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Q1 2014 Executive summary

• Though performance was mixed, the overall stability of the global equity markets led to the top 25 
global technology businesses’ average enterprise-value-to-EBITDA multiples remaining constant 
at 10.0x.1

• Full-year outlook remains positive as economic sentiment in the US continues to rise, but 
uncertainty remains abroad in both the Eurozone and China. However, the Eurozone, now several 
years into recovery, is viewed as an important source of potential future growth for technology 
companies.

• Software witnessed average growth of 4% year over year, while hardware experienced the greatest 
disruption with global PC shipments declining 1.7%. Companies from a broad set of industries are 
using software and cloud services to improve product offerings , a trend that is accelerating.  As 
the overall device market starts to saturate, and standardization and commoditization advance, 
the increasing pressure on margins will continue for hardware. 

• The public cloud market is projected to grow at a 22% CAGR through 2020 reaching US$191 
billion; cloud platform services are projected to reach US$44 billion; cloud business services 
US$14 billion; and cloud applications, or the software-as-a-service (SaaS) market, will reach 
US$131 billion.2

Tech companies show mixed results as mobile and cloud continue to disrupt 
status quo

1. PwC US Technology Deals Insights Q1 2014 update, May 2014
2. Forrester, May 2014
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Q1 2014 Executive summary (continued)

• Android (including Android Open Source Platform) once again dominated Q1 2014 smartphone 
shipments with an 80% market share and just under 300 million smartphones shipped. Further, 
basic mobile phones lost 5% share and Android picked up almost all of these users, suggesting 
Android is well positioned to gain subscribers as they upgrade to smartphones.3

• In 2013, nine of the ten biggest web properties by traffic were owned by US companies. In the first 
few months of 2014 that fell to six, with Baidu, Alibaba and Sohu joining Tencent (on the list in 
2013).4

• The Internet of Everything (IoE), connecting the physical world (objects, devices, and “things”) to 
the Internet, is predicted by Forrester to surpass the combined market of PCs, tablets and phones 
by 2017.4 The estimated global market value for IoE is US$4.6 trillion with Latin America and 
Asia leading in implementation.5 Companies in our analysis investing heavily in IoE include 
Cisco, Google, IBM and Qualcomm.

• Continuing the momentum from Q4’13, 26 technology companies went public and raised 
US$6.8bn in Q1. This was a significantly higher opening compared to Q1’13, which raised a total of 
US$1.7bn from just 10 technology IPOs.6

• In the US, 57 technology M&A deals closed in the first quarter, up 36% year over year, for a total 
value of US$22.6bn, up by 113%. Mobile and cloud-related deals dominated the top transactions 
for the quarter. 1

3.  https://www.abiresearch.com/press/q1-2014-smartphone-os-results-android-dominates-hi
4.   Forbes, May 2014
5.   Cisco, May 2014
6.   PwC Global Technology IPO Review Q1 2014, April 2014
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Source: ISM 
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The Purchasing Manager’s Index dropped to 53.7 in Q1’14, reversing the upward trend begun in 
Q2’13. A PMI in excess of 43.2, over a period of time, generally indicates an expansion of the 
overall economy. Therefore, the March PMI indicates growth for the 58th consecutive month in 
the overall economy.

US Purchasing Manager’s Index (PMI) trends (Q1’05- Q1’14)
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Snapshot by subsector

Communications 
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Market analysis 
Communications

• In the worldwide mobile phone market (inclusive of smartphones), vendors shipped 448.6mn units, 
up 3.9% from the 431.8mn units shipped Q1'13, but down 9.0% from the 492.8mn units shipped in 
Q4’13. Smartphones accounted for 62.7% of all mobile phone shipments in Q1’14, up from 50.7% of 
all mobile phone shipments in Q1’13.1

• The worldwide smartphone market began the year with an expected downturn from holiday quarter 
shipment volumes, but still posted a YoY increase in Q1’14. According to Worldwide Quarterly 
Mobile Phone Tracker, vendors shipped a total of 281.5mn smartphones worldwide, up 28.6% from 
the 218.8mn units in Q1’13, but down 2.8% from the 289.6mn units shipped in Q4’13. Total 
smartphone shipment volume is expected to reach 1.2bn units in 2014, up 19.3% YoY from the 
1.0bn units shipped in 2013.1

• Ongoing improvements in infrastructure have driven the continuing uptake of mobility and 
broadband around the world and in 2014 mobile broadband is the fastest growth area overall for the 
global telecoms sector. But increased usage has caused data traffic jams on the 3G networks because 
this infrastructure cannot cope with the rapid increase in traffic over the last couple of years. The 
release of 4G/LTE mobile broadband is expected to ease the issue in the short term and anticipation 
of this growing demand has resulted in LTE becoming the fastest developing mobile technology. 
The interest in the voice-over LTE (VoLTE) market is expected to accelerate as LTE networks 
become more mass market. Cellular operators in the US have gone to great lengths to expand LTE 
availability across the country. As a result, the US will become a key market for VoLTE services in 
coming years, with operators and consumers alike benefiting from the scale of LTE and LTE-A 
network footprints.

1. IDC.com press release, April 2014
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Market analysis (continued)
Communications
• Cisco's announcement of its Inter-Cloud partnerships with several major cloud service providers is 

based on differentiated Infrastructure-as-a-Service (IaaS)—differentiated by way of linkage of the 
Cisco technology layers (hardware and software) to provide a network service that aims to be the 
most efficient in terms of cost and flexibility in reacting to different workload demands. This latest 
trend of server virtualization has led to a change in the demand pattern of hardware based servers.1

Primary focus for Inter-Cloud is supporting the Internet of Everything (IoE). Cisco and AGT 
International announced a Smart City Global Strategic Alliance that plans to deliver the promise of 
the IoE through edge analytics and cloud technologies that will change the way cities are managed 
and safeguarded.

• Ericsson sales  decreased 9.6% YoY and 29% sequentially. The YoY sales decrease was primarily 
driven by North America and Japan where large mobile broadband coverage projects peaked in the 
first half of 2013. Intellectual Property Rights revenues grew YoY following the new Samsung 
license agreement on cellular technologies reached in January 2014. Sales declined sequentially 
following a strong Q4, with significant decline in China. Gross margin increased YoY due to a large 
share of mobile broadband capacity projects with higher hardware margins. 

• Motorola Solution’s net sales were US$1.8bn in Q1’14 , down US$172mn, or 9%, compared to net 
sales of US$2.0bn last year . The decrease in net sales reflects a US$145mn decrease in the 
Government segment driven by declines in North America, Latin America and APME, and a 
US$27mn, or 4% decrease in net sales in the Enterprise segment driven by declines in North 
America, Latin America and APME. Gross margin was US$845mn, or 46.9% of net sales, also a 
decline from Q1’13 (48.4%).
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Q1 performance 2014 (see next slide for Q1 2013)
Communications

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

Company Q1’14
Revenue

(US$ millions)
Gross margin 

(%)
Net 

income/(loss)
(US$ millions)

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

Cisco Systems Inc 11,545.00 60.68% 2,181.00 0.42 119,393.00 

LM Ericsson* 7,306.27 36.46% 260.23 0.10 43,109.22 

Motorola Solutions 
Inc 1,801.00 46.92% 127.00 0.49 16,345.06 

Nokia Corp** 3,663.80 45.65% (314.94) (0.08) 27,259.28 

* SEK to USD exchange rate used for Ericsson is 0.1538 USD/SEK.

**EUR to USD exchange rate used for Nokia is 1.3753 USD/EUR.
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Q1 performance 2013
Communications

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

Company Q1’13

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.
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Snapshot by subsector

Consumer Electronics
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Market analysis
Consumer Electronics

• Smartphones have the highest near-term purchase intent of any portable connected device category. 
These results are from CEA’s tracking study.1 Purchase and upgrade intent are a clear indication 
that this category still has steam left in it for growth. The average smartphone is only a year old, 
which indicates a frequent replacement cycle for these devices, a positive indicator for this segment. 

• Consumer electronics devices are starting to play an important role in monitoring and improving  
health and fitness of individuals. Technology innovations now offer unprecedented opportunities for 
consumers to take control of their health and engage in their personal fitness. Major consumer 
electronics companies in this segment have shifted their focus toward health and fitness devices 
which are easy to use and operate. Companies like Royal Philips, Toshiba and Sony have also started 
investing in the medical equipment category.

• Consumer confidence toward technology spending reached its highest level in seven years for the 
month of March and sentiment toward the overall economy also saw increases that month, 
according to the latest figures released by the Consumer Electronics Association (CEA).1 The CEA 
Index known as the Index of Consumer Technology Expectations (ICTE), measures consumer 
expectations about technology spending, increased by 6.2 points in March to reach 90.4. YoY, the 
ICTE jumped 11.2 points from last March’s measurement, reaching the highest level for the month 
since CEA began tracking index data in 2007. The jump in confidence might point to an ensuing lift 
driven by some pent up demand. The CEA Index of Consumer Expectations (ICE), which measures 
consumer expectations about the broader economy, increased by 2.5 points from last month to 
reach 170.2 in March.1

1. Consumer Electronics Association, May 2014
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Market analysis (continued)
Consumer Electronics
• Sony’s sales for Q1’14 increased 8.1% YoY to ¥1,870.9bn. This increase was due to the favorable 

impact of foreign exchange rates, the launch of the PS4 and a significant increase in sales in the 
Pictures segment, partially offset by a significant decrease in financial services revenue. In the 
Mobile Products & Communications segment, sales increased due to foreign exchange rates and a 
significant increase in unit sales of smartphones. In the Devices segment, sales increased due to an 
increase in sales of image sensors. Operating loss of ¥111.8bn was recorded for the current quarter, 
compared to operating income of ¥145.4bn in the same quarter of the previous fiscal year. The loss 
was due to an impairment charge in the current quarter in the disc manufacturing business.

• In the Game segment, Sony’s sales increased from the launch of the PS4 and the favorable impact of 
foreign exchange rates. Operating loss of ¥ 8.1bn (US$78mn) was recorded, compared to operating 
income of ¥1.7bn in the previous fiscal year. This loss was due to an increase in costs related to the 
launch of the PS4 as well as the recording of a ¥6.2bn (US$60mn) write-off of certain PC game 
software titles sold by Sony Online Entertainment LLC.

• Toshiba Group’s net sales for Q1’14 increased by 13.3% sequentially by ¥230.9bn to ¥1970.5bn, but 
on a YoY basis it grew by 2.3%. The increase in sales was led by  growth in US, South East Asia and 
China. All five segments reported higher sales led by Electronic Devices & Component segment.  The 
Energy & Infrastructure segment saw an overall increase in sales reflecting a higher demand in 
Thermal & Hydro Power Systems and Electric Power Distribution Systems. The Memory segment 
also showed improved sales led by demand for Discretes. However, net income decreased by 27.7% 
sequentially due to negative impact from nuclear power plant asset value reassessment, 
discontinuation of the Optic Disk Drive business and expiration of a special corporation tax for 
reconstruction.
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Q1 performance 
Consumer Electronics

Company Q1’14

Revenue
(US$ millions)

Gross
margin (%)

Net income /(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ millions)

Apple Inc 45,646 39.32% 10,223 11.62 482,752 

Canon Inc 8,430 49.69% 462 0.41 34,819 

Philips* 6,904 40.20% 188 0.21 32,118 

Sony Corp 18,164 30.51% (1,342) (1.29) 19,840 

Toshiba Corporation 19,131 26.39% 118 0.03 17,950 

*EUR to USD exchange rate used for Philips is 1.3753 USD/EUR.
Company 1Q’13

Revenue
(US$ millions)

Gross
margin (%)

Net income/(loss)
(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.
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Snapshot by subsector

EMS/Distributors
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Market analysis 
EMS/Distributors

• The EMS sector performed reasonably well in the first quarter. If the macroeconomic environment 
improves in a meaningful way, the EMS sector will see improving results in the second half of the 
year. Arrow Electronics, Inc. reported Q1'14 net income of US$107.1mn, compared with net 
income of US$77.9mn in Q1’13. First quarter sales of US$5.08bn increased 5% from sales of 
US$4.85bn in the prior year. Global components first-quarter sales of US$3.42bn increased 7% 
YoY. Europe and Asia Pacific regions boosted demand, with the Global Component segment 
reporting the highest growth of 7% YoY.

• Net sales of Flextronics for Q1'14 was US$6.7bn, higher than the Company’s previously provided 
revenue guidance of US$5.9bn, to US$6.3bn. Flextronics’s adjusted operating income increased 
US$76mn or 72% YoY, to US$182mn. Net income includes US$55mn of other charges recorded in 
the quarter ended March 31, 2014 due to a contractual obligation. The Company and the customer 
are finalizing an amendment to the manufacturing agreement, which includes a waiver of the 
US$55mn obligation. The Company believes the amendment will be executed in the current June 
quarter, upon which the Company will reverse this charge in the period the amendment is 
executed with no impact to cash. 
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Market analysis (continued) 
EMS/Distributors

• Ingram Micro’s worldwide sales increased by US$122mn to US$10.4bn in Q1’14, up 1%. Gross 
profit was US$611mn (5.88% of total sales), compared with US$585mn in Q1’13. Operating 
income was US$68.4mn, compared with Q1’13 operating income of US$90.8mn. Net income was 
US$24.8 mn, or 16 cents per diluted share. This dip in profits was due to integration and 
transition costs related to the company's organizational effectiveness programs and continued 
BrightPoint integration. 
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Q1 performance 
EMS/Distributors
Company Q1'14

Revenue
(US$ millions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ millions)

Arrow Electronics Inc 5,080 13.24% 107 1.06 7,194 

Avnet Inc 6,684 12.00% 114 0.81 6,311 

Flextronics 
International Ltd 6,724 5.91% 43 0.07 5,566 

Foxconn 29,026 6.04% 642 0.05 41,680

Ingram Micro 10,384 5.88% 25 0.16 4,400

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 

Foxconn 27,579 5.68% 558 0.05 36,967 

Ingram Micro 10,262  5.70% 49.76  0.32  2,998

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “Data explorer” box.
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Snapshot by subsector
Internet
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Market analysis
Internet

• The Internet sector is on the verge of unprecedented growth. With more smart and connected devices 
the consumption of data is rapidly growing.  The value at stake for the ‘Internet of Everything’ (IoE) is 
an estimated US$14.4 trillion. The value from the IoE comes from multiple areas. First, it will improve 
the utilization of things and make the world more efficient; this is valued at US$2.5 trillion. Lowering 
expenses by improving employee productivity makes up US$2.5 trillion. Supply chain and logistics 
improvements that will reduce the cost of producing and delivering goods and services is worth US$2.7 
trillion. Cross-selling opportunities that will deliver better customer experiences via IoE represents 
US$3.7 trillion. Unlocking new innovation potential through research and development as well as new 
models for competition is worth another US$3 trillion.1

• In the IPO market, the Software and Internet sectors have been the greatest area of convergence as 
boundaries blur between technology and other sectors. It’s therefore no surprise that Internet Software 
& Services led the way in Q1 with the highest number of deals—11 or 42% of total deals—and raised the 
second highest proceeds (US$1.8bn).

• On the flip side, desktop search in the US is poised for significant decline this year as paid clicks on 
Google shift toward mobile devices. US mobile search ad spending grew 120.8% in 2013, contributing to 
an overall gain of 122.0% for all mobile ads. Meanwhile, overall desktop ad spending increased just 
2.3% last year.2

1. Internetnews.com, March 2014
2. eMarketer , March 2014
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Market analysis (continued)
Internet

• Amazon’s sales increased 23% YoY in Q1’14. Changes in currency exchange rates impacted net 
sales by US$10mn and US$(302) million for Q1’14 and Q1’13 respectively.  North American sales 
increased 26% in Q1’14, YoY. The sales growth primarily reflects increased unit sales, including 
sales by marketplace sellers, and AWS. International sales increased 18% in Q1’14. Sequentially 
revenues were down 22.8%, adversely impacted by a normally down first quarter (seasonal 
impact). The gross margins also improved in Q1’14 YoY, primarily due to services sales increasing 
as a percentage of total sales.

• eBay Inc. reported that YoY revenue for Q1’14 increased 14% to US$4.3bn.  The Q1’14  GAAP loss 
was (US$2.3bn) or (US$1.82) per diluted share. This was due to a discrete tax charge of 
approximately US$3.0bn. The total company-enabled commerce volume (ECV) increased 24% 
in Q1’14 to US$58 bn. Mobile ECV advanced 70% to US$11bn representing 19% of volume. 
Cross-border trade grew 24%, representing US$13bn, or 22%, of total company ECV. A recent 
global PwC survey of online shoppers indicates that 29% of US consumers shop online through 
mobile phones, clearly validating the increase in revenue. 

• Yahoo Inc.’s GAAP revenue was US$1,133mn for Q1’14, a 1% decrease from Q1’13. Revenue 
excluding traffic acquisition costs was US$1,087mn for Q1’14, a 1% increase YoY. Adjusted 
EBITDA for Q1’14 was US$306mn, a 21% decrease YoY. This was impacted by the drop in search 
revenues from desktop machines.
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Q1 performance 2014 (see next slide for Q1 2013)
Internet

Company Q1’14
Revenue

(US$ millions)
Gross 

margin (%)
Net 

income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ millions)

Amazon 19,741 28.80% 108 0.23 154,728 

eBay 4,262 68.30% (2,326) (1.82) 71,536 

Google 15,420 61.34% 3,452 5.42 376,222 

LinkedIn 473 86.80% (13) (0.11) 22,291 

Netflix 1,270 31.56% 53 0.86 21,101 

Yahoo! 1,133 71.15% 314 0.29 36,259 

Yelp 76 93.36% (3) (0.04) 5,452 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “Data explorer” box.
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Q1 performance 2013
Internet

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)

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
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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$78.4bn during Q1'14, marking the industry’s highest-ever first quarter sales. Global sales 
reached US$26.16bn for the month of March 2014, an increase of 11.4% from March 2013 when sales 
were US$23.48bn and a slight uptick of 0.4% compared to last month’s total of US$26.04bn. 
Regionally, sales in the Americas increased by 16.1% YoY. 

• The global semiconductor market has demonstrated consistent momentum in recent months, and 
sales are well ahead of last year’s pace through the first quarter of 2014. Regionally, YoY sales 
increased in the Americas (16.1%), Asia Pacific (12.9%), Europe (8%) and Japan (0.4%), marking the 
first time in more than three years that YoY sales increased across all regions. Sales were up compared 
to the previous month in Europe (3.9%), Asia Pacific (1.4%) and Japan (0.3%), but down slightly in the 
Americas (-4.3%).  Memory, and in particular DRAM, led this growth; not due to strong demand, but 
rather weak supply growth that pushed pricing higher. In fact, the overall market faced a number of 
demand headwinds during the year, with PC production declining 9.9% and the premium smartphone 
market showing signs of saturation as growth tilted toward lower-priced, entry-level and mid-range 
smartphone models.1

• Worldwide semiconductor capital equipment spending is projected to total US$37.5bn in 2014, an 
increase of 12.2% from 2013 spending of US$33.5bn. Capital spending will increase 5.5% in 2014 as 
the industry begins to recover from the recent economic downturn. Total capital spending will grow by 
5.5%, while wafer fabrication equipment will increase 13% as manufacturers pull back on new fab 
construction and concentrate in ramping new capacity instead. Momentum from exceptionally strong 
Q4’13 sales has carried forward into the Q1'14, but is expected to marginally slow.2

1. SIA, May 2014
2. Gartner, April  2014
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Market analysis (continued) 
Semiconductors

• This quarter Applied Materials generated orders of US$2.63bn, up 15% QoQ led by increases in 
Display and Silicon Systems. Net sales of US$2.35bn were up 7% sequentially. The Company 
recorded GAAP gross margin of 42.5%, operating income of US$387mn or 16.4% of net sales, and 
net income of US$262 million or $0.21 per diluted share. Applied gained 1.4 points of wafer fab 
equipment market share in 2013. 

• Qualcomm’s revenue of US$6.37bn was up 4% YoY and down 4% sequentially. Operating income of 
US$1.99bn was up 6% YoY and 33% sequentially and net income was US$1.96bn, up 5% YoY and 
4% sequentially. The company returned capital to stockholders, a total of US$1.59bn, including 
US$1.00bn through repurchases of 13.4mn shares of common stock and US$589mn through cash 
dividends. 

• Texas Instruments reported Q1'14 revenue of US$2.98bn, net income of US$487mn and earnings 
per share of 44 cents.  Net income jumped by 34.5% YoY due to an inclusion of a gain of US$37mn, 
which was not included in the company's prior outlook and it increased earnings by 2 cents per 
share, related to property sale and other assets associated with restructuring actions. Analog and 
Embedded Processing comprised 84% of Q1'14 revenue. Gross margin of 53.9% remained strong 
and reflects the cost reductions in the Analog and Embedded Processing portfolio and 
manufacturing efficiency. 



PwC
Technology Sector Scorecard

27

Q1 performance 
Semiconductors

Company Q1'14

Revenue
(US$ millions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ millions)

Intel 12,764 59.75% 1,947 0.38 127,383 

Applied Materials 2,353 42.54% 262 0.21 22,549 

Texas Instruments 2,983 47.51% 487 0.44 82,097 

TSMC 4,900 47.51% 1,582 0.31 103,817 

Qualcomm Inc 6,367 61.02% 1,959 1.16 133,587 

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 

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “Data explorer” box.
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Snapshot by subsector
Software
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Market analysis 
Software

• The worldwide software market is forecast to grow 5.9% YoY in current US$. The compound annual 
growth rate (CAGR) for the 2013-2018 forecast period will remain close to 6%. Structured Data 
Management Software, Collaborative Applications and Data Access, Analysis and Delivery solutions 
are expected to show the strongest growth over the five-year forecast period with a CAGR near 9% 
from 2013-2018. Leveraging the social dimension of the Internet continues to fuel growth in  
software as a service. This is complementary to the increased attention to Big Data and analytics 
solutions, which help enterprises understand and act on anticipated customer behavior and new 
insights into product reliability and maintenance.1

• Adoption of Big Data is still slow among Western European governments but interest is growing 
steadily. A survey by IDC indicates that of those government executives in Western Europe who are 
investing or plan to invest in Big Data and analytics, 38% will do so to reduce financial fraud and 
abuse, 40% to improve revenue collection and 44% to increase overall efficiency.2

• Intuit gained momentum with its transition to the cloud, increasing value for its customers. The 
company’s share grew in tax businesses, and small business subscriber growth continues to 
accelerate globally. Total company revenue was US$2.4bn, up 9.6%. The EPS grew by 28% YoY with 
net income growth of 19.7%. Intuit increased TurboTax Online units 14% for the season. It also grew 
QuickBooks Online subscribers 36% to 624,000, adding more than 60,000 net customers 
sequentially. Small business segment tax returns was the key driver of revenue growth.

1. IDC, June 2014
2. IDC Government Insights Survey  May 2014
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Market analysis (continued) 
Software

• SAP’s Q1’14 software license revenue was €623mn (Q1’13: €657mn), a decrease of 5% YoY, but cloud 
revenue rose 32% to €221mn. In Q1’14, SAP ‘IFRS’ operating profit increased 12% compared with 
the same period in the previous year to €723mn (Q1’13: €646mn). This increase is mainly due to a 
lower impact from acquisitions (deferred revenue write downs and acquisition-related charges) 
compared to 2013. The operating margin increased by 1.6 percentage points to 19.5% (Q1’13: 17.9%). 
In Q1’14, profit after tax was €534mn (Q1’13: €520mn), an increase of 3%. 

• Microsoft Corp. reported revenue of US$20.40bn for Q1’14 which was flat YoY. Gross margin, 
operating income, net income and diluted earnings per share for the quarter were US$14.46bn (up 
8%), US$6.97bn, US$5.66bn and US$0.68 per share, respectively. Devices and Consumer revenue 
grew 12% to US$8.30bn led by higher demand for Xbox and Bing. 
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Q1 performance 2014 (see next slide for Q1 2013) 
Software

Company Q1’14
Revenue

(US$ millions)
Gross 

margin (%)
Net 

income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ millions)

Adobe 1,000 85.15% 47 0.09 34,212 

Intuit 2,388 93.13% 984 3.47 21,581 

Microsoft 20,403 70.88% 5,660 0.28 338,577 

Oracle 9,307 81.99% 2,565 0.56 177,392 

SAP* 5,086 66.58% 534 0.62 97,044 

Symantec 1,625 82.65% 217 0.31 13,853 

VMware 1,360 85.22% 199 0.46 46,486 
*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.
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Q1 performance 2013 
Software

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)

Adobe 1,008 84.45% 65 0.13 19,696
Intuit 2,178 91.64% 822 2.71 17,698
Microsoft 20,489 76.64% 6,055 0.72 238,823
Oracle 8,958 80.84% 2,504 0.52 161,579
SAP 4,756 66.40% 687 0.58 96,044
Symantec 1,748 82.38% 188 0.26 17,227
Vmware 1,191 84.73% 174 0.40 33,790
*Euro to USD exchange rate used for SAP is 1.3208 USD/Euro.
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Snapshot by subsector
Software Services
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• The global outsourcing industry is off to a fast start in 2014, with the return of the “mega deal” fueling 
double-digit growth in Q1'14 contract value. Data from the ISG Outsourcing Index, which measures 
commercial outsourcing contracts with annual contract value (ACV) of US$5mn or more, show 10 
mega-contracts worth more than US$100mn in ACV were signed in the first quarter, marking a 
return to pre-recession (before 2008) levels.  These large contracts, coupled with double-digit growth 
in overall contracting levels, fueled a 14% increase in ACV over Q1'13.

• Global ACV of US$5.7 bn in the first quarter was generated, to a large extent, by new-scope contracts, 
whose value grew 41% YoY, to US$3.6bn.  Growth was particularly strong in new-scope information 
technology outsourcing (ITO), both in terms of value and in the number of contracts awarded. As 
evidence of the move to smaller contracts, the number of contracts awarded in the US$5mn to 
US$9mn range this past quarter was up 21% YoY.

• Restructured contracts continue to represent a substantial and growing portion of the market, at least 
in terms of deal counts, which were up 24% over the last 12 months.  However, ACV continues to 
shrink as contracts are being awarded at much smaller values.  ISG expects this trend to continue as 
multi-sourced contracts are themselves broken up, shared and delivered more efficiently in 
succeeding generations.

Market analysis
Software Services
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• ITO was the biggest driver of first-quarter growth, with ACV up 29% YoY, principally the result of a 
number of large new-scope awards hitting the market in the first three months of 2014.  Deal counts 
were essentially flat QoQ, but were up 15% over the trailing 12 months.  The value of contracts for IT 
infrastructure outsourcing in the first quarter was nearly double the average over the prior eight 
quarters.1

• Business process outsourcing (BPO) activity and values climbed significantly from the weak Q4’13 
performance, but that spike is not substantial keeping in the mind the  performance for the last 12 
months, a period that saw ACV drop by 37%.  Multi-process and facilities management outsourcing 
were two areas whose first-quarter values advanced well beyond their trailing eight-quarter averages.  
The relative volatility in the BPO market is being caused, in part, by fast-evolving technology 
solutions, such as SaaS and cloud, that are transforming the market.

• By region, EMEA continued its steady, reliable growth in the first quarter, with ACV up 29%, to 
US$2.9bn, and contract counts up 21%, driven by new scope awards and strength in ITO.  It was the 
11th time in the last 14 quarters the region topped the US$2.5bn mark in ACV. Growth in the UK and 
the Nordics was particularly notable, as was strength overall in Travel, Transport & Leisure and 
Business Services, both of which easily eclipsed their average values over the previous eight quarters.1

Market analysis (continued)
Software Services

1. The Global ISG (Information Services Group) Outsourcing Index, January 2014
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• CSC’s revenue for the quarter was US$3.33bn which is a decrease of 5% YoY. For the full year, 
revenue of US$13.0bn declined by 8% in constant currency basis. Operating income was US$359mn 
for the quarter, an increase of US$154mn YoY, and reflects progress made from cost takeout 
initiatives and higher restructuring in the year-ago period, as well as the benefit from a special item—
a US$21mn reversal of contingent consideration associated with the acquisition of ServiceMesh, Inc. 
Income from continuing operations of US$179mn for this quarter decreased by US$68mn when 
compared with the year ago period due primarily to a tax benefit of US$144mn in the prior year.  For 
fiscal 2014, income of US$621mn from continuing operations increased by US$123mn.

• Cognizant’s revenue for Q1'14 rose to US$2.42bn, up 19.9% from US$2.02bn in Q1'13. GAAP net 
income was US$348.9mn. GAAP operating margin for the quarter was 19.0%.

• TCS reported US$3.5bn, a growth in quarterly revenue of 15.2% YoY in Q1'14. There was holistic 
growth across markets and industries during the financial year. Europe led growth in major markets, 
while UK and North America continue to grow in line with the company average. All major industry 
verticals grew in double digits led by Retail, Manufacturing, Life Sciences & Healthcare and BFSI 
during FY14. Strategic investments, including those in Digital Technologies, are providing a 
compelling value proposition.

Market analysis (continued)
Software Services
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Q1 performance
Software Services

Company Q1'14
Revenue

(US$ millions)
Gross 

margin (%)
Net income/(loss)

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

(US$ millions)

Cognizant 2,422 40.87% 349 0.57 30,787 

CSC 3,329 27.58% 174 1.19 8,796 

Infosys 2,092 37.00% 487 0.85 30,959 

HCL 1,361 38.87% 264 0.37 16,282 

TCS 3,503 46.82% 861 0.44 70,014 

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)

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
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Snapshot by subsector

Systems and PC Hardware



PwC
Technology Sector Scorecard

39

Market analysis
Systems and PC Hardware

• Global PC shipments declined 1.7% in Q1’14 totaling 76.6 million units. However, the rate of decline was 
less than the decline in previous quarters. Among the top five computer vendors globally, Lenovo 
posted the highest growth, with shipments increasing 10.9% during the quarter. HP followed with 4.1% 
growth and Dell was third with 9% growth. Acer saw a major decline in the number of computers 
shipped, dropping 14.8%.   In the US, HP was the top vendor with 25.1% of the market. Dell was second 
with 21.5% of the market and Apple followed in third place at 11.5%. Apple’s shipments declined 3.8% 
compared to Q1 2013.

• Worldwide tablet plus 2-in-1 shipments slipped to 50.4 million units in Q1'14. The total represents a 
sequential decline of 35.7% from the high-volume holiday quarter and just 3.9% growth YoY. The 
slowdown was felt across operating systems and screen sizes and likely points to an even more 
challenging year ahead for the category.1

• Tablet substitution of notebooks is expected to start to dissipate from this year onwards as consumers 
and businesses align the right device with the right usage pattern. As the overall device market starts to 
saturate, the increasing pressure on margins will continue, and vendors will look at different ways to 
cope with the ongoing issue of lower margins. While the trend of declining prices is inevitable, 
consumers increasingly will value other features in a device—beyond just the price.2

1. IDC, April 2014
2. Gartner, April 2014
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Market analysis (continued)
Systems and PC Hardware

• EMC reported Q1'14 revenue of US$5.5bn, an increase of 2% YoY and net income of US$392mn. Q1'14 
revenue from the EMC Information Infrastructure business declined 3% YoY. Within this, EMC's 
Information Storage business declined 3%  and EMC's High-end Storage business, increased 6% YoY. 
EMC's Emerging Storage business revenue growth accelerated 81% YoY, propelled by a number of 
products including EMC XtremIO all-flash storage, EMC ViPR software-defined storage, EMC Atmos
distributed object storage and EMC Isilon scale-out storage. EMC continued its industry leadership in 
enterprise flash storage, selling more than 17 petabytes of flash capacity in Q1'14 alone, an increase of 
more than 70% YoY. Revenue from EMC's RSA Information Security business increased 5% in Q1'14, 
with Security Analytics and Archer each growing over 25%.

• IBM net income was US$2.4bn, down 21% YoY.  Operating (non-GAAP) net income was US$2.6bn a 
decrease of 22%. The results include the impact of a charge of approximately US$870mn for workforce 
rebalancing and a gain of nearly US$100mn for the divestiture of the customer care outsourcing 
business.  Total revenues for the first quarter of 2014 of US$22.5bn were down 4% YoY. In Q1'14 IBM 
continued to take actions to transform parts of the business and to shift aggressively to strategic growth 
areas including cloud, big data analytics, social, mobile and security.  
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Q1 performance 
Systems and PC Hardware

Company Q1’14

Revenue
(US$ millions)

Gross
margin (%)

Net income/(loss)  
(US$ millions)

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

EMC 5,479 61.09% 392 0.19 55,368 

HP 27,309 24.19% 1,273 0.66 62,781 

IBM 22,484 46.89% 2,384 2.29 187,908 

Lenovo 9,357 13.29% 158 1.53 11,430 

Xerox 5,121 30.21% 281 0.23 13,191 

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

Company Q1’13

Revenue
($ millions)

Gross
margin (%)

Net income/(loss) 
($ millions)

EPS (US$) Market cap 
($ 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 

Dell privatization completed on Oct 29, 2013
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