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Q3 2016 Executive summary

• The technology sector posted strong year-over-year and quarter-over-quarter growth of 9.4% and 
10.8%, respectively, in the third quarter of 2016. Year-over-year performance by subsector:

The tech industry shows resilience as markets overcome the impact of 
Brexit and investor sentiment bounces back

Internet + 24.2%

Semiconductors + 14.7%

Communications +  7.6%

Software Services +  7.5%

Software +  2.5%

Systems & PC hardware +  2.4%%

EMS +  1.7%%

Consumer Electronics - 4.5%
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• The technology sector in Q3 2016 showed marked improvement in several sectors as markets 
shrugged off the impact of Brexit. Overall, growth was led by the Internet and Semiconductors 
sectors.

• In contrast, though market sentiments improved, technology M&A remained slow during the 
quarter. Dell Inc closed the acquisition of EMC Corp and Micro Focus announced its acquisition of 
the software business of Hewlett-Packard Enterprise in a transaction valued at US$8.8 billion.1

• Supported by strong capital markets, the global technology IPO market in Q3 2016 posted positive 
performance for the second consecutive quarter. The third quarter delivered 43% sequential growth 
from 20 tech IPOs compared to 14 tech IPOs in Q2 2016, and a 264% increase in total proceeds 
from US$1.5 billion in Q2 2016 to US$5.4 billion. The growth in proceeds was influenced by two 
Unicorn (billion-dollar valuation) IPOs, including Nets A/S, which alone raised proceeds of US$2.4 
billion. Year over year, Q3 2016 saw an 82% rise from 11 IPOs and a 31% rise in total proceeds from 
US$4.1 billion in Q3 2015.2

• The financial markets and world economy showed mixed performance in the third quarter. Europe 
remained flat, with GDP growth of 0.3%. The US economy grew by 3.2%, the strongest growth 
registered this year. However, consumer spending, which accounts for more than two-thirds of US 
economic activity, increased at 2.8%, down from 4.3% in the previous quarter and business 
spending on equipment fell by 4.8%, marking four straight quarters of decline.3 However, the US 
labor market is nearing full employment and a moderate but steady rise in inflation led to the 
Federal Reserve raising the federal-funds rate one quarter of a percentage point for just the second 
time in a decade. 

Q3 2016 Executive summary (continued)

1. Reuters, Sept 2016
2. PwC’s Global Tech IPO Review, Q3 2016
3. CNBC, Nov 2016
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• China’s economy grew at a steady rate of 6.7% for the third quarter in a row, fueled by stronger 
government spending, record bank lending and a booming property market that is adding to its 
growing debt.4 The economy has been expected to slow down as the country transitions from 
manufacturing-led growth toward consumption. Concerns have persisted over China’s economy's 
health, as private-sector debt has surged even as the amount of growth from additional debt has 
declined. High-level policymakers had indicated that it would be acceptable to miss growth targets, 
but in late 2015, the government returned to a rigid interpretation.5

• Continuing the momentum of recovery after the post-Brexit selloff, the Dow Jones Industrial 
Average (DJIA) opened the quarter 2.2% higher at 17,949.37.6 The Index posted swift gains in the 
following weeks as strong US employment data and gains made by technology stocks erased Brexit 
losses. 6, 7, 8 By 20th July, the Index topped 18,517.23. However, wild swings in oil prices brought on 
volatility and resulted in 200-point swings in the DJIA. The Index entered a second period of 
volatility in September, caused by worries of an interest rate hike by the Fed, jitters over the US 
presidential election, and anticipation over the meeting between OPEC countries in Algiers.9, 10 On 
30th September, the DJIA closed the quarter at 18,308.15.

Q3 2016 Executive summary (continued)

4. Reuters, Oct 2016
5. CNBC, Oct 2016
6. CNBC, July 2016
7. Fortune, July 2016
8. MarketWatch, July 2016
9. CNBC, September 2016
10. MarketWatch, Sept 2016
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• Steady growth of the Chinese economy and calming of Brexit fears led to a marked stability in the 
Shanghai Composite Index, which passed the 3,100 mark for the first time since January in Q3. The 
Index started at 2,932.48 and reached 3,125.20 by 15th August. Growth was driven by increased 
buying by investors, speculation that merger activity in the real estate industry would increase and 
weak economic data would lead to fresh stimulus.11, 12 However, weak performance of Chinese 
financial services companies coupled with jitters over the US presidential elections caused the Index 
to tumble and close the quarter at 3,004.70.13

• The Internet sector witnessed a massive cyber attack on October 21, 2016. The attack took control of 
thousands of Internet-connected devices (such as webcams and digital recorders) that had 
previously been infected with a malicious code, and directed them to clog up web traffic across the 
globe. It led to temporary outages of some 1,200 websites, including Twitter, Netflix and PayPal.14

• Outages began in the Eastern United States, spread to other parts of the country and subsequently 
to Europe. With millions of Internet addresses used by hackers, this was one of the largest attacks of 
its kind. The security of IoT devices has become critical. By 2020, 21 billion of Internet of Things 
(IoT) devices are expected to be used worldwide. Of these, close to 6% will be in use for industrial 
IoT applications.15

Q3 2016 Executive summary (continued)

11. Bloomberg, July 2016
12. Bloomberg, Aug 2016
13. EconomicCalendar.com, Sept 2016
14. Reuters, Oct 2016
15. Gartner.com, Oct 2016
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• Worldwide sales of semiconductors reached US$88.3 billion in Q3 2016, marking the highest-ever 
quarterly sales and an increase of 11.5% compared to the previous quarter. The three-month moving 
average sales for the month of September 2016 were US$29.4 billion, an increase of 3.6% over the 
September 2015 total of US$28.4 billion and 4.2% more than the previous month’s total of US$28.2 
billion.  The global semiconductor market has shown resurgence, with most regional markets and 
semiconductor product categories contributing to the gains. Indications are positive for increased 
sales in the coming months, but it remains to be seen whether the global market will surpass annual 
sales from last year.16

• The as-a-service (aaS) market in Asia-Pacific surpassed traditional outsourcing and contracting 
levels for the very first time. aaS sourcing rose by 30%, generating US$700 million. The biggest 
growth was in Infrastructure as a Service (IaaS), which saw 51% growth, while Software as a Service 
(SaaS) saw 25% growth. In contrast, traditional sourcing dropped by 6%, even after a rise in 
business process outsourcing. This was led by a 30% drop in annual contract value (ACV) compared 
to the same time last year.17

• The rise of the Internet of Things (IoT) has led to a new trend of module manufacturing, which 
includes IC packaging and compound semiconductor assembly. The recent success of system-in-
package (SiP) and multichip module (MCM) solutions is leading top-tier EMS and ODM companies 
to look at partnering with IC packaging and optoelectronics firms. The logic behind this is clear: IC 
packaging firms have operating margins more than double those of EMS firms—averaging around 
18% to 20%—whereas EMS firms have gross margins of only 2% to 10%. Foundry chip companies 
that are farther up the supply chain maintain gross margins of 40% to 50%, and may offer attractive 
opportunities for EMS providers to improve earnings through outsourced semiconductor assembly 
and test.18

•

Q3 2016 Executive summary (continued)

16.  Semiconductors.org, Oct 2016
17.  The Global ISG (Information Services Group) Outsourcing

Index, Oct 2016
18.  Manufacturing Market Insider, Oct 2016
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Source: ISM 
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The Purchasing Manager’s Index (PMI®) dropped 0.6% to 51.2 in Q3 2016 due to low orders, a 
decrease in production and employment, and high raw material prices. However, since this is 
above the 50% mark, it represents an expansion in manufacturing for the second consecutive 
quarter.19

US Purchasing Manager’s Index (PMI) trends
Q3 2007-Q3 2016

19.  Presswire,.com, Sept 2016
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Snapshot by subsector

Communications 
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Market analysis
Communications

• The Communications industry group experienced 7.6% revenue growth year over year due 
principally to growth in Nokia’s revenues resulting from the acquisition of Alcatel. Excluding 
Nokia, the group experienced a 5.9% decline in revenue year over year, and a decline of 3.9% 
from the prior quarter. However, Motorola Solutions reported positive revenue growth of 7.7% 
and 7.1% year over year and sequentially, respectively. In terms of net income, Motorola 
Solutions reported strong growth of 67% year over year and 79% sequentially. LM Ericsson 
reported marginally declining revenue of US$6.0 billion, but net income declined by more than 
100%, resulting in a net loss of US$27.3 million. 

• Traditional telecom equipment providers have been reinventing themselves to remain relevant 
in an increasingly digital world. Simply selling routers, towers and boxes is not enough to 
survive as margins on hardware become increasingly slim. These companies have to find new 
ways to leverage their core assets, while simultaneously acquiring new skills to align with the 
rapidly changing market landscape.1

• The recent merger of Nokia and Alcatel-Lucent, along with Huawei's aggressive stance in the 
market, has put enormous pressure on other key players like Ericsson, but this also underlines 
the big efforts all major companies are making to align themselves with the new realities of the 
digital economy.1

1. Gartner, Oct 2016
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Market analysis (continued)
Communications
• Telecom services companies are presently more inclined  to use a single strategic telecom 

equipment supplier for a combined software and services offering. Infrastructure technology 
suppliers are now expected to cover the entire end-to-end functionality across virtualized 
network infrastructures, IT software and cloud data center capabilities. This has come as a big 
opportunity for the major players. However, the challenge is to operationalize and monetize new 
cloud-based technologies, like software-defined networks and network function virtualization. 
Communications companies that are able to provide viable end-to-end solutions to capitalize on 
the market potential of future technologies, such as 5G, machine-to-machine, the Internet of 
Things and cloud, will gain significant leads.2

• To cater to the telecom operators, the telecom equipment providers must redesign their business 
to address larger digital transformations. This will require a total transformation of vertical 
operations support system (OSS)/business support system (BSS) stacks to fully automated, 
horizontal execution environments. They need to assist with the design of new operating models 
with operational network and IT alignment.2

• As telecom operators change the way they create, manage and deliver digital services, the big 
communications equipment suppliers must shift to facilitate the move toward digital 
infrastructure. There is a huge market opportunity in architectural integration and ensuring 
interoperability across an end-to-end digital infrastructure. The shift to new digital development 
and operations paradigms is a key opportunity for these companies.1

2. Gartner, Oct 2016
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Market analysis (continued)
Communications
• Motorola Solutions reported strong numbers in Q3 2016, despite the competitive environment, 

which is impacting margins for all the major companies. Motorola Solutions revenue increased 
8%, including US$131 million in Airwave sales. The Products segment sales declined 1% due to 
softness in Africa and China, but the Services segment grew 23% including Airwave, while 
Managed and Support Services grew 5%. The operating margin was 22.3% of sales, compared with 
16.2% last year, reflecting higher sales and gross margin associated with Airwave, as well as lower 
operating expenses. (Operating expenses declined US $27 million compared with the year-ago 
quarter). The company also announced plans to acquire Spillman Technologies, a provider of 
comprehensive law enforcement and public safety software solutions for computer-aided dispatch 
and records management systems. Spillman is expected to complement Motorola Solution’s high-
tier command center software offerings.

• Nokia and Ericsson have had a decrease in margins. Another key trend in this sector has been the 
consolidation in the radio and core network space. This has produced only three major players out 
of a once fragmented business, with close to a dozen companies competing. Another critical issue 
is the pricing pressures these companies face. With the advent of Chinese equipment provider 
Huawei, the low-cost producer of equipment has been able to undercut its European peers by 
driving costs and prices as low as possible. This has led to major challenges for the established 
players.2

2. SeekingAlpha.com, Oct 2016
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Market analysis (continued)
Communications

• Servicing large telecom providers has now become a tricky business. During major infrastructure 
upgrades, as mobile technology transitioned from 3G to 4G LTE, margins remained strong for 
equipment suppliers. Now, most of the global service providers have largely completed their 4G 
upgrades and have retreated into capex-savings mode. This trend presents major challenges for 
telecom equipment providers as the great majority of their revenues come from the telco client 
segment.2

2. SeekingAlpha.com, Oct 2016
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Q3 performance
Communications

Company Q3’16
Revenue

(US$ billions)
Gross 

margin (%)
Net income/(loss)

(US$ millions)
EPS 

(US$)
Market cap 

(US$ billions)

Cisco Systems Inc 12.3 63.8% 2,322 0.46 154.3

LM Ericsson* 6.0 28.3% (27) (0.01) 23.5

Motorola Solutions Inc 1.5 49.7% 192 1.13 12.7

Nokia Corp** 6.4 37.6% (129) (0.02) 32.1
* SEK to USD exchange rate used for Ericsson is 0.117237  USD/SEK.

**EUR to USD exchange rate used for Nokia is 1.0805 USD/EUR.

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

Company Q3’15
Revenue

(US$ billions)
Gross 

margin (%)
Net income/(loss)

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Cisco Systems Inc 12.7 61.8% 2,430 0.48 149.4

LM Ericsson* 7.0 33.9% 368 0.11 31.8

Motorola Solutions Inc 1.4 48.2% 115 0.57 12.1

Nokia Corp** 3.3 41.1% 167 0.04 24.6
* SEK to USD exchange rate used for Ericsson is 0.118885 USD/SEK.

**EUR to USD exchange rate used for Nokia is 1.106750 USD/EUR.

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

Consumer Electronics
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Market analysis
Consumer Electronics
• The CTA Index of Consumer Technology Expectations (ICTE), which measures consumer 

expectations about technology spending, decreased by 0.5 points in September to 85.8. There were 
many a new product launches before the close of the quarter as well as consumer anticipation of 
holiday shopping deals. Holiday season tech spending is projected to increase 3.1% over last year—
driven mostly by increases in online and mobile spending. A key change is that emerging tech such 
as virtual reality, wearables and smart home devices are now a favored choice for holiday gifting. 
The CTA Index of Consumer Expectations (ICE), which measures consumer sentiment about the US 
economy as a whole, decreased by 4.4 points in September to reach 171.9.  Uncertainty of the 
outcome of the US presidential election likely tempered consumer sentiment.1

• In line with the overall trends, revenues of the consumer electronics companies declined by 4.5% 
year over year, but improved by 7.7% sequentially.  Net income was also down by 20% year over 
year but showed a growth of 5.4% quarter over quarter. The sharp decline in net income was led by 
Sony and Canon which declined by 45% and 83% year over year, respectively.

• Three Chinese smartphone vendors—Huawei, Oppo and BBK Communication Equipment—together 
accounted for 21% of the smartphones sold to end users worldwide in the third quarter. They were 
the only smartphone vendors in the global top five to increase their sales and market share during 
the quarter. China led the growth in Q3 smartphone sales, growing by 12.4%. Global sales of 
smartphones to end users totaled 373 million units in Q3, a 5.4% increase over 2015. However, 
overall sales of mobile phones, fell by 1.3 percent, largely due to the declining popularity of feature 
phones.2

1. Consumer Technology Association, Sept 2016
2. Gartner, Oct 2016
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Market analysis (continued)
Consumer Electronics 
• Apple's iPhone sales continued their fall in Q3, with a 6.6% decline and accounting for just 11.5% of 

the global smartphone market, Apple’s lowest share since Q1 2009. Apple's sales fell by 8.5% in the 
US and by 31% in China, two of its biggest markets. In the smartphone operating system market, 
Google's Android presently has a market share of close to 88%.2

• Sony Corp’s revenues increased by 6% year over year to US$16.7 billion. The Mobile 
Communications segment sales fell, reflecting a significant decrease in smartphone unit sales, 
substantially offset by an increase in revenues in the Financial Services segment due to an 
improvement in investment performance in the separate account at Sony Life, as well as an increase 
in sales in the Pictures segment. Net income decreased by 83% year over year to US$48 million. 
During Q3, Sony reported US$232 million of income tax expense, resulting in an effective tax rate of 
58.0%. It was much higher than the effective tax rate of 33.1% in Q3 2015. This higher effective tax 
rate was due to valuation allowances for deferred tax assets.

• Philips’ comparable sales were driven by a 5% growth in the HealthTech segment, partially offset by 
a 3% decline in Lighting. There was double-digit growth in the Connected Care & Health 
Informatics businesses and low-single-digit growth in the Diagnosis & Treatment businesses. The 
improvement was due to cost productivity, positive currency impacts and improvements at the 
Cleveland site. Restructuring and acquisition-related charges amounted to US$63.7 million, 
compared to US$55 million in Q3 2015. Net financial expenses increased by US$110.2 million year 
over year, due mainly to a charge related to the notes redeemed in October 2016. Net income 
increased by US$45.0 million compared to Q3 2015, driven by improved income from operations. 

2. Gartner, Oct 2016
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Q3 performance 
Consumer Electronics
Company Q3’16

Revenue
(US$ billions)

Gross
margin (%)

Net income /(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Apple Inc 46.9 38.0% 9,014 1.67 628.8
Canon Inc 7.2 48.4% 224 0.21 29.3
Philips* 6.4 44.1% 400 0.43 26.3
Sony Corp 16.7 37.9% 48 0.04 37.1
Toshiba Corporation 13.6 25.3% 352 0.27 13.0

*EUR to USD exchange rate used for Philips is 1.0805 USD/EUR.

**JPY to USD exchange rate used for Toshiba is 0.0092 USD/JPY.

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

Company Q3’15

Revenue
(US$ billions)

Gross
margin (%)

Net income /(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Apple Inc 51.5 39.9% 11,124 1.96 672.9
Canon Inc 7.7 50.7% 410 0.38 31.6
Philips* 6.5 41.5% 355 0.38 21.6
Sony Corp 15.8 35.1% 280 0.22 30.9
Toshiba Corporation 13.5 17.2% 413 0.10 10.5

*EUR to USD exchange rate used for Philips is 1.1283 USD/EUR.

**JPY to USD exchange rate used for Toshiba is 0.0084 USD/JPY.

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

EMS/Distributors
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Market analysis 
EMS/Distributors

• EMS companies under study reported marginal year-over-year revenue growth of 1.7% in Q3 2016. 
On a sequential basis revenues were up by 7.5%. The growth was led by Foxconn which posted 
5.6% year-over-year revenue growth and 21.6% sequentially. As a result of net income declines in 
at Avnet and Flextronics, the EMS sector net income showed a sharp decline year over year of 14%, 
but sequentially, due to strong quarter-over-quarter growth at Foxconn, it grew by 46.8%.  

• With the rise in growth of Internet of Things (IoT) there is a new trend of module manufacturing, 
which includes IC packaging and compound semiconductor assembly. The recent success of 
system-in-package (SiP) and multichip module (MCM) solutions is leading top-tier EMS and 
ODM companies to look at partnering with IC packaging and optoelectronics firms. The logic 
behind this is clear: IC packaging firms have operating margins more than double those of EMS 
firms—averaging around 18% to 20%—whereas EMS firms have gross margins of only 2% to 10%. 
Foundry chip companies that are farther up the supply chain maintain gross margins of 40% to 
50%, and may offer attractive opportunities for EMS providers to improve earnings through 
outsourced semiconductor assembly and test.1

• However, EMS companies are being adversely impacted by the macroeconomic headwinds in the 
global economy. There is a third class of contract manufacturer—the hybrid provider—who have 
faired marginally better than the pure play EMS companies.1

1. Manufacturing Market Insider, Oct 2016
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Market analysis (continued) 
EMS/Distributors

• Avnet has announced that it acquired a majority interest in Hackster, Inc. as the first step of a two-
part transaction in which Avnet will acquire the remainder of the company in January 2017. 
Hackster.io is a global online community that helps users learn how to design, create and program 
Internet-connected hardware. Hackster.io engages with nearly 90 technology partners, and 
maintains 100 Hackster Live ambassadors who support a network consisting of close to 200,000 
engineers, makers and hobbyists. 

• Ingram Micro’s global revenue decreased 3% year over year to US$10.2 billion in Q3. Additionally, 
in Q3, sales were negatively impacted compared to 2015 by nearly US$120 million, or one percent, 
related to the company negotiating a favorable change in contract terms with several customers in 
Europe. With respect to its acquisition by the Chinese company, Tianjin Tianhai, the end date has 
been extended to the end of 2016. The company said the extension was made pursuant to the 
merger agreement among Ingram Micro, Tianjin Tianhai and GCL Acquisition LLC, and will allow 
for completion of the previously announced review of the transaction by the Committee on 
Foreign Investment in the US (CFIUS). Upon completion of the transaction, Ingram Micro will 
become a part of HNA Group Ltd., a Chinese conglomerate headquartered in Haikou, Hainan, 
China. Founded in 2000, it is involved in the aviation, real estate, financial services, tourism, 
logistics, and other industries.2

2. www.arnnet.com, Aug 2016



PwC Technology Sector Scorecard 22

Market analysis (continued) 
EMS/Distributors

• Flextronics, renamed as Flex Ltd, reported Q3 2016 revenue of US$6 billion, as three out of the 
four business groups met or exceeded expectations. Revenue declined year over year by 
approximately US$300 million, due to the impact of exiting Lenovo Motorola China operations, a 
process that concluded in its June 2016 quarter. Q3 2016 GAAP net loss was roughly US$3 
million, primarily as a result of recognizing a non-cash impairment charge of US$93 million. The 
SunEdison Chapter 11 bankruptcy in April resulted in Flex taking a bad debt reserve charge of 
US$61 million back in the March quarter, which amounted to its entire outstanding receivables 
balance. The company also retained various exposures for inventory and assets from its  
SunEdison relationship. Beginning in the March quarter Flex had executed successfully and 
mitigated roughly 50% of the total exposure with no negative financial impact. However, during 
the course of Q2, the solar panel market experienced unprecedented declines in pricing, 
significantly impacting SunEdison’s remaining inventory balance. As a result, the company had to 
write down the remaining SunEdison solar panel inventory and assets to current market values 
and expects to sell the remainder of this inventory this fiscal year.
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Q3 performance
EMS/Distributors
Company Q3’16

Revenue
(US$ billions)

Gross 
margin (%)

Net income/(loss)
(US$ millions)

EPS 
(US$)

Market cap 
(US$ billions)

Arrow Electronics Inc 5.9 13.0% 118 1.28 8.0 

Avnet Inc 4.2 12.6% 69 0.53 5.2 

Flextronics 
International Ltd 6.0 5.2% (3) - 7.4 

Ingram Micro 10.2 7.0% 79 0.52 5.3 

Foxconn 34.2 7.4% 1,121 0.06 43.5 
* TWD to USD exchange rate used for Foxconn is 0.0318 USD/TWD

Company Q3’15
Revenue

(US$ billions)
Gross

margin (%)
Net income/(loss)

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Arrow Electronics Inc 5.7 13.0% 109 1.15 6.7

Avnet Inc 4.6 12.2% 130 0.96 5.6

Flextronics 
International Ltd 6.3 6.3% 123 0.22 5.8

Ingram Micro 10.5 6.3% 65 0.42 4.1

Foxconn* 32.4 7.2% 1,181 0.07 41.6
* TWD to USD exchange rate used for Foxconn is 0.0324 USD/TWD.

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 sector posted strong results in the third quarter, with an increase in average revenue of 24% 
year on year, but a more modest quarter-over-quarter increase of 5.9%. Average net income was also strong, 
with all seven companies in the group reporting positive net income. The rise in net income was led by 
Amazon with a year-over-year increase of 219%, followed by Yahoo! which reported growth of 114%. Google 
and Netflix also reported positive year-on-year net income growth of 27% and 75%, respectively.   

• The worldwide eCommerce market has been growing exponentially. Online retail sales will hit US$1.6 
trillion in 2016 and about US$3.5 trillion in 2019. The amount spent on implementing, creating and 
maintaining eCommerce technology is around US$2.6 billion presently and is expected to double by 2020.1

• Amidst the positive outlook, the sector witnessed a massive cyber attack on October 21, 2016. The attack 
took control of thousands of internet-connected devices (such as webcams and digital recorders) that had 
previously been infected with a malicious code, and directed them to clog up web traffic across the globe. It 
led to temporary outages of some 1,200 websites, including Twitter, Netflix and PayPal. The attacked 
companies were all customers of Dyn, an infrastructure company based in New Hampshire.2

• The outages began in the Eastern United States and spread to other parts of the country and subsequently 
to Europe. With millions of Internet addresses used by hackers, this was one of the largest attacks of its 
kind. The security of IoT devices has become critical.2 By 2020, 21 billion of Internet of Things (IoT) devices 
are expected to be used worldwide. Of these, close to 6% will be in use for industrial IoT applications.3

1. http://www.promotionworld.com/news/press/16103
1-online-retail-sales-will-hit-16-trillion-2016-eplanet-
communications-suggests-bpo-reach-speed-market

2. Reuters, Oct 2016
3. Gartner.com, Oct 2016

http://www.promotionworld.com/news/press/161031-online-retail-sales-will-hit-16-trillion-2016-eplanet-communications-suggests-bpo-reach-speed-market
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Market analysis (continued)
Internet

• In Q3 2016, online advertiser spending growth for Google search ads slowed compared to the prior year’s 
spend. Google’s expansion of local search ads on Google Maps, along with its addition of a fourth, top-of-
page ad unit on mobile search results, have helped Google avoid a larger slowdown in search spending 
growth. Google also continued to benefit from the strong performance of Google Shopping and the 
Product Listing Ad (PLA) format. Google PLA clicks grew nearly six times faster than text ad clicks in the 
third quarter.4

• Facebook saw advertiser spending increase 63% year over year. Total display advertising spend growth 
continued to outpace other channels, seeing a 46% jump compared to a year earlier. Facebook growth was 
resilient even with the closure of Facebook Exchange (FBX), as advertisers moved the bulk of their FBX 
investment to other Facebook ad targeting methods. Google search ad spending grew 20% year over year 
in Q3 2016, down from 22% growth a quarter earlier. Click volume grew 28%, while cost-per-click fell 6%. 
Bing Ads and Yahoo Gemini combined search ad spending fell 14% year over year in Q3 2016, compared 
to a 17% decline in Q2. Bing Product Ad spending declined 12%, while Gemini’s share of click volume 
across both platforms remained flat at 17%.4

4.  www.businesswire.com, Oct 2016
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Market analysis (continued)
Internet

• Amazon’s net sales increased 29% to US$32.7 billion in the third quarter, compared with US$25.4 billion in 
the third quarter 2015. The favorable impact from year-over-year changes in foreign exchange rates was 
US$52 million. Operating income was US$575 million in the third quarter, compared with US$406 million 
in the third quarter 2015. Net income was US$252 million, or US$0.52 per diluted share, compared with 
US$79 million, or US$0.17 per diluted share, in third quarter 2015. This increase in revenue and net income 
was led by Amazon entering a number of categories with its own private label goods in the past few years. 
These include diverse categories like batteries, baby wipes, speakers, clothing, perishable foods and more. 
For Amazon, these private label goods may be the key to higher margins, profitability and long-term 
growth.5

• Netflix’s global streaming revenue totaled US$2.2 billion, of which 40% was generated abroad. Operating 
income was US$106 million and net income was US$52 million. In Q3 2016 the company added 0.4 million 
members in the US and 3.2 million members internationally. Domestically, revenue rose 32% year over 
year. US contribution to profit increased 38% year over year. One major concern that still remains with 
Netflix is the massive amounts of money it has raised for developing original content. Current liabilities 
related to content development stand at US$3.5 billion and total disclosed content liabilities are US$14.4 
billion.5

5. Seekingalpha.com, Oct 2016



PwC Technology Sector Scorecard 28

Market analysis (continued)
Internet

• eBay Inc delivered gross merchandise volume (GMV) for the third quarter ended September 30, 2016 of 
US$20.1 billion, increasing 3% on an as-reported basis. Revenue for the quarter was US$2.2 billion, up 6% 
on an as-reported basis. Net income, after adjusting for discontinued operations, was US$413 million, down 
23% over Q3 2015. The decline in net income was due to US$142 million rise in operating expenses in this 
quarter. The company also incurred US$9 million in net interest expenses, compared to US$87 million net 
interest income in Q3 2015.

• During the quarter, eBay also repurchased US$500 million of its common stock. In the third quarter, the 
company added over one million active buyers to a total of 165 million global active buyers across its 
platforms. The Classifieds platforms also delivered strong performance with revenue of US$197 million, up 
11% on an as-reported basis, primarily driven by the Automotive and Real Estate verticals across several key 
geographies.5

5. Seekingalpha.com Oct 2016



PwC Technology Sector Scorecard 29

Q3 performance 
Internet

Company Q3’16
Revenue

(US$ billions)
Gross 

margin (%)
Net income

(US$ millions)
EPS 

(US$)
Market cap 

(US$ billions)

Amazon 32.7 35.0% 252 0.52 397.7

eBay 2.2 77.5% 418 0.36 36.8

Google 22.5 61.3% 5,061 7.25 554.1

LinkedIn 1.0 87.5% 8,559 0.06 23.1

Netflix 2.3 33.1% 52 0.12 42.3

Yahoo! 1.3 46.1% 163 0.17 41.0

Yelp 0.2 92.1% 2 0.02 2.8

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 (continued) 
Internet

Company Q3’15
Revenue

(US$ billions)
Gross 

margin (%)
Net income

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Amazon 25.4 33.9% 79 0.17 240.1

eBay 2.1 79.4% 539 0.45 29.4

Google 18.7 62.3% 3,979 5.73 418.4

LinkedIn .7 85.7% (40) (0.31) 22.0

Netflix 1.7 32.5% 29 0.07 44.1

Yahoo! 1.2 57.1% 76 0.08 27.2

Yelp .1 90.1% (8) (0.11) 1.6

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 group of companies reported strong numbers this quarter with aggregate 
revenue growth of 14.7% and sequential growth of 14.2%. Net income grew by 25.2% year over year 
and 52.5% sequentially. Strong third-quarter performance for Applied Materials, TSMC and 
Qualcomm led to the positive numbers. Intel also reported sharp sequential growth of 16.6%, and 
strong year over year revenue growth of 9.1%. Intel’s growth was driven by Client Computing Group 
revenue of US$8.9 billion, up 21% sequentially; Data Center Group revenue of US$4.5 billion, up 13% 
sequentially and Internet of Things Group revenue of US$689 million, up 20% sequentially.

• Worldwide sales of semiconductors reached US$88.3 billion in Q3 2016, marking the highest-ever 
quarterly sales and an increase of 11.5% compared to the previous quarter. The three-month moving 
average sales for the month of September 2016 were US$29.4 billion, an increase of 3.6% over the 
September 2015 total of US$28.4 billion and 4.2% more than the previous month’s total of US$28.2 
billion. The global semiconductor market has shown a resurgence, with most regional markets and 
semiconductor product categories contributing to the gains. Indications are positive for increased 
sales in the coming months, but it remains to be seen whether the global market will surpass annual 
sales from last year.1

• Regionally, month-to-month sales increased in September across all markets: China (5.4%), the 
Americas (4.6%), Asia Pacific/All other (4.2%), Japan (2.3%), and Europe (1.6%). Compared to the 
same month last year, sales in September increased in China (12.0%), Japan (4.2%), and Asia 
Pacific/All other (1.7%), but decreased in the Americas (-2.4%) and Europe (-4.0%).  China was the 
leading region with growth of 5% month over month and 12% year over year. In terms of product 
categories, NAND flash and microprocessors posted solid month-to-month growth in September.1

1. Semiconductors.org, Oct 2016
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Market analysis (continued)
Semiconductors

• While sales were strong in Q3, worldwide semiconductor capital spending is projected to decline 0.3% 
in 2016, to US$64.6 billion. This is down slightly from the estimated 0.7% decline forecast in the 
previous quarter. The market is expected to return to growth in 2017, increasing 7.4%. In the final 
quarter of 2016, it is expected that growth will return to the semiconductor manufacturing industry 
due to a slightly improved capital investment outlook. China’s announcement of multiple fab projects 
will aid overall growth, while strong performance of the US dollar in 2016 will be a key factor in 
determining revenue growth of semiconductor manufacturers in 2017.2

• Worldwide semiconductor revenue is forecast to total US$332 billion in 2016, a decrease of 0.9% from 
2015. This represents two consecutive years of revenue decline, which has happened only once in 
history. But the outlook for the semiconductor market is improving. The worst, analysts believe, is 
over, with a stronger outlook for the remainder of 2016 driven by inventory replenishment and 
increasing average selling prices (ASPs) in select markets. The commodity memory market 
contributed the most to the improved outlook and is based on stronger supply-and-demand 
dynamics.2

• After an inventory correction started the year off slowly, the ramp up to the iPhone 7 launch and the 
build for the upcoming holiday season has led to recovery in the market in the second half of 2016. 
However, in many cases the inventory correction was too steep. The outlook for emerging 
opportunities for semiconductors in the Internet of Things (IoT) and wearable electronics remains 
choppy with these markets still in the early stages of development and too small to have a significant 
impact on overall semiconductor revenue growth in 2016 and 2017.2

2. Gartner.com, Oct 2016
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Market analysis (continued) 
Semiconductors

• TSMC reported revenue growth of 23% year over year to US$8.2 billion and 20% growth sequentially. 
In the third quarter, the revenue increase was due to stronger-than-expected smartphone demand, 
partially offset by an unfavorable foreign exchange rate. By application, Communication, Computer, 
Consumer, and Industrial/Standard increased 19%, 3%, 8% and 16%, respectively. In terms of 
technology, the combined 16/20nm contribution was 31% of total wafer revenue in Q3 2016. Advanced 
technologies (28nm and below) accounted for 55% of total wafer revenue. North America accounted 
for 68% of total net revenue, while revenue from Asia Pacific, China, EMEA (Europe, Middle East, and 
Africa) and Japan accounted for 15%, 6%, 6%, and 5% of total net revenue, respectively. Net income 
grew by 28.9% year over year and 36.1% sequentially to US$3.0 billion. This was due to margin 
improvement of close to 2.5%.

• Applied Materials reported strong financial results. New orders were US$3.03 billion, up 25% year 
over year. A backlog of US$4.58 billion was up 46% year over year, and net sales of US$3.30 billion 
were up 39% year over year. The company recorded gross margin of 42.4% and generated US$797 
million in cash from operations and returned US$279 million to shareholders through stock 
repurchases and cash dividends. 

• Texas Instruments (TI) posted Q3 2016 revenue of US$3.68 billion a 7.2% increase year over year and 
12.3% sequentially. Net income of US$968 million was up 21.3% year over year and 24.3% 
sequentially. TI also increased its quarterly dividend by 32% to 50 cents per share. The increase 
reflects TI's continued strength in free cash flow generation. The demand for products continued to be 
strong in the automotive market and improved in the industrial market. Embedded Processing 
revenue grew 10% and Analog revenue grew 6% from the same quarter a year ago. Gross margin of 
62.0% was supported by the benefit of 300-millimeter Analog production. 
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Q3 performance 
Semiconductors

Company Q3’16

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Intel 15.8 63.3% 3,378 0.69 178.9

Applied Materials 3.3 42.4% 610 0.56 31.4

Texas Instruments 3.7 62.0% 968 0.94 70.1

TSMC 8.2 50.7% 3,045 0.59 153.7

Qualcomm Inc 6.2 58.9% 1,599 1.07 95.6

Company Q3’15

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Intel 14.5 63.0% 3,109 0.64 136.3

Applied Materials 2.4 40.5% 336 0.28 19.7

Texas Instruments 3.4 58.2% 798 0.76 86.2

TSMC 6.7 48.2% 2,362 0.46 107.6

Qualcomm Inc 5.5 58.7% 1,061 0.67 88.8

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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Market analysis 
Software
• In aggregate, revenue in the software sector was up 2.5% year over year, but dipped by 4.6% 

sequentially, and net income declined 0.2% year over year but increased by 5.7% quarter over quarter. 
Results were varied, with Symantec reporting a sharp decline in income due to restructuring and 
integration charges, while Adobe and  VMware saw strong net income growth of 55.2% and 24.6% year 
over year, respectively.

• Widespread adoption of artificial intelligence (AI) across a broad range of industries is expected to drive 
worldwide revenues from nearly US$8.0 billion in 2016 to more than US$47 billion in 2020, a 
compound annual growth rate (CAGR) of 55.1%. Nearly half this revenue is attributed to software, 
which facilitates the development of intelligent, advisory and cognitively enabled solutions.1

• Software developers and end user organizations have already begun the process of embedding and 
deploying AI into almost every kind of enterprise application or process. There is also a booming 
venture capital market for AI startups.1

• The ability to recognize and respond to data flows using algorithms and rule-based logic enables AI to 
automate a broad range of functions across many industries. The use cases that are attracting the most 
investment in 2016 are automated customer service agents, quality management investigation and 
recommendation systems, diagnosis and treatment systems, and fraud analysis and investigation. The 
industries that will invest the most in AI in 2016 are banking and retail, followed by healthcare and 
discrete manufacturing. Combined, these four industries will generate more than half of all worldwide 
AI revenue in 2016.  

1. Gartner.com, Nov 2016
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Market analysis (continued) 
Software

• Big data investments also continue to rise, but are now showing some signs of contraction. In a 
global survey of 199 IT and business leaders, 48% of the companies have invested in big data in 
2016, up 3% from 2015. However, those who plan to invest in big data within the next two years fell 
from 31% to 25% in 2016. The concern is not so much big data itself, but rather how it is used. Big 
data is a collection of different data management technologies and practices that support multiple 
analytics use cases. Organizations are moving from vague notions of data and analytics to specific 
business problems that data can address.2

• For Symantec, this year has been focused on cost savings and realizing synergy from its Blue Coat 
acquisition. To date it has realized more than US$100 million of the planned US$550 million 
savings and synergies. Symantec is in talks to acquire LifeLock identity protection service for 
US$2.3 billion which it believes will generate increased cross-selling opportunities and improve 
customer retention.3

2. Datamation, Oct 2016
3. Seekingalpha.com, Nov 2016
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Market analysis (continued) 
Software
• Adobe reported year-over-year growth in revenue of 20% to US$1.5 billion. Their Digital Media 

segment revenue was US$990 million, led by Creative revenue growing 39% year over year to 
US$803 million. Strong Creative Cloud and Document Cloud adoption helped the company in 
growing Digital Media annualized recurring revenue to US$3.70 billion in the quarter, a quarter-
over-quarter increase of US$285 million.  Adobe Marketing Cloud reported revenue of US$404 
million.  Year-over-year operating income grew 50% and net income grew 55%. The company 
repurchased approximately 3.5 million shares during the quarter, returning US$344 million of cash. 
Adobe Systems Inc has plans to acquire TubeMogul Inc in a deal valued at about US$540 million 
net of debt and cash. TubeMogul is a video advertising platform that allows brands and agencies to 
plan and buy ads across desktops, mobile devices, streaming devices and TV. Adobe will pay US$14 
per TubeMogul share and expects to close the deal in Q1 2017.3

• Oracle Corporation reported total revenue of US$8.6 billion in Q3 2016, a 2% increase year over 
year. Combined revenues from cloud and on-premise software were US$6.8 billion, up 5% year over 
year. Cloud software-as-a-service (SaaS) and platform-as-a-service (PaaS) revenues were US$798 
million, up 77% year over year. Overall top-line growth of these two strategic businesses was driven 
by non-GAAP SaaS and PaaS revenue growing 82% in constant currency. Oracle has stated it 
expects to sell more SaaS and PaaS offerings than any cloud services provider for the second year in 
a row.4

3.  Seekingalpha.com, Nov 2016
4.  Oracle, Sept 2016
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Q3 performance 
Software

Company Q3’16
Revenue

(US$ billions)
Gross 

margin (%)
Net income/(loss)

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Adobe 1.5 86.2% 271 0.54 51.5

Intuit 0.8 76.9% (30) (0.12) 27.9

Microsoft 20.5 61.7% 4,690 0.60 448.1

Oracle 8.6 79.3% 1,832 0.43 169.4

SAP* 5.8 69.4% 789 0.66 104.9

Symantec 1.0 78.6% (69) (0.11) 15.6

VMware 1.8 85.0% 319 0.75 8.4
*Euro to USD exchange rate used for SAP is 1.0805 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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Q3 performance (continued)
Software

Company Q3’15
Revenue

(US$ billions)
Gross 

margin (%)
Net income/(loss)

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Adobe 1.2 84.3% 174 0.34 39.6

Intuit 0.7 76.7% (31) (0.11) 27.1

Microsoft 20.4 64.6% 4,620 0.57 353.5

Oracle 8.4 78.1% 1,747 0.40 158.0

SAP* 5.5 69.0% 999 0.83 86.5

Symantec 0.9 82.4% 53 0.23 13.4

VMware 1.7 84.6% 256 0.60 9.6
*Euro to USD exchange rate used for SAP is 1.3255 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 Software Services subsector posted 7.5% growth in revenue performance in Q3 2016 compared to 
the year earlier, but sequential revenue was flat with a 1.1% increase. Profits also increased by 5% year 
over year and significantly quarter over quarter by 20.6%. Computer Sciences Corp reported the 
sharpest decline in net income, falling 91% year over year. This was due to discontinued operations 
for which income was included last year. Other than CSC, all companies reported revenue and net 
income growth year over year. On a sequential basis, HCL and CSC reported declines in net income. 

• In the third quarter of 2016 the global sourcing market reached US$9.5 billion, the highest ever in a 
third quarter, and an increase of 11% over the US$8.5 billion in Q3 2015. The growth was driven by 
traditional sourcing and record-high value in the as-a-service segment. Traditional sourcing annual 
contract value (ACV) was up 5%, to US$5.8 billion, while the as-a-service segment jumped 20% to 
US$3.7 billion, gaining strength by the movement of traditional services to the cloud.  

• Growth in the traditional sourcing space during the third quarter was paced by a 27% jump in 
information technology outsourcing (ITO), which generated US$4.5 billion in ACV. Business process 
outsourcing (BPO), meanwhile, declined 34%, to US$1.3 billion in ACV. In the as-a-service space, 
infrastructure-as-a-service (IaaS) increased 37%, to US$2.7 billion in ACV, more than offsetting an 
8% drop in software-as-service (SaaS), which had revenues of US$1 billion in Q3. For the first nine 
months of 2016, the combined market, with ACV of US$28.2 billion, was up 16% year over year. 
Traditional sourcing, with ACV of US$$17.7 billion, was up 5%.1

Market analysis
Software Services

1. The Global ISG (Information Services Group) Outsourcing 
Index, Oct 2016
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• The as a service (aaS) market in Asia-Pacific surpassed traditional outsourcing and contracting levels 
for the first time. Rising 30%, aaS sourcing generated US$700 million. The biggest growth was in 
infrastructure as a service (IaaS), which saw 51% growth, while software as a service (SaaS) saw 25% 
growth. In contrast, traditional sourcing dropped by 6%, despite a rise in business process 
outsourcing. This was caused by a 30% drop in ACV compared to the same time last year. 

• IT industry outsourcing also experienced its lowest levels since 2008. The combined traditional and 
as-a-service sourcing markets rose 15% overall, representing a US$3.3 billion industry. South Asia 
and India were deeply affected by a 30% drop in ACV rates and a 40% drop in the number of contract 
signings; Japan experienced a 34% drop and a 28% drop in contract volume. Australia and New 
Zealand experienced a combined ACV increase of 65%, driven by large contract signings.1

Market analysis (continued)
Software Services

1.  The Global ISG (Information Services Group) Outsourcing Index, Oct 2016
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• CSC posted Q3 2016 revenue of US$1.9 billion. Year-over-year growth was 7%, but sequentially  
revenue declines 3%. Net loss from continuing operations before taxes was US$1.0 million for the 
quarter, compared with US$47.0 million in the prior year. This was due to US$25.0 million in 
restructuring costs and US$78.0 million transaction and other integration-related costs. After 
accounting for tax benefits, net income during the quarter amounted to US$15.0 million, declining 
91% year over year but improving over the net loss of US$21.0 million in Q2 2016. CSC has integrated 
its recent acquisitions (UXC and Xchanging), and are expanding into Business Process Services. The 
company also announced a global alliance with PwC to deliver end-to-end digital transformation 
solutions to its clients. They are expected to close the proposed merger with the Enterprise Services 
business of Hewlett Packard Enterprise on or about 1st April 2017. 

• Infosys reported a 28% quarter-over-quarter rise in net profit, to US$652 million, for the 
quarter ended September 30. Revenue for the quarter stood at US$2,587 million, up 3.9% quarter 
over quarter against US$2,501 million in the June quarter. However, the company is 
concerned about Brexit and the resultant impact on demand in the short 
term. Structural growth drivers for Indian IT outsourcing continue to be in place, but in the 
short term, there is increased uncertainty on demand outlook.

Market analysis (continued)
Software Services
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Q3 performance
Software Services

Company Q3’16
Revenue

(US$ billions)
Gross 

margin (%)
Net income

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Cognizant 3.5 39.8% 444 0.73 29.0

CSC 1.9 27.2% 15 0.10 7.4

Infosys 2.6 36.7% 652 0.24 36.1

HCL 1.7 33.6% 301 0.19 16.9

TCS 4.4 43.5% 984 0.50 71.9

Company Q3’15
Revenue

(US$ billions)
Gross 

margin (%)
Net income

(US$ millions)
EPS

(US$)
Market cap 

(US$ billions)

Cognizant 3.2 39.3% 397 0.65 38.1

CSC 1.7 29.1% 171 0.66 8.6

Infosys 2.4 37.8% 519 0.23 43.6

HCL 1.5 33.2% 264 0.19 21.3

TCS 4.2 44.2% 932 0.47 78.4

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

• Companies under study posted positive performance in the third quarter of 2016 with revenue 
increasing 2.4% year over year and 1.5% quarter over quarter. Year over year, net income dropped 
by 59.4% and fell 32.3% sequentially. Lenovo and Xerox saw a turnaround from net losses in Q3 
2015, but Dell Technologies, HP Inc and Hewlett Packard Enterprise all posted sharp declines in 
net income. HP Inc incurred benefit plan settlement charges, interest expenses, and taxes 
amounting to US$1.0 billion. Hewlett Packard Enterprise incurred tax settlements of US$647 
million in relation to its separation from HP Inc. Dell Technologies (formed as a result of the 
merger of Dell Inc and EMC Corp) posted net losses on both a year-over-year and quarter-over-
quarter basis. In terms of sequential net income performance, IBM and Xerox were the only 
companies that posted gains.

• In industry news, worldwide PC shipments declined 5.7% year over year to 68.9 million units in 
the third quarter of 2016. This was the eighth consecutive quarter of PC shipment decline, the 
longest duration of decline in the history of the PC industry. The decline is attributed to 
consumers in emerging markets primarily using smartphones or phablets for their computing 
needs rather than PCs which are more widely used by consumers in mature markets.1

• The worldwide tablet market also continued its slump as vendors shipped 43 million units in Q3 
2016, a year-over-year decline of 14.7%. In contrast, Q3 2016 shipments were up 9.8% 
sequentially as large vendors prepared early for the holiday quarter.2

1. Gartner, Oct 2016
2. IDC, Oct 2016
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Market analysis (continued)
Systems and PC Hardware

• In company news, Dell Inc completed the acquisition of EMC Corp on September 7, 2016. The 
merger created Dell Technologies Inc, a US$74.0 billion market leader with a portfolio 
encompassing Dell, Dell EMC, Pivotal, RSA, SecureWorks, Virtustream and Vmware. Following 
the merger, EMC Corp’s common shares were delisted from the NYSE and Dell Technologies was 
listed with the ticker DVMT. Dell Technologies posted Q3 2016 revenue of US$16.2 billion, 
growing 28% year over year and 25% quarter over quarter. The high revenue growth reflects the 
impact of the EMC merger and includes 52 days of financial results from EMC and VMware. The 
company posted a net loss of US$2.1 billion as a result of high operating and interest expenses.

• Hewlett Packard Enterprise’s third quarter revenue was US$12.5 billion, down 7% year over year. 
When adjusted for divestitures and currency, revenue was down 2% year over year. Financial 
Services, the top performing segment, posted revenue of US$814 million, up 2% year over year. 
The Enterprise Group, the weakest performing segment, posted revenue of US$6.7 billion, down 
3% year over year after adjustments including divestitures and currency impact. Net income was 
US$302.0 million, down 78% from US$1,385.0 million in Q3 2015. Net income excludes after-tax 
costs of US$733 million related to tax settlements, restructuring charges, tax indemnification 
adjustments, separation costs, gains on the divestitures of H3C and MphasiS, amortization of 
intangible assets, acquisition and other related charges, and an adjustment to loss from equity 
interests.
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Q3 performance 
Systems and PC Hardware

Company Q3’16

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)  
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Dell Technologies Inc 16.2 24.0% (2,064) (3.63) 10.9

HP Inc 12.5 18.3% 492 0.30 24.8

Hewlett Packard 
Enterprise Co 12.5 30.4% 302 0.18 37.4

IBM 19.2 46.9% 2,853 2.98 151.0

Lenovo 11.2 14.3% 157 1.42 7.4

Xerox 4.2 31.0% 181 0.17 10.7

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 (continued)
Systems and PC Hardware

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

Company Q3’15

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)  
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Dell Technologies Inc 12.7 16.8% (180) (0.65) -

HP Inc 12.3 19.3% 1,323 0.83 49.6

Hewlett Packard 
Enterprise Co 13.4 29.6% 1,385 0.75 -

IBM 19.3 48.9% 2,950 3.02 140.6

Lenovo 12.2 13.0% (714) (6.43) 9.4

Xerox 4.3 22.8% (34) (0.04) 10.5

http://www.pwc.com/techscorecard


PwC Technology Sector Scorecard 52

Methodology

We analyzed a selection of the largest technology companies included in the S&P 500 index as well as a 
selection of large international technology companies that regularly report financial results.

In order to present the information by calendar year or calendar quarter, the financial information for 
companies with non-calendar years or quarters was included in the nearest calendar year or quarter.

We analyzed technology companies that operate predominantly within the following sectors:

• Communications

• Consumer Electronics

• EMS/Distributors

• Internet

• Semiconductors

• Software

• Software Services

• Systems and PC Hardware
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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 Mark Jansen – 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 7388
Email:  mark.jansen@sg.pwc.com

Christopher Dulny– Canada Masahiro Ozaki– Japan Philip Shepherd ― UAE
Phone: +416 869 2355
Email: christopher.dulny@ca.pwc.com

Phone:  +81 3 5326 9090
Email:  masahiro.ozaki@jp.pwc.com

Phone:  +97 1 43043501
Email:  philip.shepherd@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 Pierre-Alain Sur – US
Phone:  +33 1 5657 5815
Email:  pierre.marty@fr.pwc.com

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

Phone:  +1 646 471  6973
Email:  pierre-alain.sur@us.pwc.com



We exercised reasonable professional care and diligence in the collection, processing 
and reporting of this information. However, the data used is from third-party sources 
and PricewaterhouseCoopers has not independently verified, validated or audited the 
data. PricewaterhouseCoopers makes no representations or warranties with respect 
to the accuracy of the information, nor whether it is suitable for the purposes to 
which it is put by users.

PricewaterhouseCoopers shall not be liable to any user of this report or to any other 
person or entity for any inaccuracy of this information or any errors or omissions in 
its content, regardless of the cause of such inaccuracy, error or omission. 

Furthermore, in no event shall PricewaterhouseCoopers be liable for consequential, 
incidental or punitive damages to any person or entity for any matter relating to this 
information.

© 2016 PwC. All rights reserved. PwC refers to the PwC network and/or one or more 
of its member firms, each of which is a separate legal entity. Please 
see www.pwc.com/structure for further details.

pwc.com/techscorecard

http://www.pwc.com/structure
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