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Q2 2015 Executive summary 
 

• The technology sector posted positive year-over-year growth of 3% in the second quarter of 2015, 
but declined 0.9% quarter over quarter. 

      Year-over year performance by subsector: 

 

 

 

 

 

 

 

 

 

 

• Geographically, North America continued to show the strongest revenue growth, followed by 
Western Europe and Asia-Pacific. 

Technology companies post modest year-over-year second quarter growth 
driven by services revenue 

Internet + 22.0% 

Software Services +  6.4% 

Semiconductors -   0.2% 

PC & Systems 
Hardware 

-   0.2% 

Consumer Electronics -   1.6% 

Software -   2.4% 

EMS -   2.5% 

Communications -   5.3% 
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• Services remained the growth driver as most companies experienced sharp declines in product 
revenue.  

• Significant transformational activities continued for tech companies in the second quarter with 
company announcements of strategic acquisitions, write-offs and impairments related to 
suboptimal assets, and restructuring of operations. Microsoft booked a one-time impairment charge 
of US$7.5bn from its second quarter earnings in relation to its Nokia Devices and Services business. 
Intel announced the acquisition of Altera and Qualcomm announced a strategic realignment plan 
during the quarter. 

• On the economic front, the quarter was marked by contrasts. The US continued to record slow 
economic improvement and Europe benefited from indications the Greece-EU talks would result in 
a workable deal, but Chinese stocks, which were thought to be overvalued, headed for a price 
correction on June 12. These events were strongly reflected in the VIX Index, which shed 15% from 
15.11 in mid-April to reach 12.85 by mid-June, but then rapidly climbed to end June at 18.23 as 
there were growing signs that China’s economy was slowing at a sharper pace than expected. 

Q2 2015 Executive summary (continued) 
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• High market volatility towards the end of the quarter created uncertainty and the second quarter 
PMI (Purchasing Managers Index) remained flat at 52.6%, indicating slow growth in the 
manufacturing sector. The US closely followed market sentiments, with the Dow Jones Industrial 
Average reaching a high of 18,312.39 in mid-May and erasing all the gains of the quarter to end at 
17,619.51 on 30 June.  

• Against this backdrop, the technology sector recorded 36 new initial public offerings (IPOs) globally 
in Q2 2015, a rise of 57% over the previous quarter. However, total proceeds remained flat at 
US$6.2bn.1 

• Macroeconomic factors for the tech industry in the second quarter were weak, with the biggest 
consumer—the US economy—expanding by 2.3% against a forecast of 2.6%. The Fed described the 
economy as expanding "moderately" while upgrading its view on the labor market and said housing 
had shown “additional” improvement.2  The Eurozone economy also grew slower than expected at 
0.3% during the quarter, narrowly missing a forecast of 0.4%.3 In Asia, China grew at 7.0%, 
narrowly beating a forecast of 6.9%.2 In contrast, Japan shrank by 1.6%, performing slightly better 
than a forecast of a 1.8% contraction.4 India’s GDP grew at 7.0%, slower than the 7.5% growth 
achieved in the previous quarter.5 

Q2 2015 Executive summary (continued) 
 

1. Q2 Global Tech IPO Review, PwC 
2. CNBC, Jul 2015 
3. CNBC, Aug 2015 
4. Yahoo News, Aug 2015 
5. Moneycontrol, Sep 2015 



PwC Technology Sector Scorecard 6 

• The global software market is experiencing an influx of new vendors in the Internet of Things (IoT) 
space. IoT is turning many manufacturers of “things” into first-time software vendors using 
licensing and entitlement management solutions to protect, differentiate and monetize their 
offerings. Product value is shifting from the device hardware to the software running on the device, 
making the software the key differentiator for manufacturers. Applying the right licensing strategy 
is critical to monetizing this value. With over 25 billion “things” in the marketplace, even software 
revenue of $US5 from each of the installed units would translate to additional revenue of 
US$125bn.6 

• Starting in the second half of 2015, the overall consumption of active-matrix organic light-emitting 
diode (AMOLED) materials is expected to grow as LG Display increases the production of white 
organic light-emitting diode (WOLED) TV panels. During the first half 2015, the WOLED organic 
materials market reached US$58mn. However, in the second half of the year, the market will 
increase nearly threefold, reaching US$165mn. The WOLED organic materials market is expected to 
grow at a CAGR of 79% from 2014 to 2019.7 

• Worldwide semiconductor capital spending is projected to grow 2.5% in 2015 to reach US$66.1bn, 
down from prior forecast growth of 4.1%. With over half of all equipment being produced by either 
Japanese or European suppliers, the weakness in the Japanese Yen and Euro is the primary factor 
for the reduced 2015 outlook. In the long term, growth is expected to be modest, with a pause in 
equipment market growth in 2016 as DRAM fabs go through a typical cyclical downturn.6 

Q2 2015 Executive summary (continued) 
 

6.  Gartner Press Release, Jul 2015 
7.  I-Connect007, Aug 2015 
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Source: ISM  
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Recession Threshold (42.7) 

The Purchasing Manager’s Index (PMI®) was sequentially flat at 52.6% in Q2 2015, but remained 
above 50% which signals growth in manufacturing.  

US Purchasing Manager’s Index (PMI) trends 
Q2 2006 – Q2 2015 
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Snapshot by subsector 

Communications  
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Market analysis 
Communications 

• Revenue in the second quarter of 2015 improved sequentially for all companies except Nokia 
under the scope of study in the Communications sector.  

• Year over year, Cisco posted a 3% increase in revenue, Motorola remained flat and Ericsson and 
Nokia declined. However, the largest sequential increase in net income was reported by Nokia 
with an increase of 92.7%, followed by Motorola with 91.9%.  

• On a year-over-year basis, Nokia rebounded from a loss of $US35.5mn to post net income of 
US$384mn. Motorola Solutions also witnessed strong year-over-year growth in net income of 
82.1%.  

• In the world of communications, the fastest growing technology is LTE (Long Term Evolution – 
4G wireless broadband technology). Companies like Nokia are aggressively pursuing the launch 
and expansion of LTE. Global LTE subscriptions reached 755 million worldwide in Q2 2015. For 
the first time, LTE constituted 10.44% of the worldwide subscription total for all mobile 
technologies. Asia-Pacific’s (APAC) share of global LTE subscriptions at the end of the quarter 
stood at 51.2%, reaching 387 million subscriptions. North America remains the second largest 
LTE market with 198 million subscriptions, though its share was reduced to 26.2% compared 
with 42.4% a year earlier. Strong growth was seen in the Latin America and Caribbean region 
which now has over 22.5 million 4G/LTE subscriptions, more than 17.2 million higher than a year 
ago, the equivalent of a 324% annual growth. Strong LTE performance was also achieved in the 
Middle East which now has 23.7 million LTE subscriptions equating to growth of 194%. By the 
end of June 2015 China had passed 225 million LTE subscriptions, 63.5 million additions in Q2 
2015 alone.1 

1. Telecompaper, Sep 2015 
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Market analysis (continued) 
Communications 

• Nokia’s sequential increase in operating profit in the second quarter 2015 was due to growth in 
both Mobile Broadband and Global Services. On a sequential basis, the increase in net income of 
more than 90% profit in Mobile Broadband was primarily due to a higher gross profit and lower 
operating expenses. Nokia Networks’ operating margin benefited from an increase in software 
sales in the second quarter 2015. The sequential improvement within Mobile Broadband was due 
to a higher proportion of software sales and, to a lesser extent, lower costs related to the short-
term impact of strategic entry deals. The proportion of high-margin software sales in the Nokia 
Networks’ sales mix was approximately 5 percentage points higher in the second quarter 2015 
compared to the first quarter 2015. Nokia Networks also signed an agreement to acquire Eden 
Rock Communications, LLC to boost its multivendor SON (Self Organizing Networks) radio 
optimization capabilities. 

• Motorola Solutions had net sales of US$1.4bn in the second quarter of both 2015 and 2014. Net 
sales in the second quarter of 2015 included the unfavorable impact of foreign currency 
fluctuations of US$53mn, primarily within Europe and Africa (EA), Asia Pacific (AP), and Latin 
America, partially offset by growth of US$42mn in North America. Profitability improvements 
were primarily driven by lower operating expenses as a result of cost savings initiatives, the 
favorable impact of foreign exchange rates on operating costs, and lower pension expenses. The 
earnings from continuing operations attributable to Motorola Solutions, Inc in Q2 2015 was 
US$150mn, compared to US$78mn in the second quarter of 2014.  

• Silver Lake intends to invest US$1bn in Motorola Solutions to accelerate the company’s growth of 
smart public safety solutions and services businesses through strategic partnerships, investments, 
and acquisitions. The deal is expected to close by the third quarter of 2015.  
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Q2 performance  
Communications 

Company Q2’15 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cisco Systems Inc               12.8 60.2%              2.319.0             0.45           144.6 

LM Ericsson*                  7.1 33.2%                 248.2             0.07             33.9 

Motorola Solutions Inc                  1.4 47.4%                 142.0             0.68             11.9 

Nokia Corp** 3.5 47.8%    384.8             0.10        24.8 

* SEK to USD exchange rate used for Ericsson is 0.1201 USD/SEK. 

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

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

Company Q2’14 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cisco Systems Inc          12.4 59.9%                2.247.0           0.43         133.0 

LM Ericsson*            8.0 32.4%                   213.7           0.07          39.1 

Motorola Solutions Inc            1.4 47.0%                     78.0           0.30          16.8 

Nokia Corp**            4.0 44.0%                    (35.5)         (0.01)         28.1 

* SEK to USD exchange rate used for Ericsson is 0.1169 USD/SEK. 

**EUR to USD exchange rate used for Nokia is 1.1058 USD/EUR. 

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

Company Q1’15 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cisco Systems Inc 12.1 62.0% 2,437            0.47  147.2 

LM Ericsson* 6.4 35.4% 175            0.05  42.2 

Motorola Solutions Inc 1.2 44.8% 74            0.40  13.2 

Nokia Corp** 3.6 42.5% 200            0.06  29.1 

* SEK to USD exchange rate used for Ericsson is 0.1201 USD/SEK. 

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

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

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

Consumer Electronics 
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Market analysis 
Consumer Electronics 

• The consumer electronics industry showed a slight decline in the second quarter of 2015 with mixed 
results posted by the companies under study (Apple, Canon, Philips, Sony, [Toshiba*]). Two of the 
four companies reported sequential gains but three of the four saw year-over-year declines. Apple 
posted year-over-year growth due to good performance across several segments. Sony saw both 
sequential and year-over-year declines in Q2 2015 due to poor performance across multiple 
segments and impact of the strengthening US dollar. 

• Despite the mixed results, US consumer sentiment remained positive. The Consumer Electronics 
Association Index of Consumer Expectations (ICE), which measures US consumer expectations 
about the broader economy, increased 2.0 points from May to reach 175.7 in June. This is the 
highest ICE value recorded for the month of June since the Consumer Electronics Association Index 
began tracking in 2007, surpassing 174.7 recorded in June 2009.1 

• US consumer attitudes toward technology spending also improved during the quarter, partly due to 
enthusiasm around the smart watch category. The Consumer Electronics Association Index of 
Consumer Technology Expectations (ICTE), which measures consumer expectations about 
technology spending, climbed 1.2 points from May to reach 87.8 in June.1 

• Following slow economic growth in the first half of 2015, the global consumer electronics industry is 
now expected to reach US$285bn in 2015, a slight revision from US$286bn expected previously. In 
terms of wholesale revenue, the industry is expected to reach US$222.7bn in 2015, rising 2.4% over 
US$217.6bn in 2014.1 

1. Consumer Electronics Association, Jul  2015 

*Toshiba has declared an indefinite delay in earnings release due to an impending investigation of accounting policies. 
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Market analysis (continued) 
Consumer Electronics 

• Apple posted Q2 2015 revenue of US$49.6bn, an impressive 32.5% year-on-year growth over 
US$37.4bn in Q2 2014. Growth was fueled by strong demand for iPhone 6, iPhone 6 Plus and 
updated Mac portables, along with the launch of the new MacBook and Apple Watch. On a segment 
basis, iPhone sales were up 59%, Other Products sales (which includes Apple Watch, Apple TV, 
Beats Electronics and iPod among others) were up 49% and Mac sales were up 9%. The Services 
segment also grew by 12% during the quarter. This strong growth was partially offset by a 23% 
decline in iPad sales. 

• Philips’ revenue in Q2 2015 reached US$6.6bn, a year-on-year decline of 8.5% against US$7.2bn in 
Q2 2014 but a sequential growth of 9.7% against US$6.0bn in Q1 2015. However, in terms of its 
reporting currency (EUR), revenue grew 20.2% year over year and 11.9% quarter over quarter. The 
increase in quarter-over-quarter revenue was mainly due to higher sales volumes. On a year-over-
year basis, the Healthcare segment grew by 29%, Consumer Lifestyle grew by 16% and Lighting 
grew by 14%, while the Innovation, Group & Services segment declined by 4%. Strong growth was 
observed in North America (29%) as well as other mature geographies (24%) and in growth 
geographies (22%). In contrast, Western Europe grew by only 5%. Philips’ net income of 
US$303.0mn in Q2 2015 decreased 8.6%  year over year against US$331.6mn in Q2 2014 but 
increased 168.5% sequentially against US$112.8mn in Q1 2015. The high sequential jump in net 
income was due to 9.7% higher revenues, a 15.6% higher gross margin and an 8.2% reduction in 
operating expenses. 
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Market analysis (continued) 
Consumer Electronics 

• Sony’s revenue in Q2 2015 reached US$14.8bn, a year-over-year decline of 17.3% over the 
US$17.9bn in Q2 2014 and a sequential decline of 8.2% over US$16.1bn in Q1 2015. In terms of its 
local currency (JPY), revenue was flat year over year, but sequentially declined by 6.7%. The 
slowdown was mainly due to a decrease in the Mobile Communications segment, reflecting a 
significant decrease in smartphone unit sales. Home Entertainment & Sound segment also saw 
decline, reflecting a decrease in unit sales of mid-range LCD televisions. However, the Devices 
segment saw strong sales reflecting the performance of image sensors. Sony’s net income of 
US$676.0mn in Q2 2015 grew 155.1% year over year against US$265.0mn in Q2 2014 and 
sequentially took a turnaround from the US$890.0mn loss in Q1 2015. Growth in net income was 
due to lower operating expenses and a one-time US$416.4mn net gain on sale of securities 
investments. 
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Q2 performance  
Consumer Electronics 

Company Q2’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income /(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Apple Inc          49.6  39.7%       10,677         1.85           743.5  

Canon Inc            8.0  51.7%           559         0.51             35.3  

Philips*            6.6  41.8%           303         0.33             23.6  

Sony Corp          14.8  37.3%           676         0.58             33.2  

Toshiba Corporation**             -                -                -              -                  -    

*EUR to USD exchange rate used for Philips is 1.1058 USD/EUR. 

** Toshiba has declared an indefinite delay in earnings release due to an impending investigation of accounting policies. 

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

Company Q2’14 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income /(loss) 
(US$ millions) 

EPS 
(US$) 

Market cap  
(US$ billions) 

Apple Inc          37.4  39.4%      7,748             1.28           584.9  

Canon Inc            9.2  52.2%         800             0.72             36.7  

Philips*            7.2  41.2%         332             0.35             29.3  

Sony Corp          17.9  36.4%         265             0.23             17.5  

Toshiba Corporation          13.9  25.3%           89             0.02             18.5  

*EUR to USD exchange rate used for Philips is 1.3715 USD/EUR. 

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

Company Q1’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income /(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Apple Inc                       58.0  40.8%                 13,569             2.33                723.0  

Canon Inc                        7.2  51.2%                      285             0.26                  38.6  

Philips*                        6.0  39.6%                      113             0.12                  25.8  

Sony Corp                       16.1  33.1%                     (890)           (0.76)                 31.3  

Toshiba Corporation**                              

*EUR to USD exchange rate used for Philips is 1.283 USD/EUR. 

** Toshiba has declared an indefinite delay in earnings release due to an impending investigation on accounting policies. 

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

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

EMS/Distributors 
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Market analysis  
EMS/Distributors 

• The worldwide electronics manufacturing services (EMS) market is a determining force in the 
production of electronics products and now accounts for almost 40% of all assembly. While the 
rate of growth for outsourcing is slowing, it still represents the most desired manufacturing model 
for the assembly of electronics products available to OEM companies.1 

• Total electronics assembly value is expected to grow at a compound annual growth rate (CAGR) of 
5.7% from US$1.3trn in 2014 to US$1.8trn in 2019. Fueled by the demand for EMS services, the 
EMS industry is expected to grow at a CAGR of 6.2% from US$460bn in 2014 to US$621bn in 
2019.1 

• Global flat panel display (FPD) industry revenue is expected to decline by 2% in 2015 to 
US$129.0bn from US$131.4bn in 2014. Dwindling thin-film-transistor liquid-crystal display 
revenues, declining panel demand in the PC sector, along with ongoing panel-price erosion are the 
primary reasons for overall FPD revenue declines this year.2 

• Starting in the second half of 2015, the overall consumption of active-matrix organic light-emitting 
diode (AMOLED) materials is expected to grow as LG Display increases the production of white 
organic light-emitting diode (WOLED) TV panels. During the first half 2015, the WOLED organic 
materials market reached US$58mn. However, in the second half of the year the market will 
increase nearly threefold, reaching US$165mn. The WOLED organic materials market is expected 
to grow at a CAGR of 79% from 2014 to 2019.3 

 
 
 

1. Global Information, Aug 2015 

2. EMSNow, Aug 2015 

3. I-Connect007, Aug 2015 
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Market analysis (continued)  
EMS/Distributors 

 
 
 

• Despite the strong market growth forecast, Flextronics posted revenue of US$5.6bn in Q2 2015, a 
year-over-year decline of 16.2% against US$6.6bn in Q2 2014 and a sequential decline of 6.5% 
against US$6.0bn in Q1 2015. Softness in the mobile devices business as well as broad declines in 
telecom, server and storage businesses contributed to the weak performance. As a result, revenues 
from the Consumer Technology Group (CTG) and the Integrated Network Solutions (INS) 
business groups were lower by US$657.2mn and US$473.9mn, respectively. These decreases were 
partly offset by growth in the High Reliability Solutions (HRS) group, attributable to higher sales 
to medical customers. Geographically, revenue declined 28.0% in China, 14.9% in the US, 18.9% in 
Brazil and 14.8% in other markets. Mexico and Malaysia showed revenue improvements of 6.7% 
and 0.8%, respectively. Net income of US$110.9mn was 36% lower year over year and 18.0% lower 
quarter over quarter. The decline in net income was due to a 7.5% decline in gross profit and a 
10.4% rise in intangible asset amortization on account of three acquisitions in the medical devices 
and the household industrial markets. 

• Ingram Micro posted Q2 2015 revenue of US$10.6bn, a 3.3% decline over the same quarter last 
year due to weaker foreign currencies. Sequentially, revenue was flat. However, Ingram suffered a 
net loss of US$34.3mn in Q2 2015 compared to net profits of US$50.6mn in Q2 2014 and 
US$43.3mn in Q1 2015. This was due to a US$115.9mn non-cash, pre-tax charge related to the 
impairment of internally developed software as Ingram stopped its global ERP deployment 
program. The acquisition of Armada and Anovo, which closed in the first quarter, and distribution 
businesses in Chile and Peru also led to operating expenses spiking by 22.3%. Ingram also saw 
interest income fall by 8.5%, interest expense rise by 15.1% and foreign exchange losses increase 
from US$582mn in Q2 2014 to US$6.7mn in Q2 2015. 
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Q2 performance  
EMS/Distributors 
Company Q2’15 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Arrow Electronics Inc 5.8 13.2% 123.9 1.28 7.2 

Avnet Inc 6.8 11.6% 158.7 1.15 5.7 

Flextronics 
International Ltd 5.6 6.3% 110.9 0.19 6.7 

Ingram Micro 10.6 6.2% (34.3) (0.22) 3.9 

Foxconn* 31.5 7.2% 855.2 0.05 54.6 

* TWD to USD exchange rate used for Foxconn is 0.0324 USD/TWD. 

Company Q2’14 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Arrow Electronics Inc 5.7 13.2% 127.9 1.27 7.6 

Avnet Inc 7.0 11.9% 186.3 1.33 6.0 

Flextronics 
International Ltd 6.6 5.7% 173.9 0.29 6.6 

Ingram Micro 10.9 5.8% 50.6 0.32 4.6 

Foxconn* 29.2 7.1% 684.8 0.04 35.2 

* TWD to USD exchange rate used for Foxconn is 0.0332 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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Q1 performance  
EMS/Distributors 
Company Q1’15 

Revenue 
(US$ billions) 

Gross margin 
(%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Arrow Electronics Inc 5.0  13.7%                 106.1             1.09               5.9  

Avnet Inc                 6.7  11.5%                 121.5             0.88               5.9  

Flextronics 
International Ltd            6.0  6.5%                 135.1             0.23               7.3  

Ingram Micro                10.6  5.8%                   43.3             0.27               3.9  

Foxconn* 32.2 7.1%  990.9 0.06  3.5 

* TWD to USD exchange rate used for Foxconn is 0.0317 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 subsector reported a strong Q2 2015 with impressive growth of 22% year over year and 
5.0% quarter over quarter. The top two companies in our representative sector group for quarter-
over-quarter growth were Yelp (+12.7%) and LinkedIn (+11.7%). Year over year, Yelp reported 
striking 52.3% growth. eBay was the only company that reported a sequential decline (-1.6%). In 
contrast, four of the seven Internet companies experienced a year-over-year decline in net income, 
with the exception of Amazon, Google and eBay that showed profit improvements. Similarly, 
quarter over quarter net income increased for four of the seven excepting LinkedIn, Yahoo Inc and 
Yelp. 

• With rapidly expanding access and declining prices, the ability to monitor and control the home as a 
holistic platform of devices and appliances has emerged. The number of smart connected homes is 
expected to grow from between 100 to 200 million homes today to between 500 to 700 million 
homes by 2020.1 Cable companies, Internet companies, alarm companies and mobile phone 
operating system providers are actively creating platforms and ecosystems in an attempt to break 
into the “IoT gateway to the home” market. One important example is the I0T device-specific 
operating system, Brillo, launched by Google in Q2 2015. The most successful home gateway 
provider will develop a system that seamlessly integrates with nearly any vendor's IoT application 
and is relatively painless to the homeowner.1 

 

 

 
1. Gartner.com, Aug 2015 
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Market analysis (continued) 
Internet 

• Amazon’s sales increased 20% from the year prior quarter in Q2 2015, but sequentially they were 
relatively flat with an increase of 2%. Amazon Web Services (AWS) led the year over year 
improvement, posting an 81% increase in revenue from the prior-year period. The primary driver 
for AWS was increased customer usage. Changes in foreign currency exchange rates negatively 
impacted net sales by US$(1.4)bn. North American sales increased 26% in Q2 2015 compared to 
the same quarter last year. Sales growth was primarily driven by increased unit sales, including 
sales by marketplace sellers. International sales increased 3% in Q2 2015.  

• Google’s CEO, Larry Page, recently announced plans for a new operating structure where Google 
will become a subsidiary of a new company called Alphabet. Alphabet will oversee Google’s 
initiatives in technology, life sciences, investment capital and research. Its other subsidiaries will 
include Calico, Google Ventures, Google Capital, Google X and Nest Labs. Google will now focus 
only on Internet-related services, such as online advertising technologies, search, cloud 
computing and software. Google, along with the other subsidiaries, will report financials under 
the new Alphabet structure.  In Q2 2015 Google reported revenue of US$17.7bn, an 11% year-
over-year growth in revenue. The key contributors were the core search business, particularly 
mobile, YouTube and Programmatic Advertising. GAAP operating income grew 13% year over 
year.  
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Market analysis (continued) 
Internet 

• Yahoo! announced it will spinoff its 15% stake in Alibaba Group into a new entity called Aabaco 
Holdings Inc. The goal of the spinoff is to allow Yahoo! to minimize taxes while unlocking 
shareholder value from its stake in Alibaba. After the spinoff, the new equity will be distributed to 
current shareholders, who will pay taxes only when they sell their respective holdings.  However, 
on September 2 the IRS notified Yahoo! it would not grant the requested ruling confirming tax-
free treatment of the Alibaba shares. Yahoo!, in an SEC filing the same day, noted that the IRS 
had not stated the spinoff was taxable, suggesting uncertainty remains on this issue. In other 
news, Yahoo! and Microsoft amended their ‘search’ partnership to add flexibility and to further 
enhance the search experience. Yahoo! will now control how search results are presented on both 
desktop computers and mobile devices, while Microsoft will be responsible for selling ads on its 
Bing search site. Yahoo!’s key growth areas—mobile, video, native advertising and social—grew to 
nearly US$400mn in revenue in Q2 2015, delivering 60% growth year over year, and their 
display business grew 15% year over year, the most substantial revenue growth since 2010. 
Mobile revenue represented 22% of total traffic-driven revenue in Q2 2015, a 7% increase over 
Q2 2014. 
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Q2 performance  
Internet 

Company Q2’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
income/(loss) 

(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Amazon                23.19 35%                   92.00             0.19           203.15 

eBay*                  4.38 69%                 682.00             0.56             73.49 

Google                17.73 63%              3,931.00             4.96           368.82 

LinkedIn                     .71 86%                  (67.50)           (0.53)            23.69 

Netflix                  1.66 33%                   26.34             0.06             39.82 

Yahoo!                  1.24 60%                  (19.19)           (0.02)            36.99 

Yelp                     .134 90%                    (1.31)           (0.02)              2.82 

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

* eBay financial numbers are prior to spin off of PayPal which was completed in July 2015 

http://www.pwc.com/techscorecard
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Q2 performance (continued) 
Internet 

Company Q2’14 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
income/(loss) 

(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Amazon          19.34 31%                  (126.00)         (0.27)        150.05 

eBay*            4.37 68%                   676.00           0.53          62.12 

Google          15.94 62%                3,422.00           4.99         395.16 

LinkedIn               .53 87%                      (1.03)         (0.01)         21.02 

Netflix            1.34 32%                     71.02           1.15          26.42 

Yahoo!            1.08 71%                   272.56           0.26          35.51 

Yelp                 .088 93%                       2.74           0.04            5.43 

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

* eBay financial numbers are prior to spin off of PayPal which was completed in July 2015 

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

Company Q1’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
income/(loss) 

(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Amazon                22.7 32%                  (57)           (0.12)          173.3 

eBay*                  4.4 67%                 626             0.51             69.8 

Google                17.3 63%              3,586             5.27           378.5  

LinkedIn                     0.63 86%                  (43)           (0.34)            27.3 

Netflix                  1.6 33%                   24             0.38             25.3 

Yahoo!                  1.2 62%                   21             0.02             41.6 

Yelp                    0.12 93%                    (1)           (0.02)              2.9 

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

* eBay financial numbers are prior to spin off of PayPal which was completed in July 2015 

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

Semiconductors 
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Market analysis 
Semiconductors 
• The semiconductor subsector declined on both a year-over-year and a quarter-over-quarter basis. 

Across the representative group of companies, results were mixed, with Applied Materials and TSMC 
reporting year-over-year growth, while Intel, Texas Instruments and Qualcomm reported year-over-
year declines. Sequentially, Intel and Applied Materials reported growth; Texas Instruments was flat; 
and TSMC and Qualcomm reported declines. 

• Global sales of semiconductors reached US$84.0bn during Q2 2015, an increase of 1.0% over the 
previous quarter and 2.0% compared to the second quarter of 2014. The market has now grown on a 
year-over-year basis for 26 consecutive months. Worldwide sales for the month of June 2015 reached 
US$28.0bn, a year-over-year growth of 2.0% against US$27.4bn in June 2014 but a sequential decline 
of 0.4% against US$28.1bn in May 2015. Year-to-date sales during the first half of 2015 were 3.9% 
higher compared to the same period in 2014.1 

• Regionally, sales were up quarter over quarter in China (+7.8%), the Americas (+5.6%) and Asia-
Pacific/All Other (+5.2%). In contrast, sales fell in Europe (-11.5%) and Japan (-13.6%). Sequentially, 
sales were up slightly in Japan (+1.0%) and China (+0.6%), but down somewhat in Asia-Pacific/All 
Other (-0.6%), the Americas (-1.6%) and Europe (-1.7%). Currency devaluation against the USD has 
impacted sales figures in Europe and Japan.1 

• North America-based manufacturers of semiconductor equipment posted US$1.51bn in bookings 
worldwide in Q2 2015. This is 8.1% higher than US$1.39bn posted in Q1 2015 and 3.5% higher than 
US$1.46bn posted in Q2 2014. The manufacturers also reported US$1.54bn in billings worldwide in 
Q2 2015. The billings figure is 21.8% higher than US$1.27bn posted in Q1 2015 and 16.2% higher than 
US$1.33bn posted in June 2014. Overall, the book-to-bill ratio stood at 0.98. This implies that US$98 
worth of orders were received for every US$100 of product billed for the quarter.2 

1.  Semiconductors.org, Aug 2015 
2.  EMSNow,  Jul 2015 
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Market analysis (continued) 
Semiconductors 

• Worldwide semiconductor capital spending is projected to grow 2.5% in 2015 to reach US$66.1bn. 
This is down from an originally projected growth of 4.1%. Continued weakness in the Euro and 
Japanese Yen have created major weaknesses in the overall equipment market. With over half of all 
equipment being produced by either Japanese or European suppliers, the weakness in these 
currencies has been the primary factor in reducing the overall outlook for 2015. Over the longer term, 
growth is expected to be modest throughout the semiconductor cycle, with a pause in the equipment 
market growth in 2016 as DRAM fabs go through a typical cyclical downturn.3 

• Worldwide, memory capital spending is expected to grow by 3.2% in 2015. This is a downward 
revision from the 10.2% growth previously expected. Lower than expected spending announcements 
by major manufacturers reflect the fact that major equipment types are cheaper due to weaknesses in 
exchange rates. Memory manufacturers currently enjoy a strong chip pricing environment which sets 
the stage for continued spending growth through 2015. However, an anticipated oversupply in DRAM 
in 2016 will lead to a 13.6% decrease in worldwide memory spending. Wafer-level equipment 
spending is expected to grow by a modest 0.1% in 2015, as manufacturers pull back on new fab 
construction and concentrate on ramping up new capacity.3 

• Worldwide silicon wafer area shipments recorded quarterly growth for the second consecutive 
quarter. Total shipments reached 2,702 million square inches during the second quarter 0f 2015, a 
2.5% increase from the 2,637 million square inches shipped during the previous quarter, resulting in a 
new quarterly volume shipment record. Year over year, total area shipments for the quarter are 4.4% 
higher than Q2 2014 shipments. First half 2015 shipments totaled 5,339 million square inches, 7.8% 
higher than 4,951 million square inches in the first half of 2014.4 

3.  Gartner, Jul 2015 
4.  I-Connect007, Aug 2015 



PwC Technology Sector Scorecard 34 

Market analysis (continued)  
Semiconductors 
• In company news, Intel announced that it would acquire Altera for US$54 per share in an all-cash 

transaction valued at approximately US$16.7bn. The acquisition will couple Intel’s products and 
manufacturing process with Altera’s field-programmable gate array (FPGA) technology. The 
combination is expected to enable new classes of products in the data center and IoT market 
segments.5 Intel reported second quarter revenue of US$13.2bn, operating income of US$2.9bn, net 
income of $2.7bn and EPS of US$0.55. The company’s revenue showed a year-over-year decline of 
4.6% but a sequential gain of 3.2%. The year-over-year decline was driven by lower Client Computing 
Group (CCG) unit sales, primarily desktop and notebook platforms, partially offset by higher Data 
Center Group (DCG) platform revenue and Non-Volatile Memory Solutions Group revenue. Intel’s net 
income showed a year-over-year decline of 3.2% but a sequential gain of 35.8%. The sequential gain is 
primarily due to higher revenue, improved gross margin, gains on equity investments and lower taxes. 
In Q2 2015, Intel’s management approved and commenced implementation of restructuring actions 
primarily targeted at workforce reductions. 

• Qualcomm reported Q2 2015 revenue of US$5.8bn, a 14.3% year-over-year decline. The Equipment 
and Services segment posted six consecutive months of decline, with a second quarter year-over-year 
decline amounting to US$1.1bn. Total cost as a percentage of total sales increased by 9.3%. Qualcomm 
investment income also fell to US$163mn, compared to US$422mn in Q1 2014. In July Qualcomm 
announced a strategic realignment plan designed to improve execution, enhance financial performance 
and drive profitable growth. 

5.  Intel, Jun 2015 
6.  ZDNet, Aug 2015 
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Market analysis (continued)  
Semiconductors 

• TSMC posted revenue of NT$205.4bn, net income of NT$79.4bn and diluted earnings per share of 
NT$3.06 (US$0.50 per ADR unit) for the second quarter ended 30 June 2015. Year over year, second 
quarter revenue increased 12.2%, while net income and diluted EPS both increased 33.0%. Compared 
to the first quarter of 2015, the second quarter results represent a 7.5% decrease in revenue, and a 0.5% 
increase in net income. In terms of USD, second quarter revenue decreased 5.4% from the previous 
quarter and increased 9.6% year over year. Shipments of 20-nanometer process technology accounted 
for 20% of total wafer revenues, while 28-nanometer accounted for 27% of total wafer revenues. 
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Q2 performance  
Semiconductors 

Company Q2’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) 

 

Market cap  
(US$ billions) 

Intel 13.2 62.5%      2,706.0           0.55  147.4 

Applied Materials 2.5 40.9%          329.0           0.27  21.4 

Texas Instruments 3.2 58.2%          696.0           0.65  89.7 

TSMC 6.7 48.5%      2,575.0           0.50  117.8 

Qualcomm Inc 5.8 58.0%      1,184.0           0.73  107.9 

Company Q2’14 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Intel 13.8 64.5%      2,796.0           0.55  153.0 

Applied Materials 2.3 43.8%          301.0           0.24  25.7 

Texas Instruments 3.3 57.1%          683.0           0.62  83.2 

TSMC 6.1 49.8%      1,981.0           0.38  110.9 

Qualcomm Inc 6.8 59.7%      2,238.0           1.31  133.1 

 

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

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

Company Q1’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) 

 

Market cap  
(US$ billions) 

Intel                12.8 60.5%              1,992.0             0.41           152.0 

Applied Materials                  2.4 41.6%                 364.0             0.29             26.8 

Texas Instruments                  3.2 57.7%                 656.0             0.61             99.5 

TSMC                  7.0 49.3%              2,505.0             0.48           121.8 

Qualcomm Inc                  6.9 61.9%              1,053.0             0.63           111.9 

 

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

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

Software 
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Market analysis  
Software 
• Six of the seven Software companies in our scope (Adobe, Intuit, Microsoft, Oracle, SAP, Symantec, 

VMWare) experienced either flat or declining revenue year over year in Q2 2015, even though 
sequentially five out of the seven companies reported positive growth. The largest sequential gains 
were reported by Oracle (+14.8%), SAP (+8.3%) and Adobe (+4.8%). Adobe had the largest year-
over-year gain (+8.8%) due primarily to an increase in subscriptions. In terms of net income, Adobe 
reported the largest year-over-year gain of 67%. Microsoft reported the largest loss in net income  
(169.3%), mostly due to a US$7.5bn impairment related to the acquisition of the Nokia Devices and 
Services business. 

• Geographically, growth in the software market was spearheaded by the US, followed by EMEA 
(Europe, Middle East and Africa). Asia-Pacific (APAC) showed mixed results with China's software 
market slowing in the first half of 2015, growing by 17.1% compared to 21.0% growth achieved in the 
first half of 2014.1 

• Product value is shifting from device hardware to the software running on the device. The Internet 
of Things (IoT) is turning many manufacturers of devices into first-time software vendors using 
licensing and entitlement management (LEM) solutions to protect, differentiate and monetize their 
offerings. The key differentiator for manufacturers is the software. Applying the right licensing 
strategy is critical to monetize this value. With over 25 billion 'things' in the marketplace, software 
revenue of US$5 from each of the installed units would translate to additional revenue of 
US$125bn.2 

1. China Daily, Jul 2015 
2. Gartner Press Release, Jul 2015 
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Market analysis (continued)  
Software 

• Spending in the enterprise software market is expected to decline 1.2% in 2015 to reach US$310bn 
from US$314bn in 2014. This is a revision from the 2.3% growth previously forecast for 2015.  The 
projected decline is due to software as a service (SaaS) vendors keeping prices low to gain market 
share and also due to the strengthening US dollar, which will greatly reduce earnings realized in 
non-US currencies.3 

• Microsoft revenue in Q2 2015 reached US$22.2bn, a year-over-year decline of 5.1% over US$23.4bn 
in Q2 2014 but a sequential gain of 2.1% over US$21.7bn in Q1 2015. Among the top performing 
segments, Surface revenue grew 117%, driven by Surface Pro 3 and the launch of the Surface 3. 
Commercial cloud revenue grew 88%, driven by Office 365, Azure and Dynamics CRM Online. 
Growth was partly offset by Windows OEM revenue, which decreased 22% due to PC market 
declines following the XP end‐of‐support refresh cycle. Despite positive revenue performance, 
Microsoft incurred a large net loss of US$3.2bn in Q2 2015. This includes the impact of a US$7.5bn 
impairment charge related to assets associated with the acquisition of the Nokia Devices and 
Services business, in addition to a restructuring charge of US$780mn. There was also a charge of 
US$160mn related to the previously announced integration and restructuring plan. In total, 
Microsoft incurred US$8.4bn in charges. The strengthening of the US dollar also had a significant 
impact on quarterly results.  

3. Gartner Press Release, Jun 2015 
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Market analysis (continued)  
Software 

• Adobe reported revenue of US$1.2bn in Q2 2015, a year-over-year growth of 8.8% and a sequential 
growth of 4.8%. Subscription revenue saw an impressive growth of 62%, however it was largely 
offset by a 43% decline in product revenue. Services and support revenue grew by 1%, but cost of 
revenue for services and support increased disproportionately by 30%. This was primarily due to 
increases in compensation and related benefits driven by additional headcount and third-party fees 
to support the increase in Adobe’s professional services business. Geographically, Americas and 
EMEA saw increases in revenue, driven by the Digital Media and Digital Marketing segments. The 
increase in EMEA revenue was partly offset by the US Dollar’s rise against the Euro, the British 
Pound and other EMEA currencies. Revenue in APAC declined due to the Digital Media segment, 
which saw a decline in perpetual license revenue. Adobe’s Q2 2015 net income of US$148mn was 
67% higher year over year and 74% higher quarter over quarter. The improvement in net income 
was primarily driven by higher revenue, higher interest and other income and lower interest 
expenses. 



PwC Technology Sector Scorecard 42 

Q2 performance  
Software 

Company Q2’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
Income/(Loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Adobe 1.2 84.1% 147.5 0.29 39.3 

Intuit  0.7 75.9% 14.0 0.05 29.2 

Microsoft 22.2 66.3% (3,195.0) (0.40) 354.4 

Oracle 10.7 80.8% 2,758.0 0.62 189.6 

SAP* 5.5 67.7% 518.6 0.43 93.2 

Symantec 1.5 83.1% 117.0 0.17 15.7 

VMware  1.5 83.6% 172.0 0.40 10.5 

*Euro to USD exchange rate used for SAP is 1.1058 USD/Euro. 

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

http://www.pwc.com/techscorecard
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Q2 performance (continued) 
Software 

Company Q2’14 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
Income/(Loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Adobe 1.1 85.5%                    88.5      0.17  35.9 

Intuit  0.7 76.1%                   (39.0)    (0.14) 23.3 

Microsoft 23.4 67.5%               4,612.0      0.55  343.6 

Oracle 11.3 82.9%               3,646.0      0.80  187.0 

SAP* 5.7 68.9%                  760.0      0.64  91.9 

Symantec 1.7 82.2%                  236.0      0.34  15.9 

VMware  1.5 85.0%                  167.0      0.38  41.7 

*Euro to USD exchange rate used for SAP is 1.3715 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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Q1 performance  
Software 

Company Q1’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net 
Income/(Loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Adobe             1.1  85.0%        84.9         0.17            39.6  

Intuit  2.2 90.0% 501.0 1.78 27.8 

Microsoft           21.7  67.0%    4,985.0         0.61          329.8  

Oracle             9.3  79.6%    2,495.0         0.56          191.5  

SAP*             5.1  65.3%      466.0         0.39            86.6  

Symantec             1.5  81.1%      176.0         0.25            16.1  

VMware              1.5  83.9%      196.0         0.45            10.6  

*Euro to USD exchange rate used for SAP is 1.1283 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 



PwC Technology Sector Scorecard 46 

• The global outsourcing market surged to all-time highs in terms of number of contracts signed during 
Q2 2015. A record 451 contracts were signed during Q2 2015, showing a year-over-year increase of 
24%. Sequentially, the number of contracts increased 49%. Despite the rise in contracts, Q2 2015 
Annual Contract Value (ACV) totaled US$6.2bn, declining 7% from Q2 2014. However, ACV 
increased by 24% compared to US$5.0bn in Q1 2015.  

• Buyers continue to negotiate deals at a lower value and took advantage of specialized services offered 
by small niche providers. They also avoided large, long-term contracts at a time when new 
technologies and operating models are causing significant disruption and uncertainty in the market. 
New-scope contract ACV of US$3.8bn was up sequentially (+18%), but declined year over year (-
11%). Restructured contract ACV of US$2.4bn also showed sequential gain (+33%), but a year-over-
year decline (-1%). Mega-relationship contract ACV of US$0.4bn declined both sequentially (-65%) 
and year over year (-75%). 

• Information technology outsourcing (ITO) ACV of US$4.8bn was up sequentially (+43%), but 
declined year over year (-8%). The year-over-year decline was due to a slow-down in EMEA and a 
record performance in the manufacturing sector in the second quarter of last year. Business process 
outsourcing (BPO) ACV of US$1.4bn declined both sequentially (-15%) and year over year (-6%) as 
buyers continued to push for deals at lower values.1 

Market analysis 
Software Services 

1. The Global ISG (Information Services Group) Outsourcing 
Index, Jul 2015 
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• ACV in the Americas was up 29% sequentially and 11% year over year, driven largely by ITO, which 
had the strongest quarterly performance in the last three years. Smaller verticals such as Travel and 
Transport, Healthcare and Pharmaceutical and Retail led the charge as the region’s top growth 
industries. The US market, with an ACV of US$2.4bn, had its best second quarter since 2010. Overall, 
the Americas achieved a record 236 contracts in Q2 2015 and an ACV of US$2.8bn is the highest 
quarterly ACV since the first quarter of 2012. The region has now surpassed US$2.0bn in ACV for six 
consecutive quarters. Canada and Brazil, with a combined quarterly ACV of US$0.3bn, also 
contributed to the region’s strong performance. ITO posted an ACV of US$2.1bn compared to 
US$1.2bn in the first quarter. BPO posted an ACV of US$0.7bn, pulling back slightly from the 
US$0.9bn seen in the first quarter.1 

• CSC reported Q2 2015 revenue of US$2.8bn, declining 14.7% year over year and 5.1% quarter over 
quarter. The declines were due to the strengthening of the US Dollar against major foreign currencies, 
the ongoing repositioning of the consulting business and contract completions in the applications 
business. Net income for Q2 2015 was US$160.0mn compared to US$9.0mn in Q1 2015. The Q1 2015 
income included the impact of a US$1.2bn cumulative loss from non-cash pension and SEC-related 
charges, and special restructuring charges. Year over year, CSC’s Q2 2015 net income was up 9.6%, 
driven by lower operating expenses and lower taxes. 

 

Market analysis (continued) 
Software Services 

1. The Global ISG (Information Services Group) Outsourcing 
Index, Jul 2015 
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Q2 performance 
Software Services 
 

Company Q2’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cognizant                     3.1 40.2%                 420.1             0.68             37.2 

CSC                    2.7 26.6%                 160.0             1.14               9.7 

Infosys                    2.3 36.4%                 476.0             0.21             36.2 

HCL                    1.5 34.1%                 278.7             0.79             20.4 

TCS                    4.0 43.6%                 898.0             0.46             79.1 

Company Q2’14 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cognizant             2.5 40.4%                   371.9           0.61          29.7 

CSC            3.2 27.0%                   146.0           0.98            9.9 

Infosys            2.1 37.0%                   482.0           0.84          30.7 

HCL            1.4 38.1%                   305.4           1.73          17.2 

TCS            3.7 44.6%                   845.0           0.43          82.6 

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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Q1 performance 
Software Services 
 

Company Q1’15 

Revenue 
(US$ billions) 

Gross  
margin (%) 

Net income 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

Cognizant                   2.9 40.7%                 382.9             0.62             38.1 

CSC                  2.9 16.4%                     9.0             0.06               9.1 

Infosys                  2.2 39.0%                 498.0             0.44             40.1 

HCL                  1.5 35.3%                 270.4             0.19             22.1 

TCS                  3.9 36.0%                 621.0             0.32             80.2 

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

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

Systems and PC Hardware 
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Market analysis 
Systems and PC Hardware 

• Worldwide PC shipments totaled 68.4 million units in the second quarter of 2015, a 9.5% decline 
from the second quarter of 2014. This was the steepest PC shipment decline since the third 
quarter of 2013. PC shipments are projected to decline 4.4% in 2015. Sharp appreciation of the 
US dollar contributed to the decline due to increases in PC pricing. The Windows 10 launch 
scheduled for Q3 2015 has created self-regulated inventory control. PC vendors and other sales 
channels tried clearing inventory as much as possible before the Windows 10 launch. 

• Reflecting the market decline, Systems and PC hardware companies performed relatively poorly 
in Q2 2015 with all the companies under the scope of study reporting a quarter-over-quarter drop 
in revenue. On a year-over-year basis, EMC Corp and Lenovo were the only companies under 
study which posted growth in revenue. Year over year net income also fell across the entire group 
with Xerox and Lenovo posting double-digit declines of 95.5% and 51.6%, respectively. 

• Lenovo maintained the top position in worldwide PC shipments in the second quarter of 2015, 
but the company suffered a year-over-year shipment decline for the first time since Q2 2013. 
EMEA, Latin America and Japan were tough regions for Lenovo, as the company experienced 
double-digit shipment declines. HP also experienced a shipment decline after five consecutive 
quarters of PC shipment growth. HP showed a steep decline in EMEA due to currency impact 
fluctuations.1 

 

1. Gartner, Jul 2015 
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Market analysis (continued) 
Systems and PC Hardware 

• Worldwide combined shipments of devices (PCs, tablets, ultra-mobiles and mobile phones) are 
expected to reach 2.5 billion units in 2015, a 1.5% increase from 2014 but down from the previous 
quarter's forecast of 2.8% growth.2 

• According to the Worldwide Quarterly Large Format Printer Tracker, large format printer (LFP) 
shipments increased by 1.3% from the second quarter of 2014 to the second quarter of 2015, while 
revenue was flat. The second quarter is often the slowest quarter of the calendar year for wide 
format printer shipments overall, but shipments are still ahead of pace in 2015 versus 2014. The 
market in North America was very strong in Q2, which offset declines in the EMEA region.3 

• Display graphics printer shipments also grew about 2% year over year on a worldwide basis in Q2 
15, with the fulfillment of some large deals across printer networks fueling growth.3  

• Lenovo’s quarterly revenue was US$10.7bn, a 3%  increase year over year, but net income 
declined 52% to US$102mn. Lenovo saw severe challenges in its main markets. It faced 
significant declines in the global PC and tablet markets, as well as slowing growth and increasing 
competition—especially in China—in smartphones.  

 

2.  Gartner.com, Jul 2015 
3.  IDC, Aug 2015 



PwC Technology Sector Scorecard 53 

Market analysis (continued) 
Systems and PC Hardware 

• Lenovo has also started restructuring its Mobile Business Group (MBG) to align smartphone 
development, production and manufacturing and better leverage the complementary strengths of Lenovo 
and Motorola. There will be a simpler, more streamlined product portfolio with fewer, more clearly-
differentiated models. MBG will continue to drive the overall mobile business, but will now rely on 
Motorola to design, develop and manufacture smartphone products. These actions will include a reduction 
of 3,200 people in the non-manufacturing workforce around the world. The Company’s gross profit for 
the first fiscal quarter increased 22% year over year to US$1.6bn, with gross margin at 15.4%. Operating 
profit for the quarter declined 67% year over year to US$96mn. 

• EMC Corp’s Q2 2015  revenue was US$6bn, up 2% year over year. Revenue was adversely impacted by a 
VMware settlement with the Department of Justice (DOJ) and the General Services Administration (GSA), 
which was entered into and paid in cash by VMware in the second quarter. Earnings per share was $0.25, 
down 11% year over year. EMC has repurchased approximately US$2bn worth of its common stock so far 
this year and returned US$225mn to shareholders in the second quarter via a quarterly dividend. EMC 
Information Infrastructure revenue was up 1% year over year and Emerging Storage revenue rose 49% 
year over year.    
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Q2 performance  
 Systems and PC Hardware 
Company  Q2’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss)  
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

EMC                    5.9 59.8%                 487.0             0.25             52.4 

HP                   25.3 23.8%                 854.0             0.47             55.2 

IBM                  20.8 49.9%              3,449.0             3.50           159.3 

Lenovo                  10.7 15.4%                 101.9             0.94           119.3 

Xerox                    4.6 31.1%                   12.0             0.01             11.4 

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

Company  Q2’14 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss) 
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

EMC            5.5 59.4%                   589.0           0.28          53.4 

HP           27.3 23.2%                   985.0           0.52          67.6 

IBM          22.5 44.9%                4,137.0           4.12         180.8 

Lenovo            9.4 3.3%                   210.6           2.03          14.2 

Xerox            5.1 28.5%                   266.0           0.22          14.3 

Dell privatization completed on Oct 29, 2013 

http://www.pwc.com/techscorecard
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Q1 performance  
 Systems and PC Hardware 
Company  Q1’15 

Revenue 
(US$ billions) 

Gross 
margin (%) 

Net income/(loss)  
(US$ millions) 

EPS (US$) Market cap  
(US$ billions) 

EMC                    5.6 59.5%                 252.0             0.13             50.7 

HP                   25.5 24.0%              1,011.0             0.55             60.1  

IBM                  19.6 48.2%              2,328.0             2.44           158.1 

Lenovo                  11.3 15.7%                 100.0             0.90             16.2 

Xerox                    4.4 31.2%                 225.0             0.16             14.2 

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

Dell privatization completed on Oct 29, 2013 

http://www.pwc.com/techscorecard

