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Q3 2014 Executive summary 
 

• Financial results in the third quarter were varied across the technology sector.  Internet and 
software companies have generally outperformed communications, hardware and semiconductor 
companies, but this quarter, several major players did not meet market expectations.  The reasons 
varied – ranging from stepped up investment to declining user base growth rates. For hardware 
and communications companies, turbulence and transformation continues with several large 
players announcing plans for divestitures and spinoffs.  With uncertainty comes market volatility 
and this was borne out as the VIX reached 17 in late July, pulled back to about 12 in mid-August 
and then rose again to almost 17 at the end of September. Since that time it spiked at 26 October 
15th and today stands at roughly 20. 

• While volatility has been on the rise, the outlook remains positive with the PMI (Purchasing 
Managers Index) posting another gain at 57.6, slightly below the high of 61 posted in the first 
quarter of 2011 and the third quarter in a row it has moved higher.  US markets have also 
remained strong with the Dow Jones Industrial Average breaking the 17,000 level in July.  Against 
this backdrop, third-quarter technology IPOs set a new record at US$24.8 billion in proceeds, 
increasing 105% from the prior quarter as a result of Alibaba, the largest IPO on record.1ech sector 

has announced 80,088 job cuts. A 41% jump from last year. Of   

Inconsistent financial results across technology but positive signals for the 
fourth quarter and beyond 

1.      Q3 2014 Global Tech IPO Review, PwC 
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Q3 2014 Executive summary (continued) 
 

• One of the positives for the tech industry in the third quarter was that the biggest consumer—the 
US economy—expanded more than forecast at a 3.5% annual rate. In contrast, while Europe has 
shown improvement, with GDP rising 0.2% compared to 0.1% in the second quarter, significantly 
higher growth will be needed to have any measurable impact on the tech industry.1 Asian growth 
was a mixed bag. China’s GDP grew by 7.3%, the slowest rate since the first quarter of 2009, but 
still beating market expectations.2  Japan’s economy shrank at a rate of 0.5%, slower than the 1.7% 
drop of Q23, while Indian GDP grew at 5.3%, slightly slower than the Q2 rate.4  

• The shift to mobile from desktop is predicted to reach 50% of users by 2018. This is having a 
profound effect on the System and PC hardware segment. Further, ethernet cabling has been the 
mainstay of business workspace connectivity, but with smartphones, laptops, tablets and other 
consumer devices multiplying, users have largely converted to a wireless-first world and this is 
now transforming the workplace and changing the nature of IT infrastructure. 

• Semiconductor companies are generally benefiting from the rapid advancement in sensing, 
processing and communications emerging from the rapidly expanding ‘wearables’ segment as well 
as the Internet of Things.  Gartner predicts 36.2% growth in these areas in 2015 compared to 
overall semi market growth of 5.7%.5 

• Investment in big data technologies (software sector) are also expanding as companies struggle to 
make sense and realize value from the volumes of data now generated from some 2 billion devices. 
 

Semiconductor companies are generally benefiting from the rapid advancement in sensing, 

processing and communications emerging from the rapidly expanding ‘wearables’ segment as well 

as the Internet of Things.  Gartner predicts 36.2% growth in these areas in 2015 compared to overall 

semi market growth of 5.7%. 

Gartner, Nov 2014 

 

 

 

 
 

 

  1.       Bloomberg, Nov 2014 
  2.      Chinadaily.com.cn, Nov 2014 
  3.      OECD.org 
  4.      Financial Express, Nov 2014 
  5.      Gartner, Nov 2014 
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Source: ISM  
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Quarter 

Recession Threshold (42.7) 

The Purchasing Managers Index (PMI) increased from 55.2% in Q2’14 to 57.6% this quarter. This 
is the highest PMI since Q1’11. Manufacturing expanded in November as the PMI® registered 
58.7%, a decrease of 0.3 percentage point when compared to October’s reading of 59%, indicating 
growth in manufacturing for the 18th consecutive month.  The November PMI® indicates growth 
for the 66th consecutive month in the overall economy, and indicates expansion in the 
manufacturing sector for the 18th consecutive month.  

US Purchasing Manager’s Index (PMI ®) trends (Q3’05-Q3’14) 
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Snapshot by subsector 

Communications  
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Market analysis  
Communications 

• Globally the telecommunications industry is expected to be about a US$5.4 trillion sector in 2014, 
up from US$5.0 trillion in 2013. (This figure includes equipment and related services, as well as 
subscriber revenues and other business revenues.) The US market will be about US$1.3 trillion in 
2014, up from US$1.2 trillion in the previous year. 1 

• Several factors are creating major changes in the telecommunications sector: a) a shift in business 
and commercial telephones to VOIP (Voice Over Internet Protocol) services, that is, telephone via 
the Internet; b) a shift in residential and personal telephone use from wired services to wireless; c) 
intense competition between cable and wired services providers; d) soaring growth in the amount of 
data and video accessed via the Internet and over wireless devices for information and 
entertainment purposes; and e) the continuing evolution of advanced wireless technologies, 
including wider availability of 3G and 4G services.1 

• As the telecom ecosystem expands to meet the unending need for broadband access to content and 
speed, new business models are emerging among both traditional and new players. Three in 
particular show near-term promise. First, mobile payments technology is at a tipping point, and is 
anticipated to gain traction in 2014. Second, the spread of communication services into vertical 
markets is gaining momentum. Finally, a broad concept to watch is “connected world, connected 
things.” Almost everything has a connectivity element to it and there is vast opportunity to connect 
almost everything at both the consumer and enterprise levels.2 

1.     Plunkettresearch.com, Sept 2014  
2.     Cioreview.com 
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Market analysis (continued) 
Communications 

• Demand for affordable connected devices, mostly from emerging markets, is continuing to drive 
strong sales of white-box smartphones and tablets in 2014. The white-box smartphone market is 
expected to grow 50%, while the white-box tablet market will experience growth of 16%. A typical 
white-box device is created by a vendor using a turnkey solution based on application processors 
and reference designs. The device is targeted at affordable price points in segments across the 
mobile phone and tablet market. Established Chinese and emerging vendors are expected to lead 
the growth of white-box smartphones and tablets as they refocus to meet the demand for reasonably 
priced devices. In addition, the move to 4G in China and beyond will create new opportunities for 
Chinese smartphone vendors starting in late 2014. Selling smartphones is no longer a privilege 
limited to global original equipment manufacturers (OEMs). The maturity of the white-box 
smartphone ecosystem allows other OEMs to launch an Android smartphone from scratch within a 
four-week period, making China among one of the fastest-growing smartphone markets.3  

• Growing user interest in large-size smartphones, or phablets, will impact white-box tablets, 
especially at the 7-inch size. It is expected that white-box vendors will have to alter their portfolio to 
adopt to this market trend, launching tablets at 8-inch screen sizes and larger, or to integrate 
cellular functions at 7 inches to compete with phablets at 7 inches and smaller.3 

 

3.      Gartner, Nov 2014 
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Market analysis (continued) 
Communications 

• Motorola’s sales declined 7% to US$1.4bn reflecting lower sales in North America as well as in Asia 
Pacific & the Middle East. Europe & Africa and Latin America sales grew at double-digit rates. 
Product sales declined 10% driven primarily by lower subscriber and systems revenues, while 
Services declined 1%. These results include US$49mn in lower operating expenses compared with 
the second quarter of 2013 due to ongoing cost-reduction initiatives. In the second quarter, the 
company achieved US$75mn in cost reductions. Having reaped US$3.5bn from the sale of its 
enterprise hardware unit to Zebra Technologies, Motorola Solutions has added US$5.0bn to its 
buyback authorization, raising its available funds to US$5.6bn. US$650mn was spent on buybacks 
in Q3.   

• Ericsson’s sales increased by 9% year over year and sales for comparable units, adjusted for 
currency, grew by 3% with stable operating income. The US dollar had strengthened against many 
currencies, including the SEK, which impacted sales positively in the quarter. Growth was driven by 
stronger sales in the Middle East, China, India and Russia. This was partly offset by lower sales in 
North America.  The Support Solutions and Networks segments showed good growth year over year. 
Sales for Global Services grew slightly, especially in Professional Services while Network Rollout 
continued to decline. Intellectual property revenues (IPR) grew year over year following the 
Samsung license agreement which was reached in January 2014. Ericsson plans fresh job cuts as 
part of its ongoing restructuring, and hopes to achieve cost savings of SEK9.0bn/year. The mobile 
infrastructure giant expects another SEK3.0-4.0bn in restructuring charges through 2017. The 
network equipment market is expected to see a 2%-4% CAGR, the telecom services market a 4%-6% 
CAGR, and the support solutions market a 7%-9% CAGR through 2017.  
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Q3 performance  
Communications 

Company Q3’14 

Revenue 
(US$ millions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

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

Cisco Systems Inc                12,245  59.89%              1,828             0.35           121,278  

LM Ericsson*                  7,774  35.18%                 357             0.11             40,773  

Motorola Solutions Inc                  1,436  47.70%                   66             0.27             15,266  

Nokia Corp**                4,216  44.46%                 960             0.19             31,118  

* SEK to USD exchange rate used for Ericsson is 0.13486 USD/SEK. 

**EUR to USD exchange rate used for Nokia is 1.2685 USD/EUR. 

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) 

Cisco Systems Inc       10,156  61.29%                1,996           0.37         120,130  

LM Ericsson*        8,530  32.00%                   459           0.14          41,412  

Motorola Solutions Inc        2,013  49.38%                   307           1.16          15,457  

Nokia Corp**        4,939  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. 

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

Consumer Electronics 
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Market analysis 
Consumer Electronics 

• Buyers of electronic components maintained their optimistic outlook in September, as Global 
Purchasing’s monthly business confidence index rose for the second straight month and hit its 
highest level since January 2014 . The Global Purchasing Index rose 2% to 118.8 in September, 
following a 2% increase in August. September represents the highest reading since its launch in 
January and a 1% increase compared to June’s high of 117.5. The reading indicates growing 
optimism among North American buyers of electronic components and related items. 

• Purchasing activity increased 5% in September compared to August, following a 6% rise in August 
compared to July. The new orders index jumped 10%, after falling 9% in August, the inventories 
index fell 7% and the prices index fell 5%.1 

• In contrast, the CEA Index of Consumer Technology Expectations, which measures consumer 
expectations about technology spending, decreased by 3.2 points in October to 87. Sentiment 
toward technology spending suggests some tech buying took place in September due to recent 
product releases. The October decline came as a surprise considering the solid economic outlook. 
However, tech expectation soared in December with the CEA reaching its highest level (97.3) since 
tracking began in January 2007.2 

 

 

 

1. TTINC.com, October 2014 
2. Consumer Electronics Association, October  and December 2014 
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Market analysis (continued) 
Consumer Electronics 

• Apple posted Q3’14 revenue of US$42.1bn and net profit of US$8.5bn, or US$1.42 per diluted share. 
These results increased from Q3’13 revenue of US$37.5bn and net profit of US$7.5bn, or US$1.18 
per diluted share. Gross margin was 38% in Q3’14 compared to 37% in Q3’13. International sales 
accounted for 60% of the quarter’s revenue. Apple continued to aggressively execute its capital 
return program, spending over US$20bn in the quarter and bringing cumulative returns to 
US$94bn. Apple gained smartphone market share among the top five vendors in calendar Q3 on the 
strength of robust iPhone 6 sales. Rival Samsung held market share, but saw revenue and profits 
plunge as Apple forced Samsung into mid-tier competition with companies such as Xiaomi. In 
addition to smartphone sales, the global PC market reacted very favorably to Apple's Mac product 
line, putting Apple among the top five PC vendors for the first time in Q3’14.1 

• Toshiba reported net sales of US$15.6bn, a decrease of 7% year over year, and posted net income of 
US$200mn, an increase of 21% year over year. The increase in net income was driven by increased 
demand in their Energy & Infrastructure segment due to increased sales in Nuclear Power Systems. 

 

 
 
 

1. IDC, October 2014 
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Q3 performance  
Consumer Electronics 

Company Q3’14 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income /(loss) 
(US$ millions) 

EPS 

(US$) 

Market cap  
(US$ millions) 

Apple Inc                  42,123  38.01%              8,467             1.42           634,170  

Canon Inc                    8,002  49.47%                 534             0.47             37,055  

Philips*                    7,037  32.90%                (132)            0.14             29,018  

Sony Corp                  17,445  38.53%             (1,247)           (1.14)            18,719  

Toshiba Corporation                  15,600  24.07%                 201             0.05             19,248  

*EUR to USD exchange rate used for Philips is 1.2685 USD/EUR. 

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) 

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 1.3753 USD/EUR. 

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

EMS/Distributors 
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Market analysis  
EMS/Distributors 

• Based on first-half results of 20 of the largest contract manufacturers, revenue increased by 3% in 
2014 compared to a decrease in revenue of 7% in 2013, reflecting a moderate turnaround from the 
previous year. This reversal came as a result of strong demand for tablets, servers, notebooks 
(desktops went into decline) and smartphones. In addition, resurgence from traditional industries, 
such as medical, industrial, and transportation, also acted as a demand driver. 

• The number of M&A deals in the EMS sector increased in 2014 year over year. This can be 
attributed to the growing opportunities in Europe—specifically Central and Eastern Europe. 
Backed by higher than average transaction valuations, 2014 appears to be a year of consolidation 
for the industry as failing EMS companies offered good value for the money. VirTex Enterprises 
(TX) enlarged its geographic footprint by acquiring MTI Electronics. Hunter Technology Corp 
(CA) acquired Spectral Response and thereby doubled its footprint, and tripled its SMT capacity. 
Silicon Turnkey Solutions purchased the assets of Bay Area EMS bolstering its current product 
line-up, and further solidifying its position in turnkey manufacturing. Varitron Group acquired 
Altronics Manufacturing.1 

 
 
 

1.      mfgmkt.com 
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Market analysis (continued)  
EMS/Distributors 

• Arrow Electronics reported Q3’14 net income of US$146.9mn and EPS of US$1.47 per share on a 
diluted basis, compared with net income of US$96.8mn and EPS of US$.95 per share on a diluted 
basis in Q3’13. Q3’14 sales of US$5.61bn increased 11% from sales of US$5.1bn in Q3’13. Sales, as 
adjusted, increased 6% year over year. The implementation of a sales-related initiative led to 
strong growth in the Global Components and Enterprise Computing Solutions segments. Arrow 
was able to return approximately US$50mn to shareholders through its stock repurchase program 
in the third quarter. 

• Flextronics’ Q3’14 net sales were US$6.5bn. Q3’14 adjusted operating income increased 16% year 
over year to US$183mn. Consistent improvement in execution helped across many areas of the 
business, including operating margins, which improved for the sixth consecutive quarter. The 
company delivered strong cash flow of US$387mn and free cash flow of US$322mn during the 
quarter. Additionally, Flextronics repurchased another 9.3 million shares during the quarter for 
US$101mn. 
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Q3 performance  
EMS/Distributors 
Company Q3'14 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS 

(US$) 

Market cap  
(US$ millions) 

Arrow Electronics Inc   5,613  12.98%  147    1.47   7,176  

Avnet Inc                    6,840  11.63%                 128            0.91               5,774 

Flextronics 
International Ltd                    6,529  5.78%                 139            0.23               6,180 

Foxconn  31,651 7.10%  1,153  0.08  3,455 

Ingram Micro 11,238 5.75% 72 0.45 4.070 

Company Q3'13 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS 

(US$) 

Market cap  
(US$ millions) 

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

Avnet Inc            6,345  11.59%                   121           0.86            5,741  

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

Foxconn  30,796 7.07%  1,029  0.07  3,550 

Ingram Micro 10,151 5.90% 79 0.50 3.522 

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 

• The Internet subsector had positive results in the third quarter, with most of the top companies 
reporting double-digit revenue growth. The growth reflects an increase in internet advertising as 
well as price increases for associated online offerings.1 

• US online advertising revenues rose 22% in 2011, 15% in 2012 and 17% in 2013, and it is estimated 
to grow at 13% for 2014. US accounts for more than a third of this market. Companies are 
committing a larger portion of their advertising budgets to the Internet as people are spending more 
time online. Moreover, Internet marketing offers notable targeting and data-focused return-on-
investment capabilities. Additionally, more interactive mobile advertising is driving traffic and 
usage. 2 

• E-commerce also remained positive in Q3’14. While rising shipping costs (reflecting higher fuel 
prices and free shipping offers), the collection of state taxes from online retailers and increased 
marketing expenses pose some concerns, e-commerce still has huge growth prospects as consumers 
increasingly enjoy the convenience and value that online retail provides. US e-commerce sales are 
projected to increase from US$262bn in 2013 to US$370bn in 2017, a CAGR of 9%.2 

1. Factiva, October 2014 
2. Forrester , October 2014 
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Market analysis (continued) 
Internet 

• Yahoo’s revenue was US$1,148mn in Q3’14, a 1% increase year over year. Income from operations 
was US$42mn, a 55% decrease from last quarter. Net earnings for Q3’14 were US$6.8bn (which 
included a gain from sale of Alibaba Group Holding Limited shares of US$6.3bn, net of tax), 
compared to US$297mn in Q3’13. Net earnings per diluted share were US$6.70 in Q3’14 (which 
included the gain from sale of Alibaba Group shares of US$6.27 per diluted share), compared to 
US$0.28 in Q3’13. Net earnings per diluted share were US$0.52 for Q3’14, compared to US$0.34 
in Q3’13.   

• Netflix acquired over 3 million members, ending Q3 with 53.1 million global members and 
US$1.2bn in revenue. However, Netflix continues to rapidly spend cash on product content and 
expansion.1 

 

1. Netflix Earnings call, October 2014 
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Market analysis (continued) 
Internet 

• LinkedIn’s Q3’14 revenues grew 45% year over year to US$568mn, beating the market’s 
expectation of US$558mn. EPS of US$0.52 were also significantly ahead of the US$0.48 per 
share estimated earnings for the quarter. Revenues from Talent Solutions grew 45% in the third 
quarter to US$345mn driven by increased job listings. Advertising revenues grew 40% to 
US$109mn and premium subscriptions grew 43% to US$114mn in revenues. LinkedIn's efforts in 
international expansion are also delivering results. The US accounted for 60% of their revenues 
at US$343mn, growing 40% year over year. Revenues from EMEA markets grew 55% to 
US$139.7mn and Asia Pacific grew 60% over the year to US$48.9mn driven by strong adoption 
in China. Revenues from other Americas grew 35% over the year. 
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Q3 performance  
Internet 

Company Q3 2014 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net 
income/(loss) 

(US$ millions) 

EPS Market cap  
(US$ millions) 

Amazon                20,579  28.92%                (437)            0.95           149,271  

eBay                  4,353  68.09%                 673             0.54             70,504  

Google                16,523  59.48%              2,813             4.36           398,942  

LinkedIn                     568  86.82%                    (4.3)           (0.03)            22,479  

Netflix                  1,409  32.29%                   59             0.96             27,071  

Yahoo!                  1,148  72.04%              6,774             6.70             40,574  

Yelp                     102  93.97%                     3.6             0.05               4,293  

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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Q3 performance  
Internet 

Company Q3 2013 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net 
income/(loss) 

(US$ millions) 

EPS 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%                      (3.4)         (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%                      (2.3)         (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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Snapshot by subsector 

Semiconductors 
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Market analysis 
Semiconductors 

• Third quarter global semiconductor industry sales reached a record high of US$87bn a 6% increase 
over the second quarter global sales totals and comfortably higher than the World Semiconductor 
Trade Statistics forecast of 4%. Year-over-year growth also advanced to 8%. 

• As in previous quarters, Q3’14 sales growth were uniformly strong across geographical and product 
segments. Q3’14 sales in the Americas (10%), Europe (1%), Japan (2%), and Asia Pacific (6%) grew 
quarter over quarter. From a product segment perspective, third quarter sales growth was also 
comprehensive, as month-over-month sales of virtually all major product categories grew through 
the third quarter.    

• The processing, sensing and communications semiconductor device portion of the Internet of 
Things (IoT) will be a rapidly growing segment of the total semiconductor market, growing 36% in 
2015, compared with projected overall semiconductor market growth of 6%. Processing is expected 
to be the largest revenue contributor to the semiconductor IoT device forecast, at US$7.6bn in 
2015, while sensors are forecast to see the strongest growth, with 48% growth in 2015. The 
processing semiconductor device segment consists of microcontrollers and embedded processors, 
while the sensing semiconductor segment includes optical and non-optical sensors.1 

 

1.      Gartner, Oct 2014 
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Market analysis (continued)  
Semiconductors 

• The automotive industry is expected to play a growing role in the semiconductor demand from IoT 
through the end of the decade, with six segments in the top 15. Regulations for safety and a need for 
convenience and more autonomous vehicles are driving tremendous demand for new 
semiconductor devices in the car. One example of how the IoT will transform an automobile is the 
use of predictive maintenance. Using small sensors throughout the engine, predictive maintenance 
allows for a better experience for the consumer while enabling tremendous cost savings for both 
the consumer and the automotive dealer.  

• LED lighting will also be a huge volume play, both in lowering costs and enabling new services 
through its capability to connect, network and sense the environment.  

• Consumers looking to enhance their lifestyles will also play a central role in growing IoT demand, 
which in turn will create more demand for semiconductors. Smart TV and set-top box revenue will 
continue to grow due to the increased need for processing.2 

2.     Gartner, Nov 2014 
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Q3 performance  
Semiconductors 

Company Q3'14 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS 

(US$) 

 

Market cap  
(US$ millions) 

Intel                  14,554  64.99%              3,317             0.66           169,225  

Applied Materials                    2,264  42.36%                 290             0.23             25,607  

Texas Instruments                    3,501  58.38%                 826             0.76             84,133  

TSMC                    6,968  50.50%              2,544             0.49           104,653  

Qualcomm Inc                    6,692  58.80%              1,894             1.11           126,476  

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             0.66         114,279  

Applied Materials            1,988  39.99%                   183             0.23          21,263  

Texas Instruments            3,244  54.84%                   629             0.76          70,137  

TSMC            5,441  48.52%                1,738             0.49          87,951  

Qualcomm Inc            6,480  58.12%                1,501             1.11         114,950  

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 
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Market analysis  
Software 

• The enterprise mobility management (EMM) software market is in the midst of rapid change and 
consolidation as customer needs have shifted from device management to a broader set of 
requirements around application security and data protection. The EMM market has evolved to 
include a collection of technologies that span the functional areas of endpoint management, policy 
management, identity, network security, data protection and management, application security, and 
application life-cycle management. To meet changing demands software companies are continually 
adjusting and expanding their product suites to take advantage of the market opportunity.  Since 
mobile software is not yet mature, it’s a great time for small software companies to unseat their 
more established competitors.1 

• Banking and securities companies in the Middle East and North Africa are playing a larger role in 
the growth of the software industry and are on pace to spend approximately US$13.1bn on IT 
products and services in 2014, an increase of 2% over 2013 revenue of nearly US$12.8bn. This 
forecast includes spending by banking organizations on IT services, software, data center 
technologies, devices and telecom services.  Software and IT services are the fastest growing 
segments in the region with 10% and 8% increases in 2014, due largely to the expansion strategies of 
banks across the region and to back-office modernization and replacement projects that require 
more consulting and system integration.2 

1.      IDC Press Release, Oct 2014 
2.     Gartner Press Release, Nov 2014 
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Market analysis (contd.)  
Software 

• SAP is changing its business model to cloud based services. As a leading ERP provider, SAP is 
growing its business by cross-selling its products on IBM’s cloud platform to existing customers. 
With cloud-based software technology, SAP’s revenue will depend less on licensing fees and spread 
more evenly across the year. In addition, SAP recently announced that it will be acquiring Concur 
Technologies for US$8.3bn, its largest acquisition ever. Concur is a provider of cloud-based 
software for travel and expense management. Furthermore, SAP is partnering with IBM in a cloud 
infrastructure deal. SAP’s HANA Enterprise Cloud will now be available on IBM's cloud data centers 
across the world, leading to a faster roll-out.  

• VMware acquired MomentumSI, a professional services firm focused on public cloud migrations, 
OpenStack and rapid software development. MomentumSI has deep expertise in moving customers' 
on-premise computing to VMware-based public clouds, as well as, Amazon Web Services, Microsoft 
Azure and the Google Cloud Platform. VMware is integrating the MomentumSI team into its 
professional services organization, where it will help customers deploy hybrid clouds. 
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Annual performance  
Software 

Company Q3’14 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net 
Income/(Loss) 
(US$ millions) 

EPS 

(US$) 

Market cap  
(US$ millions) 

Adobe                  1,005  84.31%                   45             0.09             35,681  

Intuit                      672  75.45%                  (84)           (0.29)            25,127  

Microsoft                23,201  64.34%              4,540             0.54           382,702  

Oracle                  8,596  80.44%              2,184             0.48           184,394  

SAP                  5,396  69.79%              1,116             0.93             86,268  

Symantec                  1,617  82.81%                 244             0.35             16,143  

VMware                   1,515  84.03%                 194             0.45             11,138  

*Euro to USD exchange rate used for SAP is 1.2685 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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Annual 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          34,866  

*Euro to USD exchange rate used for SAP is 1.3753 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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• The global outsourcing industry remained on pace to achieve double-digit growth for 2014, despite a 
weak third quarter. Commercial outsourcing contracts with annual contract value (ACV) of US$5mn 
or more show that year to date ACV is up 13% to US$17.1bn, fueled by double-digit increases across 
most regions, service areas and contract types and sizes. Year-to-date contract volume is up by 4%. 

• In Q3’14, however, ACV declined by double digits in virtually every geography and segment, as the 
global market paused from an accelerating first-half that saw ACV top US$6bn in each of the first two 
quarters. Compared to a strong third quarter in 2013, global ACV was down 21%, to US$4.6bn, while 
the number of contracts signed dropped 32%, to 239 in the third quarter. The Q3’14 declines in ACV 
and in contract volume were driven by a decline in both new-scope and restructured deal activity. The 
number of mega-relationships (valued at over US$100mn) and smaller contract-value (valued at 
below US$40mn) declined noticeably. 

• Information technology outsourcing (ITO) was down 23% from the prior year, largely because of the 
decline in new-scope contracts. The fluctuating business process outsourcing (BPO) market also 
declined globally, albeit by a smaller amount, but rose in the Americas. The BPO market shifted away 
from horizontal back-office functions (sales, marketing, finance and R&D). It is now characterized by 
more sourcing in contact centers, facilities management and industry-specific work. 

• ACV in the Americas region was up 11% at US$1.9bn versus a soft third quarter in 2013, mostly due to 
large contracts in Canada and Brazil, even though deal count dropped by nearly 30%. The region’s 
year-to-date performance with ACV up by 18% was fueled by a sharp 30% increase in the value of 
new-scope contracts. ITO contracts increased by nearly 20% and BPO contracts increased by 17%.1 

 

Market analysis 
Software Services 

1. The Global ISG (Information Services Group) Outsourcing Index, Oct 2014 
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• EMEA, the world’s largest outsourcing market, mirrored the broader market and saw declines in 
value and deal count versus a strong third quarter in 2013. But the region looks quite healthy from a 
year-to-date perspective, with growth in new-scope ACV (up 12%) and ITO ACV (up 14%). BPO value 
and contract counts, meanwhile, dropped by a third compared with the first nine months of 2013. 
Sourcing activity in EMEA continues to spread beyond the more mature markets of the UK and 
Europe, penetrating further in France, which saw sizeable awards in banking and transportation, and 
in Spain and Italy on the strength of activity in the automotive and financial sectors.2 

• Asia Pacific’s record-breaking pace in the first half slowed due to a lack of large-deal activity in the 
third quarter, as ACV fell 27% and deal counts shrank by more than 30%. As with other regions, the 
year-to-date picture in Asia Pacific is much rosier, with ACV up 60%, driven by growth in new-scope 
and restructured contracts, and ITO value that has reached a record high. Australia/New Zealand and 
Japan are doing the best thus far in 2014. ACV in New Zealand is up nearly 40% year to date, while 
Japan’s market value climbed almost 70%, primarily due to large awards in banking and 
manufacturing. China and India, meanwhile, continue their comeback years, with ACV in both 
markets far exceeding that of the previous year.2 

 

Market analysis (contd.) 
Software Services 

2.       The Global ISG (Information Services Group) Outsourcing Index, Oct 2014 
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• Infosys reported Q3’14 revenues of US$2,201mn, quarter-over-quarter growth of 3% and year-over-
year growth of 7%. This slow growth is in line with the overall outsourcing market which has slower 
growth in new contracts. Unlike its rivals, Infosys Ltd is cash rich as they have been conservative in 
chasing inorganic growth. But with new management it is slowly changing as the firm is considering 
acquiring a few firms with annual revenue in the US$600-700mn range. 

Market analysis (contd.) 
Software Services 
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Q3 performance 
Software Services 
 

Company 3Q14 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net Income 
(US$ millions) 

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

Cognizant                   2,581  39.18%                 356             0.58             27,213  

CSC                  3,080  28.34%                 151             1.18               8,583  

Infosys                  2,201  38.53%                 292             0.89             34,564  

HCL                  1,434  36.78%                 307             1.74             19,613  

TCS                  3,929  44.41%                 872             0.45             87,386  

Company 3Q13 

Revenue 
(US$ millions) 

Gross  
margin (%) 

Net Income 
(US$ millions) 

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

Cognizant             2,306  40.05%                   320           1.05          24,830  

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 

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 

• PC growth in mature markets was offset by a decline in emerging markets in Q3’14. Worldwide 
PC shipments reached 79.4 million units, a 1% decline year over year. Positive results in Western 
Europe and North America may be a sign of gradual recovery for the PC industry. Consumer 
attention is slowly returning to PC purchases as tablet adoption has slowed — tablet penetration 
has reached the 40%-50% range.1 

• In contrast, weakness in the emerging markets reflects the saturation in selected consumer 
segments that can afford PCs. At the same time, consumers who don’t have PCs will likely buy 
low-priced tablets. For the first time, the sum of the top five vendors' share reached two-thirds of 
worldwide PC shipments. All top 5 vendors showed stronger growth compared to the industry 
average. Scale is one important success criterion for vendors to survive in the PC market. Some 
vendors have already scaled back or have withdrawn from the PC business — namely Samsung 
and Sony — and in Q3’14 Toshiba also announced plans to restructure its PC division.1 

• While its overall growth rate slightly declined in PC shipments, HP was able to post single-digit 
growth to maintain the No. 2 position worldwide. HP was the No. 1 vendor in EMEA and the US. 
While HP announced its intention to split into two companies, the impact to the PC business 
operation should not be significant.1 

1.   Gartner, Nov 2014 
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Market analysis (continued) 
Systems and PC Hardware 

• The worldwide tablet market is expected to see a massive deceleration in 2014 with year-over-
year growth slowing to 7%, down from 53% in 2013. At the core of this slowdown is the 
expectation that 2014 will represent the first full year of decline in Apple iPad shipments. Both 
the iPad and the overall market slowdown do not come as a surprise as device lifecycles for tablets 
have continued to lengthen, increasingly resembling those of PCs more than smartphones.2 

• In the early stages of the tablet market, device lifecycles were expected to resemble those of 
smartphones, with replacement occurring every two to three years. What has played out instead is 
that many tablet owners are holding onto their devices for more than three years and in some 
instances more than four years. It is believed that the two major drivers for longer-than-expected 
tablet lifecycles are legacy software support for older products, especially within iOS, and the 
increased use of smartphones for a variety of computing tasks.2 

• Among different form factors and product groups, significant advancements have been made 
recently by hardware manufacturers to advance the 2-in-1, or detachable, product category. 
Devices have become thinner, prices have come down and more models are available. Despite 
these advances, shipments of 2-in-1 devices are only expected to reach 8.7 million units in 2014, 
which is just 4% of the total tablet plus 2-in-1 market. A large reason for the relatively small 
uptake has been consumer hesitancy around the Windows 8 platform, which the majority of 2-in-
1 devices are built upon.2 

2.           IDC, Nov 2014 
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Market analysis (continued) 
Systems and PC Hardware 

• IBM has reached an agreement under which GlobalFoundries will acquire its Microelectronics OEM 
semiconductor business and manufacturing operations. The transaction with GlobalFoundries is 
expected to close in 2015. The results from continuing operations exclude the Microelectronics 
business, which is presented separately as discontinued operations. The charge also includes other 
estimated costs related to the transaction, including cash consideration of approximately US$1.5bn 
expected to be transferred to GlobalFoundries. The cash consideration is expected to be paid to 
GlobalFoundries over the next three years and will be adjusted by the amount of the working capital 
due by GlobalFoundries to IBM. 



PwC 
Technology Sector Scorecard 

43 

Q3 performance  
 Systems and PC Hardware 
Company  Q3’14 

Revenue 
(US$ millions) 

Gross 
margin (%) 

Net income/(loss)  
(US$ millions) 

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

EMC                    6,032  62.05%                 587             0.28             59,105  

HP                   28,406  24.58%              1,330             0.70             66,736  

IBM                  22,397  48.55%                   18             0.02           160,493  

Lenovo                  10,475  13.91%                 262             2.49             14,178  

Xerox                    5,120  31.45%                 266             0.22             15,082  

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) 

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  

Dell privatization completed on Oct 29, 2013 

http://www.pwc.com/techscorecard
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