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Q3 2013 Executive summary 
 

• Worldwide PC shipments are expected to fall by 10.1% in 2013, slightly more than the previous 
projection of 9.7%, and by far the most severe yearly contraction on record. Total shipments are 
projected to decline by an additional 3.8% in 2014 before turning slightly positive in the longer 
term.  Vendors are looking to new ‘convertible’ and ‘hybrid’ laptops featuring removable tablets 
and full-function compute power to attract enterprises and consumers alike.1 

• With a total of 211.6 million smartphone units shipped during the quarter, Android accounted for 
81%, surpassing the 80% threshold for the first time in its short history. Despite high saturation 
rates in a number of mature markets, the overall smartphone segment grew 39.9% year over year 
in the third quarter. Microsoft's Windows Phone also reached a milestone, growing by 156% year 
over year.1 

• Smartphone average selling prices (ASPs) have continued to decline as the appetite for more 
affordable devices grows. ASPs were down 12.5% in Q3’13, accounting for an average price of 
US$317. At the same time, the market has seen a large influx of large-screen smartphones (5”-7” 
screens), also known as phablets. Phablet ASPs in Q3’13 were notably higher than the market 
average at US$443. However, year over year, phablet ASPs were down 22.8% from the Q3’12 ASP 
of US$573. 

 
 

 

 

Worst yearly contraction on record for PC shipments 
Tech companies post mixed results 

 
 

 
 

1. International Data Corporation, November/December 2013 
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Q3 2013 Executive summary continued 
 

• After dipping to its slowest pace of growth since the financial crisis in 2013, IDC forecasts 
worldwide IT spending to improve next year. Overall tech spending is on course to increase by 4% 
this year at constant currency, reaching US$2.04 trillion, down from last year’s growth of 5% 
mainly due to the slowdown in key emerging markets including China and Russia.1  

• US technology M&A activity was sluggish in the first half of the year but activity picked up in Q3’13 
putting technology on an upward trajectory for the fourth quarter. Deal volume increased by 97% 
to 63 deals in the third quarter while deal value increased 100% to US$27.7bn. Though there were 
positive signs in the US market, several challenges such as fluctuations in the US equity sector, 
uncertainties around the Syrian crisis and low yields from US bonds tempered action.2 

• There were 13 global technology IPOs in Q3 with total proceeds of US$1.3bn, an 18% increase in 
volume and 33% increase in dollars over Q3’12. Growth in the first half of 2013 was fueled by 
investors’ increased appetite for risk supported by a rising equity market. However, the continued 
absence of IPOs in the Chinese market coupled with the liquidity crunch faced by the broader 
global market led to slightly reduced activity in the third quarter compared to Q2’13.3 

2. PwC  US technology M&A insights, Q3’13 
3. PwC Global Technology IPO Review Q3’13; IPOs with issue size greater than US$40mn 
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Source: ISM; IC Insights 
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The Purchasing Manager’s index rose to 55.8 in Q3’13, reaching the highest point since Q3’11 and 
suggesting a solid uptick in activity in Q4. The manufacturing sector continued to grow in October 
and November, recording a PMI of 56.4 and 57.3 respectively. 

US Purchasing Manager’s Index (PMI) trends (2004-2013) 
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Snapshot by subsector 

Communications  



Technology Sector Scorecard 

PwC 

8 

Market analysis  
Communications 

• Worldwide mobile phone sales to end users totaled 455mn units in Q3’13, an increase of 5.7% from 
the same period last year. Sales of smartphones accounted for 55% of overall mobile phone sales in 
Q3’13, and reached their highest share to date.1 

• Worldwide smartphone sales to end users reached 250mn units, up 45.8% from Q3’12. Asia/Pacific 
led the growth in both the smartphone segment, with 77.3% increase, and the mobile phone 
segment, with 11.9% growth. Other regions to show an increase in the overall mobile phone market 
were Western Europe, which returned to growth for the first time, and the Americas.1  

• Sales of feature phones continued to decline and the decrease was more pronounced in markets 
where the average selling price (ASP) for feature phones was much closer to the ASP of affordable 
smartphones. In markets such as China and Latin America, demand for feature phones fell 
significantly as users rushed to replace their old models with smartphones.  Global mobile phone 
sales are on pace to reach 1.81bn units in 2013, a 3.4% increase from 2012.2  

• Cisco reported third quarter revenue of US$12.1bn and net income of US$2.0bn or US$0.37 per 
share. Cisco completed its acquisition of Sourcefire, Inc., a cyber security solutions company, 
making Cisco a provider of one of the industry's most comprehensive advanced threat protection 
portfolios, as well as a broad set of enforcement and remediation options that are integrated, 
pervasive, continuous and open. Cisco also completed its acquisition of privately-held Composite 
Software, Inc. to expand its portfolio of Smart Services and extend its next-generation services 
platform by connecting data and infrastructure.3 

 
 

1. Gartner Press Release, August 2013 
2. Infonetics Research, June 2013 
3. Infonetics Research, August 2013 
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Market analysis (contd.) 
Communications 

• Motorola Solutions, Inc. reported Q3’13 sales of US$2.1bn, down 2% from Q3’12. The decline was 
due to lower government segment sales (down 4% YoY) in North America and Asia Pacific. 
Enterprise segment sales grew 2% YoY.  The company expanded operating margins, reduced costs 
and delivered  23% EPS growth sequentially. The operating earnings in Q3’13 were US$320mn or 
15.2% of sales, compared to US$324mn in the third quarter last year.  Earnings per share were 
US$1.16, compared to US$0.72 in Q3’12. The growth in EPS was due to lower incentive payments, 
structural cost improvements and US$96mn of tax benefits. 

• Nokia acquired Siemens’ stake in Nokia Siemens Network (NSN) for  €1.7bn this quarter and also 
confirmed the sale of its handset business to Microsoft. Nokia Lumia Q3’13 volumes increased 19% 
QoQ to 8.8mn units, reflecting a recently broadened Lumia product line and strong customer 
demand, particularly for the Lumia 520.  Third quarter mobile phone unit sales increased 4% QoQ 
to 55 million units, demonstrating solid performance in several recently launched devices, 
particularly the Nokia 105, the Asha 501, and the Nokia 210. Nokia Group net sales in Q3’13 were  
€5.7bn, flat QoQ led by NSN net sale decrease of 7% QoQ to €2.6bn. HERE (formerly Nokia Ovi 
Maps) Q3 net sales decreased 9% QoQ to €0.2bn, due to lower seasonal sales.  

• Ericsson’s sales of SEK53.0bn were down 3% YoY. Lower revenue resulted from  the adverse impact 
of foreign exchange, lower demand from Japan and the slow down of two major broadband 
coverage projects in North America. Operating income including joint ventures was SEK4.2bn with 
an operating margin of 8.0%. Operating income and operating margin were positively impacted by 
improved gross margin and no negative financial impact from ST-Ericsson. Net income was SEK 
3.0bn. Ericsson closed the acquisition of Mediaroom, which places Ericsson as the world’s largest 
Internet Protocol TV player, based on market share.  
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Q3 performance  
Communications 

Company 3Q 2013 

Revenue 
($ millions) 

Gross margin 
(%) 

Net income/loss 
($ millions) 

EPS ($) Market cap  
($ millions) 

Cisco Systems Inc          12,085 61.29%                1,996       0.37         120,983  

LM Ericsson*            8,080  32.00%                   459       0.14          41,411  

Motorola Solutions Inc            2,112  49.38%                   307       1.16          15,457  

Nokia Corp**            7,496  31.70%                  (120)     (0.03)         24,164  

* SEK to USD exchange rate used for Ericsson is 0.1525 USD/SEK 

**EUR to USD exchange rate used for Nokia is 1.324 USD/EUR 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “data explorer” box 

http://www.pwc.com/techscorecard
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Q2 performance  
Communications 

Company 2Q 2013 

Revenue 
($ millions) 

Gross margin 
(%) 

Net income/loss 
($ millions) 

EPS ($) Market cap  
($ millions) 

Cisco Systems Inc  12,417 59.17%  2,270  0.42   135,078 

LM Ericsson*  8,438 32.39%  231  0.07   36,381 

Motorola Solutions Inc  2,107 48.84%  258  0.94   15,350 

Nokia Corp**  7,437 33.49%  (363)  (0.08)  13,884 

* SEK to USD exchange rate used for Ericsson is 0.1525 USD/SEK 

**EUR to USD exchange rate used for Nokia is 1.3058 USD/EUR 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “data explorer” box 

http://www.pwc.com/techscorecard
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Q1 performance  
Communications 

Company Q1 2013 

Revenue 
($ millions) 

Gross margin 
(%) 

Net income/loss 
($ millions) 

EPS ($) Market cap  
($ millions) 

Cisco Systems Inc  12,216 61.48%  2,478  0.46   110,026 

LM Ericsson*  8,086 31.98%  187  0.06   40,607 

Motorola Solutions Inc  1,973 48.40%  192  0.68   17,397 

Nokia Corp**  7,729 31.43%  (448)  (0.09)  12,176 

* SEK to USD exchange rate used for Ericsson is 0.1554 USD/SEK 

**EUR to USD exchange rate used for Nokia is 1.3208 USD/EUR 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “data explorer” box 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Consumer Electronics 
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Market analysis 
Consumer Electronics 

• According to the Consumer Electronics Association (CEA), consumer confidence toward technology 
spending jumped to the highest level in October since 2007, while sentiment toward the overall 
economy slightly increased in October. The CEA Index of Consumer Technology Expectations 
(ICTE), which measures consumer expectations about technology spending, jumped 9.5 points in 
October to reach 90.2. Consumer increased interest in tech is likely due to the approaching holiday 
season. Furthermore, exciting product announcements coupled with early retailer promotions and 
advertisements are likely behind the jump in sentiment toward tech spending.1 

• According to the CEA’s Holiday Purchase Patterns study, 74% of consumers planning to purchase 
gifts this holiday season intend to buy consumer electronics (CE). They plan on allocating 33% of 
their overall holiday gift budgets to CE. CE spending is expected to rise 2.6% this holiday season—
down from 4% growth in 2012.1 

• Global shipments of TVs are expected to decline to 226.7mn units in 2013, down from 238.2mn in 
the previous year. Every type of television will suffer a decline, including the major categories of 
liquid-crystal display (LCD), plasma, cathode-ray tube (CRT) and rear projection. This follows a 7% 
decline in 2012, when shipments fell from 255.2mn in 2011.2 

 

1. Consumer Electronics Association, October 2013 
2. iHS iSuppli, October 2013 
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Market analysis, continued 
Consumer Electronics 

• For the first time ever, global factory revenue for smartphones and tablets will rise to become larger 
than revenue for the entire CE market. Worldwide original equipment manufacturer (OEM) factory 
revenue for media and PC tablets and for 3G/4G cellphones—a category dominated by 
smartphones—will amount to US$354.3bn in 2013. This will be 3% higher than the US$344.4bn for 
CE market OEM factory revenue. The fact that these two product categories are on their own able to 
generate more OEM factory revenue than the entire CE market illustrates the overwhelming 
popularity of smartphones and tablets. The presence of mobile devices has single-handedly reduced 
the value of each product within the CE category. Smartphones and tablets now all carry a quality 
substitute for almost every product in the CE category: TV (mobile video, YouTube), audio 
equipment (iTunes, Pandora), cameras and camcorders (a standard on mobile device hardware) and 
video game consoles (mobile games and apps). 2  

• Apple launched a series of new products this quarter including the iPhone 5c and 5s, iOS 7, the new 
iPad mini with Retina Display, the iPad Air, the new MacBook Pros, the new Mac Pro, OS X 
Mavericks and the iWork and iLife apps for OS X and iOS. With the new iPhone 5c and 5s leading 
the way for quarterly revenue, Apple should report huge profits when it announces its December 
quarter. Just as sales of the more expensive iPhone 5s are outweighing the cheaper iPhone 5c, the 
cheaper iPad models will likely be less popular than the newer, more expensive models, which 
should again result in strong profits. 

• Consumer Electronics companies in the analysis reported a decline in revenues compared to Q3’12 
except for Apple which registered 4.2% growth. The sector also reported lower profits with the 
exception of Philips which reported better operating results across all sectors.   
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Q3 performance  
Consumer Electronics 

Company Q3’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Apple Inc  37,472 37.02%  7,512  8.26   453,403 

Canon Inc  9,318 48.97%  600  0.52   36,384 

Philips*  7,438 41.95%  372  0.41   29,472 

Sony Corp  18,117 34.95%  (197)  (0.19)  22,330 

Toshiba Corporation  16,823 25.22%  166  0.04   18,844 

*EUR to USD exchange rate used for Philips is 1.324USD/EUR. 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the  ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q2 performance  
Consumer Electronics 

Company Q2’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Apple Inc  35,323 36.87%  6,900  7.47   360,225 

Canon Inc  9,766 49.37%  672  0.58   37,892 

Philips*  7,383 41.51%  414  0.46    24,848 

Sony Corp  17,300 35.84%  35  0.03   21,421 

Toshiba Corporation  14,046 24.71%  54  0.01   20,581 

*EUR to USD exchange rate used for Philips is 1.30575 USD/EUR. 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the  ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q1 performance  
Consumer Electronics 

Company Q1’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Apple Inc          43,603 37.50%                9,547     10.09         415,750  

Canon Inc            8,688  47.26%                   435       0.38          42,307  

Philips*            6,945  39.96%                   240       0.26          26,754  

Sony Corp          18,436  33.57%                   999       0.86          17,590  

Toshiba Corporation          18,695  24.66%                   245       0.07          21,386  

*EUR to USD exchange rate used for Philips is 1.3209 USD/EUR. 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

EMS/Distributors 
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Market analysis  
EMS/Distributors 

• The total electronics assembly value was US$1.1 trillion in 2012 and is expected to grow to US$1.5 
trillion in 2017, a 6.7% percent compounded annual growth. Fueled by this huge market, the EMS 
industry is expected to grow from US$419bn in 2012 to US$620bn in 2017.1 

• Flextronics’ adjusted operating income increased US$22mn or 16% QoQ to US$159mn. GAAP 
operating income of US$150mn increased US$63mn from US$87mn in the prior quarter, which 
had reflected US$41mn in restructuring charges.  Flextronics from a financial perspective reported a 
better than expected quarter. The company repurchased an additional 2% of shares during the 
quarter, pushing the total repurchases this fiscal year to 41mn shares or 6%. 

• The average ‘Days of Inventory’ increased by 4.8 days leading to increased inventory in the supply 
chain. The demand is expected to increase by the end of the year due to holiday purchases.  

 

 

 
 
 

1.  BusinessWire, September 2013 
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Q3 performance  
EMS/Distributors 

Company Q3’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS($) Market cap  
(US$ millions) 

Arrow Electronics Inc            5,048 13.30%                     97       0.95            6,039 

Avnet Inc            6,346  11.59%                   121       0.86            5,740  

Flextronics 
International Ltd            6,410  5.75%                   118       0.19            4,822  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q2 performance  
EMS/Distributors 

Company Q2’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS(US$) Market cap  
US($ millions) 

Arrow Electronics Inc            5,306 13.00%                     90      0.86            4,998  

Avnet Inc            6,591  11.70%                   126       0.91            4,605  

Flextronics International 
Ltd            5,791  5.98%                     59       0.09            4,778  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data  explorer’ box. 

http://www.pwc.com/techscorecard
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Q1 performance  
EMS/Distributors 

Company Q1’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS(US$) Market cap  
(US$ millions) 

Arrow Electronics Inc            4,850 13.24%                     78      0.72            5,095  

Avnet Inc            6,299  12.00%                     86       0.62            4,961  

Flextronics 
International Ltd            5,295  5.91%                    (27)     (0.04)           4,433  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Internet 
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Market analysis   
Internet 

• Internet sector trends remain positive—mobile devices and the Internet of Things are driving up the 
time spent online. However, differences remain in how each company is adapting to a growing 
mobile environment. Within online advertising there is a strong momentum in native or newsfeed 
advertising, particularly on mobile devices, with Facebook and LinkedIn as the primary 
beneficiaries. Traditional desktop display advertising is under greater pressure due to the shift 
towards newsfeed advertising along with programmatic audience-based buying.  

• The Internet plays an increasingly central role in the modern world, not only at the level of 
infrastructure, but also in culture, society and business. The Internet of Things (defined as the 
network of physical objects that contain embedded technology to communicate and interact with 
their internal states or the external environment) extends that role to encompass an increasingly 
diverse range of devices and communication streams, many of which will be essentially machine-to-
machine communications, rather than involving a person at either endpoint.  

• Opportunities arising from the Internet of Things over the long term are generally agreed to be 
huge. Manufacturing opportunities, deployment, activation and ongoing management of millions of 
devices, and the analytical opportunities arising from massive streams of potentially real-time 
information, all represent huge untapped business opportunities.1 

 

1.  Gartner, October 2013 
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Market analysis, continued 
Internet 

• The global Internet audience continues to grow rapidly. At the beginning of the year there were 2bn 
broadband Internet users (including fixed and wireless) worldwide. This large base of users 
encourages businesses to innovate new online services. The sales of entertainment, event tickets, 
travel, apparel and consumer electronics are growing rapidly. The most powerful trends on the 
Internet include access via wireless devices, migration of entertainment to the Web and cloud-based 
software-as-a-service.2 

• Overall eCommerce growth remains strong, driven by continued secular penetration and mobile 
devices, which increase the ease of purchasing. This will benefit eBay and Amazon. Late Q3’13 and 
Q4’13 are typically strong periods of stock performance for eCommerce and both companies have 
lagged the broader Internet group YTD since the end of June. Performance for both was also 
impacted in part by many new regional players entering the eCommerce domain since the end of 
June.3 

• Amazon’s sales increased 24% in Q3’13 YoY. Changes in currency exchange rates impacted net sales 
by US$(332)mn and US$(348)mn for Q3’13 and Q3’12 respectively. North American sales grew 31% 
in Q3’13 and 29% for the first nine months of 2013, compared to the comparable periods last year.  
Increased unit sales were the major factor in revenue growth, driven largely by the company’s 
continued efforts to reduce prices for customers, including shipping offers. International sales grew 
15% in Q3’13 YoY .  

 

 
2.  Barrons, October 2013 
3.  Gartner, October 2013 
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Market analysis, continued 
Internet 

• Yelp Inc. reported a total net revenue increase of US$24.8mn, or 68% YoY. Local advertising 
revenue increased US$22.7mn, or 80%, due to a significant increase in advertisement purchases by 
local businesses. Yelp had recently expanded their sales force to reach more local businesses. 
Advertising revenue also increased to US$1.0mn, or 17%, due to an increase in the average spend 
per advertiser, driven by increased advertising impressions. In addition, other services revenue 
increased by US$1.1mn, or 55%, mostly due to an increase in revenue from the sale of Yelp Deals 
and remnant advertising inventory as well as added partnership arrangements. 

• LinkedIn’s revenue for Q3’13 was US$393mn, an increase of 56% YoY. Net loss for the third quarter 
was US$3.4mn (due to stock-based compensation charges) compared to net income of US$2.3mn in 
Q3’12. LinkedIn membership surpassed 259mn, an increase of 38% YoY, and members engaged 
across desktop and mobile devices with mobile devices contributing 50% of revenue. Though 66% of 
users are now outside the U.S., only 38% of revenue is international. 
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Q3 performance  
Internet 

Company Q3’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Amazon          17,092 27.65%                    (41)     (0.09)        143,189  

eBay            3,892  68.55%                   689       0.53          72,199  

Google          14,893  56.94%                2,970       8.75         289,032  

LinkedIn               393  86.41%                      (3)     (0.03)         28,026  

Netflix            1,106  28.48%                     32       0.52          18,324  

Yahoo!            1,139  71.01%                   299       0.28          35,328  

Yelp                 61  93.01%                      (2)     (0.04)           4,202  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q2 performance  
Internet 

Company Q2’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Amazon          15,704 28.62%                      (7)     (0.02)        126,904  

eBay            3,877  68.76%                   640       0.49          66,926  

Google          14,105  57.02%                3,228       9.54         290,233  

LinkedIn               364  86.45%                       4       0.03          19,950  

Netflix            1,069  29.54%                     29       0.49          12,454  

Yahoo!            1,135  70.44%                   331       0.30          27,260  

Yelp                 55  92.70%                      (1)     (0.01)           2,208  

 

For additional financial information, please visit http://www.pwc.com/techscorecard and click on the “Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q1 performance  
Internet 

Company Q1’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Amazon  16,070 26.57%  82   0.18   121,253 

eBay  3,748 69.26%  677  0.51   70,215 

Google  13,969 57.45%  3,346  9.94   262,883 

LinkedIn  325 86.95%  23  0.20   19,128 

Netflix  1,024 29.01%  3  0.05   10,627 

Yahoo!   1,140 69.83%  390  0.35   25,523 

Yelp  46 92.76%  (5)  (0.08)  1,524 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Semiconductors 
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Market analysis 
Semiconductors 

• The Semiconductor Industry Association (SIA) announced that worldwide sales of semiconductors 
reached US$80.92bn during Q3’13, the industry’s highest-ever quarterly sales and an increase of 8.4% 
from Q2’13. Global sales in September 2013 reached US$26.97bn, the highest monthly sales and an 
increase of 8.7% compared to September 2012. The global semiconductor industry has built impressive 
momentum through Q3’13 largely due to growing strength in the Americas. Sales in the Americas 
increased by 24.3% YoY, which is much higher than global sales growth. Sales of memory products, 
specifically analog and logic products, have increased sharply compared to last year. They continue to 
be a major driver of industry growth.1  

• China’s domestic semiconductor design industry is set to reach US$39.84bn at the close of 2013, 
spurred by the extensive use of semiconductors by Chinese-based original equipment manufacturers 
(OEM) for both local consumption and exports. Chip revenue from China’s domestic design market is 
expected to rise by 4% this year. For the next four years, China’s design market is expected to grow 
between 3% to 6% and revenue is expected to reach US$47.8bn by 2017. China’s large domestic market 
will continue to be a great source of chip consumption, but the export market, especially to third-world 
countries, will also support growth. 2 

 

1. SIA , October 2013 
2. iSuppli , October 2013 
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Market analysis, continued 
Semiconductors 

• The global NAND flash memory market slowed in Q3’13 as NAND loading in smartphones and 
tablets, which were its key drivers, declined. Demand for low-end smartphones, which do not use 
NAND flash memory as much as high-end devices where more flash memory is often needed in lieu 
of a microSD card slot, continues to rise. In addition, newly released flagship smartphones (like 
Apple’s iPhone 5, 5c and 5s; Samsung’s Galaxy series; and Sony’s Xperia series) have not added 
more NAND capabilities compared to their predecessor models. The decrease in NAND demand 
may also be attributed to the availability and use of streaming media and free cloud storage 
applications.  NAND shipments were estimated to have grown by 8% in Q3’13, lower than the 
growth rate of 9% achieved in Q2’13. In Q4’13 NAND shipments are expected to increase only 5%, 
lower than Q3’13 performance and also much lower than the 16% rise seen a year ago.2  

• Intel reported modest growth in line with expectations in a tough PC environment, posting a YoY 
revenue increase of US$26mn, or just 1% growth in Q3'13. A 4% increase in average selling prices in 
their PC Client and Data Center Groups attributed to this gain. However, unit sales in both groups 
were down by roughly 4%.  Gross margin decreased by US$101mn, or 1%, compared to Q3’12 
(62.4% vs 63.3%).  The decline was due in part to higher factory start-up costs for the next-
generation 14nm process technology. 
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Market analysis, continued 
Semiconductors 

• Worldwide semiconductor manufacturing equipment spending is projected to total US$34.6bn in 
2013, an 8.5% decline from 2012 spending of US$37.8bn, according to Gartner.  Capital spending is 
expected to decrease 6.8% in 2013, due to diminishing 28nm investment from a softening in the 
mobile market.3 

• The continued weak semiconductor market conditions generated downward pressure on new 
equipment purchases in Q3’13. However, semiconductor equipment quarterly revenue is beginning 
to improve, and positive movement in the book-to-bill ratio indicated that spending for equipment 
will pick up in the remainder of 2013. Spending will follow a generally increasing pattern in all 
sectors throughout the rest of the forecast period.4 

• In 2013, the wafer fab equipment (WFE) picture is one of continuous QoQ growth as major 
manufacturers come out of a period of high inventories and a generally weak semiconductor market. 
Early in the year, the book-to-bill ratio passed 1-to-1 for the first time in months, signaling that the 
need for new equipment is strengthening as the demand for leading-edge devices improves. 

 
 
 

3. Gartner, September 2013 
4. BusinessWire, September 2013 
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Q3 performance  
Semiconductors 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

Company Q3’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Intel  13,483 62.40%  2,950  0.58   114,280 

Applied Materials  1,988 39.99%  183  0.15   21,227 

Texas Instruments  3,244 54.84%  629  0.56   70,137 

TSMC  5,441 48.52%  1,738  0.34   87,951 

Qualcomm Inc  6,480 58.12%  1,501  0.86   114,950 

http://www.pwc.com/techscorecard
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Q2 performance  
Semiconductors 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

Company Q2’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Intel          12,811 58.31%                2,000       0.39         120,690  

Applied Materials            1,975  40.81%                   168       0.14          19,605  

Texas Instruments            3,047  51.53%                   660       0.58          60,667  

TSMC            5,225  49.03%                1,735       0.07          95,004  

Qualcomm Inc            6,243  60.00%                1,580       0.90         104,220  

http://www.pwc.com/techscorecard
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Q1 performance  
Semiconductors 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

Company Q1’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Intel          12,580  56.17%                2,045       0.40         107,075  

Applied Materials            1,973  40.95%                  (129)     (0.11)         16,968  

Texas Instruments            2,885  47.63%                   362       0.32          61,277  

TSMC            4,509  45.78%                1,343       0.05          89,144  

Qualcomm Inc            6,124  61.27%                1,866       1.06         114,200  

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Software 
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Market analysis  
Software 

• Software companies reported mixed Q3’13 results. Intuit and Adobe reported profit declines while 
Microsoft, Symantec, Oracle, SAP and VMware registered growth. Intuit recorded a net loss of 
US$11mn in Q3’13 versus Q3’12 owing to reorganisation and divestiture expenses. Adobe’s decline 
in net profit was attributable to lower revenue as they continue the transition to SaaS.  Symantec 
recorded 25% YoY growth in net income despite lower revenue owing to reorganisation and 
restructuring of their sales team, while VMware’s profits grew 66% versus Q3’12 as a result of higher 
revenue from private and public clouds boosting demand for the company's virtualisation and IT 
management software. 

• Almost half of large enterprises will be engaged in combined public/private clouds, often described 
as ‘hybrid’ cloud computing, by 2017. This is fueling growth in software security products. The 
cloud-based securities services market is expected to reach US$2.1bn in 2013 and grow to US$3.1bn 
by 2015. In the 2013-2014 timeframe the highest growth is forecast to occur in cloud-based 
tokenisation and encryption, security information and event management (SIEM), vulnerability 
assessment and web application firewalls.  In the longer term, email security, web security services 
and identity and access management (IAM) will be the top three most sought-after cloud services.1  

• Cloud application businesses led initial public offerings (IPOs) in Q3’13, with collectively seven 
companies raising US$806mn down slightly from US$812mn in Q2’13. 

  
 
1.     Gartner press release , October 2013 
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Market analysis, continued 
Software 

• For the first time in 12 years the US software industry exceeded the US$3bn mark in venture capital 
funding, exceeding all other industries. A total of US$3.6bn was infused by venture capitalists, with 
nine of the 11 largest Q3 investments going to software companies. Software also captured nearly 
half of first-time investments in the third quarter, accounting for 49% of the value and 47% of the 
companies receiving funding (US$627mn and 163 companies).2 

• India’s enterprise software market is expected to reach US$3.96bn in 2013, i.e., a growth of 14.5% 
over 2012 market value of US$3.46bn. This will make India the fourth largest enterprise software 
market in the Asia Pacific. Also, the Indian business intelligence (BI) software market is expected to 
reach a value of US$140mn by 2014 and will include contributions from BI platforms, packaged 
analytic applications and corporate performance management (CPM) software. 3 

• SAP completed its acquisition of Hybris, which will now enable SAP to deliver the next-generation 
eCommerce platform based on latest technology. In Q3’13, SAP’s net profit soared by 30% to 
US$1,009mn compared to US$773mn in Q3’12 fueled by the growth in its cloud computing 
business.   

• VMware took the inorganic growth path with the acquisition of Desktone Inc. which is an industry 
leader in desktop-as-a-service (DaaS) with an advanced multi-tenant desktop virtualisation 
platform for delivering Windows desktops and applications as a cloud service. 
 

 

 

  
2. PwC MoneyTree Report – Q3’13 
3. Gartner press release, October 2013 
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Q3 performance  
Software 

Company Q3’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Adobe   995  85.22%   83  0.16    22,958  

Intuit  622  77.97% (11) (0.04)  21,388  

Microsoft   18,529  72.40%   5,244   0.62    277,755 

Oracle   8,372  80.49%   2,191   0.47    145,568  

SAP   5,357  69.32%   1,009   0.85    88,224  

Symantec   1,637  82.65%   241   0.34    17,311  

VMware    1,289  85.80%   261   0.60    34,868  

*Euro to USD exchange rate used for SAP is 1.3244 USD/Euro. 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q2 performance  
Software 

Company Q2’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Adobe  1,011 86.61%  77   0.15   21,586 

Intuit   634 80.60%  (16)  (0.05)  18,968 

Microsoft  19,896 71.84%  4,965   0.59   287,691 

Oracle  10,947 83.30%  3,807   0.80   156,942 

SAP  5,304 70.29%  947   0.80   86,850 

Symantec  1,709 82.45%  157   0.22   15,691 

VMware   1,243 86.08%  244  0.57   28,799 

*Euro to USD exchange rate used for SAP is 1.3058 USD/Euro. 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Software Services 
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• According to the Global ISG Outsourcing Index, which measures commercial outsourcing contracts 
with an annual contract value (ACV) of US$5mn or more, the global outsourcing market grew 
significantly in Q3’13.  ACV for the quarter (US$5.8bn) increased by 66% from Q2’13. The Q3’13 
results compensated for a weak 1H’13 and increased YoY performance by 1%. IT Outsourcing (ITO) 
ACV of US$4.4bn in Q3’13 was the best third quarter ever, up more than 100% sequentially. 
Additionally, the 247 contracts recorded were the highest of any quarter historically.  From an 
industry perspective, Financial Services recorded US$1.4bn in ITO ACV; Telecom and Business 
Services also demonstrated strength.1 

• The Q3’13 EMEA ISG Outsourcing Index, which measures commercial outsourcing contracts with an 
annual contract value (ACV) of €4mn or more, showed that 176 contracts with a value of €2.8bn were 
awarded in the region during the third quarter. The number of contracts (the highest ever recorded in 
a single quarter in EMEA) witnessed a 60% increase both QoQ and YoY; while ACV was up 89% over 
the previous quarter and 16% over last year. The Americas Q3’13 ACV stood at US$1.8bn, an increase 
of 65% QoQ, but down 7% YoY. Year-to-date ACV of US$4.9bn was down by 26% compared to last 
year. Asia Pacific’s ACV of US$0.45bn was its lowest quarterly total since Q2’11, and represented a 
slight decline QoQ and a moderate decline YoY.  Contributing to the quarter’s weakness was a dearth 
of deals above US$40mn.  For the year, the region has registered only four such deals, the fewest 
since 2000. In contrast to global trends, Asia Pacific did not show a significant increase in 
contracting activity.1 
 

Market analysis 
Software Services 

1. The Global ISG (Information Services Group) Outsourcing Index, October 2013 
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• Market cap for Software Services companies witnessed robust growth in the current quarter, after 
recording a sharp decline in Q2’13. Improving market conditions and rising investor confidence led to 
the growth. Market cap for Cognizant Technology saw the highest increase of 31.6% in the current 
quarter, followed by HCL Technologies at 24.3%. 

• CSC witnessed net income growth of 30.1% in the current quarter as compared to Q2’13, primarily 
due to a decline in costs of services (COS) resulting from management's restructuring efforts that 
were directed to align resources to support business needs. Moreover, the account management 
services which were included in COS during fiscal year 2013, were redirected to sales activities in 
fiscal year 2014. The company also acquired Infochimps, Inc., a privately held company, in an all-
cash transaction for US$27mn. The acquisition complements CSC’s existing big data business by 
providing a flexible, scalable platform-as-a-service offering.  

• Infosys’ YoY decline of 11.1% in net profit was attributable to a 4.5% decrease in operating profit as a 
percentage of revenue. The decline in net profit was due to the 37.2% decrease in other income which 
was partially offset by a decrease of 0.3% in the effective tax rate. Moreover, the segment profitability 
also declined due to compensation increases given to offshore and onsite employees during the last 12 
months, adverse cross currency movements and an increase in onsite labor mix. 

• According to Gartner, the global IT Outsourcing market is forecast to grow by 2.6% during 2013, 
slightly down from 2.8% in its prior forecast. The market is expected to grow by more than US$7bn to 
US$287bn in 2013.2 

 

 

 
 

Market analysis, continued 
Software Services 

2. Gartner Press Release, October 2013 
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Q3 & Q2 performance 
Software Services 
 

Company Q3’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Cognizant   2,306 40.05%  320  1.05   24,831 

CSC  3,187 26.64%  203  1.34  7,656 

Infosys  2,066 35.29%  383  0.67  27,490 

HCL  1,270 38.97%  226   0.32   12,128 

TCS  3,337 48.02%  753   0.38   61,519 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

Company Q2’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Cognizant   2,161 41.14%  300  0.99   18,875 

CSC  3,260 24.36%  156  1.02   6,476 

Infosys  1,991 34.91%  418  0.73   23,536 

HCL  1,228 36.74%  214  1.20   9,759 

TCS  3,165 46.26%  668  0.34   53,466 

http://www.pwc.com/techscorecard
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Q1 performance 
Software Services 
 

Company Q1’13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net income/loss 
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Cognizant   2,021 40.62%  284  0.93   23,177 

CSC  3,697 23.29%  281  1.81   7,559 

Infosys  1,938 34.93%  444  0.78   30,804 

HCL  1,191 35.98%  193  1.09   10,347 

TCS  3,040 46.66%  669  0.34   56,605 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Snapshot by subsector 

Systems and PC Hardware 
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Market analysis 
Systems and PC Hardware 

• Worldwide combined shipments of devices (PCs, tablets and mobile phones) are projected to reach 
2.32bn units in 2013, a 4.5% increase from 2012. The market is being driven by a shift to lower-
priced devices in nearly all categories. 

• Worldwide shipments of traditional PCs (desk-based and notebook) are forecast to total 303mn 
units in 2013, an 11.2% decline from 2012, and the PC market, including ultra-mobiles, is forecast to 
decline 8.4% in 2013. Mobile phone shipments are projected to grow 3.7%, with a volume of more 
than 1.8bn units. 

• Tablet shipments are expected to grow 53.4% this year, with shipments reaching 184mn units. 
Premium tablets are faced with continued price decline in the 7-inch form factor as a larger number 
of consumers prefer smaller form factors for content consumption.  

• Vendors are transitioning their portfolios to the new Intel processors Bay Trail and Haswell which 
offer less energy consumption and are physically smaller thus more attractive for ultra-books and 
the new ‘hybrid’ laptop category.   

• PC shipments in Western Europe totaled 11.9mn units in Q3’13, a decline of 12.8% from the same 
period in 2012. The PC market in Western Europe continued to shrink as the transition from PCs to 
tablets reduced PC sales.  

• All PC segments in Western Europe declined in Q3’13. Mobile and desktop PC shipments declined 
by 14.5% and 9.8%, respectively. PC shipments in the professional PC market declined by 8.3%, 
while the consumer PC market decreased by 17.1%.  
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Market analysis, continued 
Systems and PC Hardware 

• HP remained the No. 1 PC vendor followed by Lenovo. Lenovo's double-digit growth in Q3’13 was 
driven by strong sales of mobile PCs in the consumer and small and midsize business segments at 
the expense of Acer and Samsung. Lenovo and Dell were the only top-five vendors to grow in Q3’13. 
Dell continued to expand its footprint in the business PC segment with aggressive pricing. Acer had 
a double-digit shipment decline as a result of the continued shift from consumer PCs to tablets and 
hybrid form factors. 1  

• Most PC vendors have shifted their investment from consumer PCs to tablets and hybrid form 
factors. The challenge they face is to protect their current PC market positions while competing in 
an aggressive and fast-moving alternative mobile device market. Without a solid position in the 
professional PC market, they will find it challenging to defend their positions and invest in non-PC 
devices. 1 

• Lenovo’s smartphone profitability is improving, with higher penetration into non-China markets. 
Increased income was led by higher tablet unit sales and recovery in PC markets (especially US 
enterprise and China). Lenovo continued to grow well above the market average, with strong share 
gains in Brazil (up from 8% to 18% in three quarters after closure of the CCE acquisition) and 
EMEA. Lenovo’s tablets units grew 4x YoY, and Lenovo climbed to the No 4 spot in smartphone 
market share globally.  

 

1.  Gartner, November 2013 
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Market analysis, continued 
Systems and PC Hardware 

• IBM announced  Q3’13 diluted earnings of US$3.68 per share, compared with diluted earnings of 
US$3.33 per share in Q3’12, an increase of 11%. Q3’13 net income was US$4.0bn compared with 
US$3.8bn in Q3’12, an increase of 6%. Total revenues for Q3’13 of US$23.7bn were down 4% from 
Q3’12.  The increase in net income was due to expansion of operating margins. Cloud, mobile, 
business analytics and security continued to show strong growth.  

• EMC reported quarterly earnings of US$0.27 and revenue of US$5.5bn, an increase of 5% YoY. The 
Information Infrastructure group’s revenue fell from US$4.3bn to US$4.17bn. The Information 
Storage group’s revenue decreased, to US$3.77bn from US$3.9bn. Pivotal, am EMC-VMware joint 
venture has recently completed its first acquisition of Xtreme Labs. Its revenue grew from 
US$70mn in Q2’13 to US$80mn in Q3’13. In Q3’13, quarterly revenue from the US increased 2% 
YoY to US$3bn, representing 53% of all Q3 revenue.  Business outside the US increased 8% YoY, 
with revenues of US$2.6bn, representing 47% of total Q3 revenue.  Asia-Pacific and Japan grew by 
8% YoY. 
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Q3 performance  
 Systems and PC Hardware 

Company  Q3’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss  
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

EMC            5,539  62.14%                   586       0.27          53,855  

HP           29,131  22.98%                1,414       0.73          40,490  

IBM          23,720  47.98%                4,041       3.68         201,079  

Lenovo            9,774  12.94%                   214       2.10          10,810  

Xerox            5,262  31.45%                   286       0.22          12,668  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q2 performance  
 Systems and PC Hardware 

Company  Q2’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss  
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Dell           14,514  18.53%                   204       0.12          24,008  

EMC            5,614  62.50%                   701       0.32          49,767 

HP           27,226  23.39%                1,390       0.71          49,627 

IBM          24,924  48.68%                3,266       2.91         421,206 

Lenovo            8,787  13.56%                   170       1.65          10,011 

Xerox            5,402  31.43%                   271       0.21          12,412 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Q1 performance  
 Systems and PC Hardware 

Company  Q1’13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/loss  
(US$ millions) 

EPS (US$) Market cap  
(US$ millions) 

Dell           14,074.00  19.52%                   130.00       0.07          23,438.91  

EMC            5,387.38  61.21%                   580.05       0.26          50,335.25  

HP           27,582.00  23.66%                1,077.00       0.55          40,036.50  

IBM          23,402.00  45.63%                3,032.00       2.70         236,505.84  

Lenovo            7,832.56  12.31%                   125.09       0.02          10,160.92  

Xerox            5,356.00  30.81%                   296.00       0.23          10,559.97  

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the ‘Data explorer’ box. 

http://www.pwc.com/techscorecard
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Technology industry leaders 

Raman Chitkara 
Global Technology Leader 
Phone:  +1 408 817 3746 
Email:  raman.chitkara@us.pwc.com 

Rod Dring – Australia Werner Ballhaus – Germany Yury Pukha – Russia 
Phone:  61 2 8266 7865 
Email:  rod.dring@au.pwc.com 

Phone:  49 211 981 5848 
Email:  werner.ballhaus@de.pwc.com 

Phone: 7 495 223 5177 
Email: yury.pukha@ru.pwc.com 

Estela Vieira – Brazil Sandeep Ladda– India Greg Unsworth – Singapore 
Phone:  55 1 3674 3802 
Email:  estela.vieira@br.pwc.com 

Phone:  91 22 6689 1444 
Email:  sandeep.ladda@in.pwc.com 

Phone:  65 6236 3738 
Email:  greg.unsworth@sg.pwc.com 

 
 
Christopher Dulny– Canada Kenji Katsura– Japan Douglas Mahony – UAE 
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Email: christopher.dulny@ca.pwc.com 

Phone:  81 90 5428 7687  
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Email:  douglas.mahony@ae.pwc.com 

Jianbin Gao – China & Hong Kong Hoonsoo Yoon – Korea Jass Sarai – UK 

Phone: 86 21 2323 3362 
Email: gao.jianbin@cn.pwc.com 

Phone:  82 2 709 0201 
Email:  hoonsoo.yoon@kr.pwc.com 

Phone:  44 0 1895 52 2206 
Email:  jass.sarai@uk.pwc.com 

Pierre Marty – France Ilja Linnemeijer– The Netherlands Tom Archer– US 
Phone:  33 1 5657 5815 
Email:  pierre.marty@fr.pwc.com 

Phone: 31 88 792 4956 
Email:  ilja.linnemeijer@nl.pwc.com 

Phone:  1 408 817 3836 
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