensors, and components; and system integrators. We also compete
with internal engmeerlng departments of current or prospective customers, as well as open- source tools available for free from
various companies, including tools using Al artiftetal-inteHigenee-. In recent years, we-advancements in Al, particularly the
availability of sophisticated Al algorithms and open- source machine vision platforms, have eneotntered-inereased
eompetitionfrom-lowered the barriers to entry in our market. These tools enable new entrants and low- cost providers,
particularly in China, to produce vision previders-in-China-systems that may perform comparably to our offerings. This
commoditization trend intensifies pricing pressures and challenges our ability to differentiate our products solely on
performance or features. Additionally , as-weH-as-frem-large technology companies that-and other competitors with
substantial financial and technological resources may effer-continue to develop and distribute frcc eper-or low - seuree

cost solutions , further eroding market prices . Any-ofIf we fail to effectively respond to thesc eompetitors-may-have-greater
ﬁn&net&l—trends through 1nnovat10n, cost management or other strategles feseﬂfees—t-ha-n—we—de—e%may—éeve{ep—mefe

atR-OUr competltlve posmon
adva-n%age—kraddit—ieﬁ—eenﬁaeﬁt-i-ve—pfessufes—could Weaken. ThlS -}ead—te-pﬂee—efesmﬂ—t-h&t—could haveresult in decreased
market share, reduced pricing power, and a material adverse effect on our revenue, gross margins , and operating results.
Further, in recent years, we have seen some examples of industry consolidation in our markets. This trend may continue as
companies attempt to strengthen or hold their market positions in an evolving industry and as companies are acquired or are
unable to continue operations. We believe that 1ndumy consolidation may result in %trongel Competmon and may be
accompanied by pressure from customers for lower prices. This could dea d-eo
have a material adverse effect on our busiftess-revenue , gross margins, and oper atlng result% —and—ﬁnanet&l—eendrt—teﬂ— If we
fail to attract and retain key talent , effectively plan for succession, and maintain our unique corporate culture, our business and
operating results could suffer. To support our growth and execute our operating plans and strategic initiatives, we must
effectively attract, train, develop, motivate, and retain skilled employees, while maintaining our unique corporate culture.
Technical pel%onnel with experience in machine vision, and more recently Al artifietabinteligeree-and transformer- based
models, are in high demand and competition for their talents is intense. We rely on attracting and retaining talent with these
skills to execute our product development plans. We use time- based and performance- based equity awards, including stock
options and restricted stock units (" RSUs") , including performance restricted stock units ("' PRSUs"), as a key component
of compensation for our more senior employees to align employee interests with the interests of our shareholders, provide
competitive compensation packages, and encourage employee retention. Our stock price volatility may cause periods of time
during which option exercise prices might be less than the sale price of our common stock or the value of RSUs might be less
competitive, which may lessen the retentive attributes of these awards. We are limited as to the number of stock options and
RSUs that we may grant under our stock plans, and we are unsure how effective different stock- based awards with different
vesting schedules will be to retain key talent. Accordingly, we may find it difficult to attract and retain employees, and any such
difficulty could materially adversely affect our business. Our success significantly depends on the continued contributions of
our executive officers and other key management personnel. The loss of any of these individuals could materially




adversely affect our business, operating results, and financial condition. Effective succession planning is crucial to ensure
smooth transitions and maintain business continuity. Failure to attract and retain executive officers and other key
management personnel or to implement effective succession planning could have a material adverse effect on our
business, reputation, and financial performance. Our failure to properly manage the distribution of our products and services
could result in the loss of revenues and profits. We utilize a direct sales force, as well as a network of distribution and
integration partners, to sell our products and services. We are continually reviewing our go- to- market strategy to help ensure
that we are reaching the most customers that we can and with the highest level of service. At times, this may require strategic
changes to our sales organization or enlisting or dropping various partners in certain regions, which could result in additional

costs or operational challenges. In 2023 eonneetion-with-our“Emerging-Customersales-initiative-, we are-began investing
more aggresswely to e*pa-nd-mg»—— expand our dlrect sales force to 1nclude entry- level fe&eh—eﬁsfefﬂefs—w-he—ma-y—be—newef

eeﬁt-rntte—te—festr}t—rﬂ-mefeased-sales personnel to sell e

interaetiorrof-our easier ﬁéded—Emefgmg—Gusfemer—sa-}es—feree—to reaeh
V&ﬂeﬁs—pﬁfeﬂ&&l—eﬁsfﬁﬂ‘lefs—fef—etﬂ“

busmess 1nternat10nally, we may demde to make changes to our operating structure in other countries When we belleve these
changes will make us more competitive by reaching additional customers, offering faster delivery, importation services, and / or
local currency sales. These new operating models may require changes in legal structures, business systems, and business
processes that may result in significant business disruption and negatively impact our customers’ experience, resulting in loss of
sales. Furthermore, as we assume more responsibility for the importation of our products into other countries, we face higher
compliance risk to adhere to local regulatory and trade requirements. Finally, the local stocking of finished products in countries
outside of our primary distribution centers may result in higher costs and increased risk of excess or obsolete inventory
associated with maintaining the appropriate level and mix of products in multiple inventory locations, resulting in lower gross
margins. Our go- to- market strategy has distinct risks and costs, and therefore, our failure to implement the most advantageous
balance in the sales and operating model for our products and services could have a material adverse effect on our revenue and
profitability. Economic, political, and other risks associated with international sales and operations could adversely affect our
busmess and opemtmo results In %92—3—2024 approxmlately 66—67 % of our revenue was denved from customers 1ocated

components from supphers located oumde of the United St"ltes including China, utilize third- party contlact manufacturers

primarily located in Indonesia and Malaysia, to assemble certain of our products, and beginning-in-the-fourth-quartero£ 2623
with-the-aequisttion-of Meritex-Corperation;-manufacture optical components at in- house production ptans-plants located in

China and Vietnam and-China- We intend to continue to expand our sales and operations outside of the United States and
expand our presence in international emerging markets. As a result, our business is subject to the risks inherent in international
sales and operations, including, among other things: ¢ various regulatory and statutory requirements, * diffietltiesin-injeeting
and-repatriating-eash;~-—cxport and import restrictions , including trade sanctions ,  trade tariffs, * transportation delays, *
product certlhcdtlon requnements . employment regulatlons and local labor conditions, * diffienities-instaffing-and-managing
; orruption y+instability-in-eeonomie-orpolitieat
eeﬁd-rt—teﬂs—‘-pe-l-r&e&l-er—tfade—saﬂeﬁeﬁs— dlﬁlcultles protectmg 1ntellectual property, © ureertainties-sturrounding-the

y varying data protection and privacy laws, ¢ business
systems connectmty issues , ® gams and losses assoc1ated w1th forelgn currency exposures, * difficulties injecting and
repatriating cash , and * potentially adverse tax consequences. Any of these factors could have a material adverse effect on our
business, operating results , or financial condition. We face several risks related to conducting business in China. In recent years,
trade tariffs imposed by the United States on certain components imported from Chinese suppliers resulted in higher costs for
our products, which, to date, have not been material to our total cost of geeds-revenue . In addition to trade tariffs, U. S. export
controls that place restrictions on the exportation of our products or a subset of our products, including applicable regulations
promulgated by the U. S. Commerce Department’ s Bureau of Industry and Security, have had a negative impact on our revenue
from customers based in China. The recent expansion of U. S. sanctions on Chinese companies, including expanded
restrictions with respect to Chinese semi- conductor companies, has heightened the risks and complexities for U. S.
companies conducting business in China. These sanctions have led to increased scrutiny and operational challenges,
which may result in costly supply chain shifts and loss of customers and business opportunities. Adjusting our business
and supply chain to comply with new or amended international Frade-trade restrictions, sanctions, or tariffs and-export
eontrols-alse-have-had-an-can indireet-be expensive, time- consuming, and operationally challenging and may cause our
customers to find alternative providers of machine vision products and services. Such restrictions are often implemented
with little or no advance notice, creating uncertainty and limiting our ability to mitigate their impact en-the-eeonomie
ehma-te—effectlvely F urthermore, customers i in Chma may percelve heightened ;whieh-in-tarm;has-had-anegative-impaet-on
W risks in doing business with &-U. S. eompany-companies ,
whlch may reduce demand —"Phe—rmpes&-t—tefref—&éd-r&eﬂa{—t&ﬂ-ffs—e%for et-heih&ade—b&mefs-eet&d—mefease-our eostsireertatn
vistor-products and-serviees-. To date, the impact




of these restrictions has been immaterial to our total revenue and costs; however, if disputes and conflicts continue or further
escalate, actions by governments in response could be significantly more severe and restrictive and could materially adversely
affect our operating results. An escalation of the China- Taiwan conflict could lead to challenges procuring integrated circuit
chips from Taiwan- based vendors that are fundamental to the design of our products. Although we are taking steps to mitigate
thls rlsk 1nclud1r10 purchdsmg chlps in ddvance of dem"lnd there can be no assurance that these steps will be successful in

£y v s-resulting
charges lmplementatlon of our acquisition strategy may not be successful which could affect our dblhty to increase our
revenue or profitability and may otherwise adversely affect our business. We have acquired, and may continue to acquire, new
businesses and technologies. During the fourth quarter of 2023, we completed our largest acquisition to date by acquiring
Moritex Corporation, a global provider of premium optical components based in Japan, for an enterprise value of approximately
$ 270 million. The Moritex acquisition, and acquisitions in general, may involve significant risks and uncertainties, which could
include, among others: ¢ the diversion of management' s attention from other operational matters, ¢ the inability to realize
expected synergies or other benefits resulting from the acquisition, including the failure to achieve projected sales of acquired
products, * difficulties or delays integrating personnel, operations, technologies, products, processes, and systems of the
acquired business, particularly in locations far from the Company' s headquarters, ¢ the failure to retain key talent and
difficulties integrating corporate cultures, ¢ entry into markets in which we may have limited prior experience and where
competitors have stronger market positions, ¢ the inability to protect and secure acquired intellectual property or confidential
information, ¢ difficulties or delays completing the development of acquired in- process technology, ¢ the failure to retain key
customers, * the impairment of acquired intangible assets resulting from lower- than- expected cash flows from the acquired
assets, * acquisition- related charges, which could adversely impact operating results and cash flows in any given period and
could be substantially different from period to period, * difficulties with implementing internal controls and accounting systems
necessary to be compliant with requirements applicable to public companies subject to SEC reporting, and « difficulties with
closing a transaction due to regulatory approvals, employment matters, required consents, litigation, or other challenges, which
could increase costs and prevent the acquisition from being completed within the expected timeframe, or from being completed
at all. Acquisitions are inherently risky and the inability to effectively manage these risks could have a material adverse effect
on our operating results. Our future capital needs are uncertain and may be influenced by various factors, including
strategic initiatives, which could impact our financial condition and operating results. Our future capital needs are
uncertain and may be affected by various factors, including strategic initiatives. We may need to raise additional capital
in the future for a variety of reasons, such as to acquire businesses or fund growth opportunities. Raising capital may
involve issuing debt, which could increase our leverage and limit our financial flexibility, or equity, which could result in
dilution to our existing shareholders. There can be no assurance that such capital will be available on favorable terms, or
at all. Challenges in obtaining favorable funding may delay, reduce, or eliminate certain business activities or growth
initiatives, which could adversely affect our financial condition and operating results. Risks Related to Information
Technology and Intellectual Property Information security breaches may adversely affect our business. We rely on our
information technology systems, including third- party services, to effectively run our business. We may be subject to
information security failures or breaches caused by hacking, malicious software, acts of vandalism or terrorism, or other events.
The risk of a cyberattack continues to increase given rapid advancements in technologies, as well as the proliferation of
diplomatic and armed conflict throughout the world. Our security measures or those of our third- party service providers may
not detect or prevent such breaches. Any-Cybersecurity threats are becoming increasingly sophisticated and frequent, with
attackers employing new and varied methods such eempromise-as ransomware, phishing, and advanced persistent
threats. These threats pose significant risks to our infermationrseeurity-eouldresult-in-operations, including: ¢ disruption of
operations, system outages, data corruption, and other disruptions, impacting our ability to deliver products and services
to our customers, ° the distraction of management and diversion of information technology resources, ® theft of our intellectual



property, including software source code, trade secrets, and a-misappropriation-of-oureash-or-other assets;-aninterruptionin

eur-operations;-the-unauthorized-pubhieationofour-confidential business or proprietary information, ¢ financial losses through
fraud, the-theft unautherizedrelease-of assets, or the costs associated with responding to and mitigating the effects of an

attack, ¢ reputation damage and loss of trust among stakeholders as a result of breaches of customer, vendor, or employee
data, » and-the-exposure-to-litigation er, regulatory penalties, any-efwhieh-eould-harnrour-business-and eperating-increased
compliance costs as a results— result of data breaches and cybersecurity incidents . We have experienced cybersecurity
incidents in the past, however, to date, these incidents have not had a material impact on our operations or financial results.
Future cybersecurity incidents could have a material adverse effect on our business, reputation, financial condition, or operating
results. We continuously invest in and enhance our cybersecurity measures, including employee training, incident
response planning, and collaboration with third- party experts, to mitigate these risks. Changes in laws or regulations
relating to data privacy or data protection, or any actual or perceived failure by us to comply with such laws and regulations,
could harm our business. We are subject to a variety of United States and international laws, rules, policies , and other
obligations regarding data protection and security breaches. Privacy and data %ecurity have become significant issues in the
Unrted States, Europe, and in many other Jurl%drctronq where we Conduct or may in the future conduct our operatlon% Fef

regulatory framework for the Collectron use, %afeguardrng, qharlng, nd transfer of 1nf0rmat10n Worldwrde is rapldly evolvrng

and is hkely to remain uncertaln for the fore%eeable future.

to further r odrfy certaln of our 1nf0rrnat10n practlcei and Could %ubject us to addrtronal comphance costs and-expenses-. These
laws continue to develop and may be inconsistent from jurisdiction to jurisdiction. The adoption of AI technologies is subject
to increasing regulatory scrutiny, with emerging laws such as the European Union' s AI Act and U. S. initiatives
potentially imposing requirements for transparency, bias mitigation, and ethical deployment. Compliance with these
evolving standards may increase costs, delay product launches, or require significant changes to our technologies. Al-
related concerns, including data privacy, intellectual property, and cybersecurity, add further complexity, while
inconsistent global regulations heighten operational challenges. Complying with emerging and changing requirements may
be costly and require us to change certain business practicei Noncompliance could result in significant fines, penaltieq claims,
or legal liability. Any inability to adequately address privacy and data security concerns or comply with applicable privacy or
data security laws, regulations, and policies could result in additional cost and-iabiity-tous-, damage our reputation, inhibit
sales, and harmradversely affect our business , financial condition, and operating results . If we fail to successfully protect
our intellectual property, our competitive position and operating results could suffer. We rely on our proprietary software
technology and hardware designs, as well as the technical expertise, creativity, and knowledge of our personnel , to maintain our
position as a leading provider of machine vision products. Software piracy and reverse engineering may result in counterfeit
products that are misrepresented in the market as Cognex products or pirated products that contain stolen technology, such as
software. Although we use a variety of methods to protect our intellectual property, we rely most heavily on patent, trademark,
copyright, and trade secret protection, as well as non- disclosure agreements with customers, suppliers, employees, and
consultants. We also attempt to protect our intellectual property by restricting access to our proprietary information by a
combination of technical and internal security measures. These measures, however, may not be adequate to: ¢ protect our
proprietary technology, ¢ protect our patents from challenge, invalidation, or circumvention, or ¢ ensure that our intellectual
property will provide us with competitive advantages. Our pending and future patent applications may not issue as patents or, if
issued, may not issue in a form that will provide us with any meaningful protection or any competitive advantage. Even if
issued, existing or future patents may be challenged, narrowed, invalidated, or circumvented, which could limit our ability to
stop competitors from developing and marketing similar products, increase costs, or limit the length of patent protection we may
have for our products. Furthermore, other companies may design around technologies we have patented, licensed, or developed.
Moreover, changes in patent laws or their interpretation in the United States and other countries could also diminish the value of
our intellectual property or narrow the scope of our patent protection. In addition, the legal systems of certain countries do not
favor the aggressive enforcement of patents ;-and the laws of foreign countries may not protect our rights to the same extent as
the laws of the United States. As a result, our patent portfolio may not provide us with sufficient rights to exclude others from
commercializing products similar to ours. Any of these adverse circumstances could have a material adverse effect on our
operating results. Risks Related to our Supply Chain The failure to manufacture and deliver products in a timely manner could
negatively affect customer satisfaction and our operating results. A significant portion of our products is presently-manufactured
by a third- party contractor located in Indonesia. Since 2022, we have been scaling up an additional contract manufacturer
located in Malaysia, which has is-expeeted-to-further mitigate-mitigated risk, diversify-diversified our supply chain, and
expand-expanded our production capacity. With the acquisition of Moritex Corporation in the fourth quarter of 2023, we began
in- house manufacturing of optical components, such as lenses and lighting, in production plants located in China and Vietnam
and-China-. In- house manufacturing exposes us to various risks that could adversely impact our business operations and
financial condition, including, but not limited to, (i) the health and safety of our employees engaged in manufacturing; (ii) the
storage, use, and transportation of hazardous materials utilized in the manufacturing process; and (iii) legal risks related to
environmental protection and health and safety laws in all applicable jurisdictions. Although our third- party and in- house
manufacturers have the ability to shift production to plants in other regions when operations in their primary plant are disrupted,
production and test equipment located at the plant that is unique to the manufacture of Cognex products creates practical



challenges to doing so in a timely manner. Furthermore, the loss of a key supplier, or failure of a key supplier to access
necessary credit to operate its business or otherwise remain in business, could have a material adverse impact on our operating
results. Changes and additions to our supply chain require considerable time and resources and involve significant risks and
uncertainties, and we can provide no assurance of return on, or success of, such investments. We also rely on our third- party
and in- house manufacturers to meet delivery schedules. We have experienced, and may continue to experience, delays in the
delivery of our products from our suppliers due to the impact of global supply chain challenges or other factors. For example, on
June 7, 2022, our primary contract manufacturer experlenced a hre at its plant in Indonesia which destroyed a ugnlhc’lnt amount

of Cognex —ewned-eensigned-inventories

destgnated-for-Cognexpreduets- The fire resulted n del"lyed shlpments loss of sales and hléhel— thdn normal purchdse costs
to replenlsh component inventories , which adv ersely 1mpacted our busmess hnancml condition, and results of operatlons

first half of 2023. Challenoes in obtdmmé components and maintaining production have resulted in delays, and may continue to
result in delays, in meeting our delivery schedules that, as a result, deldy deliveries to our customers past their requested delivery
date. Delays in customer orders also can result in delayed revenue recognition or loss of business which can impact our
operating results in a particular reporting period. Our inability to obtain components for our products could adversely affect our
operating results. Certain key electronic and mechanical components, such as integrated circuit chips, are fundamental to the
design of Cognex products. Due to the impact of global supply chain challenges and other factors, we have experienced, and
may continue to experience, disruptions to the supply of components for our products that have resulted, and may continue to
result, in higher purchase costs, higher delivery costs, and manufacturing delays. An-eseatatiorrIf components purchased by
our contract manufacturers have not been consumed in our production of finished goods within a certain period of time,
we have been required, and may continue to be required, to purchase the-these components China—Faiwan-conflieteoutd
resultinrehallengesproeuringintegrated-etrenit-ehips-rom Fatrwan—based-vendors-our contract manufacturers and later sell
them back when they are needed to meet our demand . Although-While we are-taling-steps-typically expect these
components to mitigate-be consumed in the production of our finished goods, this arrangement may expose us to an
1ncreased rlsk —rﬂew}udmg—pﬂrehasrng—e%ﬂps—rrr&d-v&nee-o excess
; or eﬂrreﬂt—eest—smtefure-obsolete 1nventory and resultmg charges
We source component% from prefelred Vendms that are selected based on price , quality and performance considerations. In the
event of a supply disruption from a preferred vendor, these components typically may be purchased from alternative vendors,
which may result in higher purchase costs and manufacturing delays based on the time required to identify and obtain sufficient
quantities from an alternative source. Certain Cognex products utilize components that are available from only one source. If we
are unable to secure adequate supply from these sources, we may have to redesign our products, which may lead to higher costs,
delays in manufacturing, and pessibie-loss of sales. Although we are taking certain actions to mitigate supply risk and have
entered into agreements sinelading-nbroker-markets;-for the supply of many components, there can be no assurance that
Cognex will be able to extend or renew these agreements on similar terms, such as purchase prices, or at all. Component
suppliers may suffer from poor financial conditions, which can lead to business failure for the supplier, further limiting our
ability to obtain sufficient quantities of components on reasonable terms, or at all. Therefore, Cognex remains subject to risks of

supply shortages and pr1ce increases that can adversely affect our business and-eperatingresalts—Our-fature-to-effeetively




demand, significant delays, substantial costs, or customer dissatisfaction and / or loss of sales. If flaws in either the design or
manufacture of our products were to occur, we could experience a rate of failure in our products that could result in significant
delays in shipment and material repair or replacement costs. Due, in part, to our focus on releasing new products as quickly as
possible to satisfy customer demands, our release- to- market process may not be robust enough to detect significant design
flaws or software bugs. While we engage in product quality programs and processes, including actively monitoring and
evaluating the quality of our component suppliers and contract manufacturers, these actions may not be sufficient to avoid a
product failure rate that results in: ¢ substantial delays in shipment, ¢ significant repair or replacement costs, ¢ product liability
claims or lawsuits, particularly in connection with life sciences customers, electric vehicle battery manufacturers, or other high-
risk end- user industries, ¢ customer dissatisfaction and / or loss of sales, or ¢ potential damage to our reputation. Any of these
results could have a material adverse effect on our operating results. Risks Related to Revente-Coneentrations-Financial
Performance The loss of, or significant curtailment of purchases by, large customers could have an adverse effect on our
business. #2623-Over the past few years ﬂe—smg}e-we had two eustomer-customers that represented mefe—t-ha-n—lo % or
more of our total revenue —Hewey ; : ;
eleetrontes-industries- Large cu%tomer@ may divert management s attention from other operatlonal matters and pull resources
from other areas of the business, resulting in potential loss of sales from other customers. In addition, large customers may
receive preferred pricing and a higher level of support, which may lower our gross margin pereentage-. Furthermore, in certain
instances, due to long supplier lead times, we may purchase inventory in advance of receipt of a large customer purchase order,
which exposes us to an increased risk of excess or obsolete inventory and resulting charges. The loss of, or curtailment of
purchases by, any one or more of our large customers, has had, and could in the future have a material adverse effect on our
operating results. Our RisksRelated-to-Finanetal-financial performance varies quarterly due to seasonal and cyclical
purchasing Matters-patterns and the timing of large customer orders, which can lead to challenges in accurately
forecasting our financial results. Our business experiences significant seasonal variations, with certain quarters typically
generating higher revenues due to industry cycles and customer purchasing patterns, which can significantly impact
quarterly results depending on their timing. The sale of our products and services is dependent on customers whose
industries are subject to seasonal or cyclical trends in the demand for their products. For example, the consumer
electronics industry is particularly volatile, making demand difficult to anticipate, which exposes us to increased risk of
excess and obsolete inventory and resulting charges. This volatility can also lead to challenges in forecasting our financial
results. Failing to meet quarterly revenue and earnings expectations due to these seasonal and cyclical trends could
negatively impact investor confidence, resulting in stock price volatility and potential reputational damage. We are at risk
for impairment charges with respect to our investments or acquired intangible assets, which could have a material adverse effect
on our operating results. As of December 31, 2023-2024 , we had approximately $ 374-401 million of debt securities in our
investment portfolio. These debt securities are reported at fair value, with unreahzed galn% and lo%sei net of tax, 1ncluded in.
shareholders’ equity as other comprehensive income (loss) st g
As of December 31, 2623-2024 , our portfolio of debt securities had a net unreahzed loqs of $ 9—4 967—904 OOO Included in
this net loss, were gros% unreahzed losses totahng $ 465, 555—317 000 of which § -1—2 56—1—118 000 related to debt
securities w wely W
months. Management monitors its debt securities that are in an unreahzed loss position to determlne whether a loss exists related
to the credit quality of the issuer that would be reported in current operations. While management currently intends to hold these
securities to full value recovery at maturity, we may determine to sell these securities prior to maturity to fund our operations,
malke-complete acquisitions, or for other purposes, which may result in a loss. It is our policy to invest in investment- grade debt
securities that minimize our exposure to credit losses; however, no assurances can be made that we will not incur credit losses
with respect to our securities portfolio. Ne-eredittosses-were-reeordedin2623—As of December 31, 2623-2024 , we had
approximately $ H3-91 million in acquired intangible assets, consisting primarily of aeguired-teehnologtes-and-customer
relationships and completed technologies . The majority of these intangible assets were recorded in the fourth quarter of 2023
when Cognex acquired Moritex Corporation. These assets are susceptible to changes in fair value due to a decrease in the
historical or projected cash flows from the use of these assets, which may be negatively impacted by economic trends. We
evaluate long- lived assets for impairment annually each fourth quarter and whenever events or changes in circumstances,
referred to as" triggering events," indicate the carrying value may not be recoverable. If we determine that any of these
investments or intangible assets are impaired, we will be required to take a related charge to-earmings-that could have a material
adverse effect on our operating results. We may have additional tax liabilities and our effective tax rate may increase or
fluctuate, which could adversely affect our operating results and financial condition. As a multinational corporation, we are
subject to income taxes, as well as non- income based taxes, in the United States and numerous foreign jurisdictions. Our
effective income tax rate is dependent on the geographic distribution of our worldwide earnings or losses and the tax laws and
regulations in each geographic region in which we operate. Significant judgment is required in determining our worldwide
provision for income and other taxes. The application of tax laws and regulations is subject to legal and factual interpretation,
judgment, and uncertainty, and tax laws themselves are subject to change. For example, many countries have reeently-adopted,
or are considering the adoption of, revisions to their respective tax laws based on the Organization for Economic Co- operation
and Development’ s (“ OECD ”) Inclusive Framework, which could impact our tax liability due to our organizational structure
and significant operations outside of the United States. Furthermore, we are subject to regular review and audit by both domestic
and forelgn tax authorities and may be as%esqed addltlonal taxes, penaltles fees, or interest whieh-eould-have-a-matertal

0 P erts-. Although we believe our tax positions are reasonable,
the final determination of tax audits or any related lmgatlon could be different from what is reflected in our financial statements
and could have a material adverse effect on our income tax provision setineome;-or liquidity eash-flows-in the period in which




the determination is made. Fluctuations in foreign currency exchange rates and the use of derivative instruments to hedge these
exposures could adversely affect our reported results, liquidity, and competitive position. We face exposure to foreign currency
exchange rate fluctuations, as a significant portion of our revenues, expenses, assets, and liabilities are denominated in
currencies other than the functional currencies of our subsidiaries or the reporting currency of our company, which is the U. S.
Dollar. In certain instances, we utilize forward contracts to hedge against foreign currency fluctuations. These contracts are used
to minimize foreign currency gains or losses, as the gains or losses on the derivative are intended to offset the losses or gains on
the underlying exposure. We do not engage in foreign currency speculation. If the counterparty to any of our hedging
arrangements experiences financial difficulties, or is otherwise unable to honor the terms of the contract, we may experience
material losses . We may enter into other types of financial instruments in the future to mitigate our foreign currency risk
as we deem appropriate . The success of our foreign currency risk management program depends on forecasts of transaction
activity denominated in various currencies. To the extent that these forecasts are overstated or understated during periods of
currency volatility, we could experience unanticipated foreign currency gains or losses that could have a material impact on our
results of operations. In addition, our failure to 1dent1fy new exposure% and hedge them in an effective manner rnay result in
materral forergn currency garns or losses —Jrr-a ; & RSes4

condrtronq may negatively impact our operating results. Our revenue levelq are nnpacted by global economic conditions, as we
have a significant business presence in many countries throughout the world. Unfavorable economic conditions, such as
inflation, slower growth or recession, higher interest rates, tighter credit, and labor shortages, may cause companies to delay or
reduce spending for automation projects, including those with machine vision, amid weaker general manufacturing confidence
and heightened uncertainty around global trade. Furthermore, customer confidence and capital investment can be materially
adversely impacted as a result of financial market volatility, negative financial news, declines in income or asset values, energy
shortages and cost increases, labor and healthcare costs, and other global economic conditions. When global economic
conditions are unfavorable, our revenue and our ability to generate operating profits could be materially adversely affected. As a
result of global economic conditions, our business is subject to the following risks, among others: ¢ our customers may not have
sufficient cash flow or access to financing to purchase our products and services, * our customers may not pay us within agreed
upon terms or may default on their payments altogether, ¢ our suppliers may be unable to fulfill their delivery obligations to us in
a timely manner, ¢ lower demand for our products may result in charges for excess and obsolete inventory if we are unable to
sell inventory that is either already on hand or that we are committed to purchase, * lower cash flows may result in impairment
charges for acquired intangible assets or goodwill, ¢ a decline in our stock price may make stock- based awards a less attractive
form of compensation and a less effective incentive for retention for our employees, and ¢ the trading price of our common stock
may be volatile. As of December 31, 2623-2024 , we had approximately $ 576-587 million in cash and investments. In addition,
we have no long- term debt. We believe that our strong cash position puts us in a relatively good position to weather economic
downturns. Nevertheless, our operating results have been materially adversely affected in the past, and could be materially
adversely affected in the future, as a result of unfavorable economic conditions and reduced capital spending by manufacturers
and logistics companies worldwide. Natural disasters, fires;energy-shortages;-widespread public health issaes-crises , er-and
man- made disasters could result in business disruptions that may adversely affect our business and operating results. Our
business, and the businesses of our customers, suppliers, and third- party service providers, could be disrupted by natural
disasters, fires;-energy-shertages-such as extreme weather events and earthquakes . public health crises, such as pandemics
and epidemics, man- made disasters, such as eyberattacks;-terrorism er-and industrial accidents, or other events outside of our
control. Certain facets of our business operations, such as our third- party primary contractor manufacturers in Indonesia and
Malayqra are 1n locations that may be more prone to earthquake% and other natural disasters ;-and-global-elimate-change-may

FEHE . Following a business
disruption, the Company could be %ubj ect to productron downtrme% operatronal delays, substantial recovery time, customer
claims, significant expenditures to resume operations, the diversion of management’ s attention and resources, or loss of
business, any of Whrch could have a material adverse effect on our competrtrve position, financial condltlon, or operating

business-. While we rnarntarn insurance coverage for certain type% of lo%sei %uch insurance coverage may be insufficient to
cover all losses that may arise. The impact of any such business disruption on the Company is difficult to predict and will
depend on the severity of the event and resulting governmental, community, and business actions . Expectations relating to
environmental, social, and governance considerations expose the Company to potential liabilities, increased costs, reputational
harm, and other adverse effects on our business. Many-governments-Governments , regulators, investors, employees, customers
, suppliers , and other stakeholders are 1ncrea§1ng1y focuqed on envrronmental social, and governance eeﬂstdef&t—tens
disclosures relating to businesses activities ; ;
and-diversityequityandineluston. {-n—addrt-teﬂ—Performance in thls area is drlven by transparency we—ma-ke—goal settlng,




and third- party opinion. Any failure, or perceived failure, to further our initiatives, adhere to our public statements
about, comply with federal, state, otir—- or 1nternat10nal env1ronmental socral and gover nance goa-ls—laws and -rn-rtraﬁves
through-regulations, eur- or meet evolving : 7 0 d-otro
stakeholder expectations and standards could result in legal and regulatory proceedmgs agamst other—- the

eommunieations—inaddittor-Company and adversely affect our business , future-reputation, financial condition, operating
results, stock prlce, and abrllty to operate in certai geographlc reglons. Respondmg to environmental -la-ws—a-nd—regu-l&&ons

A : socral and governance eonsrderaﬁoﬁs—drsclosure requests and
the implementation of assoc1ated t-hese—go&ls—aﬁd—rnltlatlves 1nvolves risks and uncertainties, requires investments, and depends
in part on third- party performance or data that is outside of our control . Initiatives related to climate performance may be
dependent upon the availability of alternative energy sources and evolving procurement practices. Stakeholder
expectations and prlorrtles continue to change We cannot guarantee that we erl achieve our environmental, social, and

governance goals & or commltments goa-ls—&ﬂd—m-rﬁatwes—

subject to Volatlhty We have experreneed substantlal stock price volatlhty in the past and may continue to do so in the luture
The price of our stock may be affected by factors such as our financial performance, announcements of technological
innovations or new products by us or our competitors, market conditions, and other factors. Additionally, the Company, the
technology industry, and the overall stock market have, from time to time, experienced extreme stock price and volume
ﬂuctuatlons that have affected stock prlces in W"lys that may have been unrelated to these companres operating per formance

g-wen—pomt—m—t—rme—We beheve the prlce of our stock should reﬂect expectatlons e-f—for luture growth and proht"lbrhty If we larl
to meet expectations related to future growth, profitability, dividends, share repurchases, or other market expectations, the price
of our stock may decline significantly, which could have a material adverse impact on investor confidence and employee
retention. Our Company may be subject to time- consuming and costly litigation or activist sharecholder activities. From time to
time, we may be subject to various claims, demands, and lawsuits by competitors, shareholders, customers, distributors, patent
trolls, former employees, or other parties arising in the ordinary course of business, including lawsuits charging patent
infringement, or claims and lawsuits instituted by us to protect our intellectual property and confidential information, or for
other reasons. These matters can be time - consuming, divert management’ s attention and resources, and cause us to incur
significant expenses. Furthermore, the results of any of these actions may have a material adverse effect on our operating results.



