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Q3 2015 Executive summary

• The technology sector posted year-over-year growth of 1.3% and quarter-over-quarter 
growth of 0.7% in the third quarter of 2015.

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 continue to be driven by services in the third 
quarter of the year

Internet + 13.1%

Software Services +  6.7%

Software +  2.7

EMS - 1.6%

Consumer Electronics - 2.4%

Semiconductor - 4.2%

Systems & PC Hardware - 5.1%

Communications - 6.9%
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• Services continued to remain the growth driver for tech companies as worldwide PC 
shipments again saw a pullback of 8% compared to the same quarter a year ago and worldwide 
personal and entry-level storage (PELS) shipments declined 13% year over year. The adoption of 
cloud storage has led to shrinking demand within the PELS market.1

• Even with several subsectors posting strong, volatile currency movements significantly 
impacted overall results.

• Transformational activities continued. eBay completed the spin-off of PayPal into an 
independent company and also sold off its ‘Enterprise’ business segment which included the e-
commerce platform ‘Magento’. Amazon announced the acquisition of Elemental Technologies, a 
pioneer in software-defined video solutions for multiscreen content delivery. Oracle announced the 
acquisition of Maxymiser, a cloud-based software solution for optimizing web and mobile customer 
experiences. Microsoft announced the restructuring of its phone business, including the creation of 
the Windows and Devices Group. Effective November 1, following HP’s October 31 fiscal year-end, 
HP became two operational companies: Hewlett Packard Enterprise Company (HPEC) consisting of 
HPC’s former enterprise technology infrastructure, software, services and financing businesses, and 
HP Inc., comprising the former PC and printer business.

• High profile security issues plagued the Internet subsector. In August 2015, PayPal fixed a 
security flaw that could have facilitated theft of unencrypted credit card details and Google fixed 
several security flaws in Chrome and Android that enabled hackers to remotely manipulate, control 
or damage devices.2, 3, 4  The company also replaced Google Wallet with Android Pay which brings 
more security features than its predecessor.5

Q3 2015 Executive summary (continued)

1. IDC, Oct 2015
2. TechWorm, Aug 2015
3. US-CERT, Sept 2015
4. The Register, Aug 2015
5. Droidlife, Sept 2015
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• In the semiconductor space, a major deal was struck in Geneva at the World Trade 
Organization to expand the Information Technology Agreement to eliminate tariffs on next-
generation semiconductors termed Multi Component Semiconductors (MCOs) and a 
wide range of other tech products.6 This agreement, which helped to expand free and open markets, 
came at an opportune time given the difficult quarter for semi companies where four of the five 
posted negative revenue growth year over year.

• On the economic front, the quarter was marked by continued worries in all major 
markets. Businesses in the US accumulated US$90.2 billion worth of excess inventory. Subdued 
growth and weak inflation loomed high over the Eurozone despite the quantitative easing program 
of the European Central Bank, and a weak Euro which should have boosted exports. China faced a 
slowdown in manufacturing and increased downward pressure on exports, sparking fears of 
deflation, and Chinese stocks continued to lose value with significant price correction continuing 
from June through August; on August 24, the Shanghai Composite Index fell about 9% and erased 
all gains made during the year. This pushed VIX (Volatility Index) to a two-year high of 40.74 on the 
same day. By the end of the quarter, the Shanghai Composite Index shed almost 25% of its value, 
dropping from 4,054 on June 1 to 3,053 on September 30. This is also about 9% lower than 3,351, 
the Index’s opening value for the year. Although the VIX receded since its two-year high, it closed 
the quarter at 24.50, significantly higher than the value of 16.09 with which it opened the quarter.

• The US closely followed market sentiments, with the Dow Jones Industrial Average opening 
the quarter at 17,758 on July 1 and erasing all gains made during the year to close at 16,285 on 
September 30.

Q3 2015 Executive summary (continued)

6. Semiconductors.org, Nov 2015
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• High market volatility during the quarter created uncertainty and the third-quarter 
PMI (Purchasing Managers Index) slipped to 51.3% from 52.6% in the previous 
quarter, indicating slowing growth in the manufacturing sector.

• The technology sector also saw a decline in IPOs to 11 from 18 in Q3 2014. However, 
excluding Alibaba’s IPO in September 2014, total proceeds of US$4.1 billion in Q3 2015 increased 
37% year over year. On a sequential basis, the proceeds declined 34%.7

Q3 2015 Executive summary (continued)

7. Q2 Global Tech IPO Review, PwC
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Source: ISM 
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The Purchasing Manager’s Index (PMI®) dropped to 51.3% in Q3 2015, but remained above 50% 
suggesting some growth in manufacturing. 

US Purchasing Manager’s Index (PMI®) trends
Q3 2006 – Q3 2015
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Snapshot by subsector

Communications 
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Market analysis
Communications
• In the third quarter of 2015, revenue decreased sequentially and year over year for all 

companies under the scope of study in the Communications sector except for Cisco. 
Nokia experienced the steepest sequential fall in revenue and net income, at 5% and 57%, 
respectively.

• On a brighter note, the Communications industry is looking forward with renewed vigor towards 
the 5G generation of radio systems and network architecture for extreme broadband and ultra 
robust, low-latency connectivity. The 5G buzz is escalating as US operators like Verizon 
Wireless are announcing 5G field trials within the next twelve months and vendors 
like Nokia Networks are promising commercial 5G-ready hotspot equipment in 
2017. Earlier this year Ericsson began testing a new 5G device on the streets of Stockholm, 
Sweden and Plano, Texas. Intel recently dubbed 5G the 'fusion of all wireless technology'. It 
claims it is the next big revolution in technology, driving the development of everything from 
connected cars to high-speed mobile technology and human augmentation. These developments 
represent initial steps toward the broader telecom industry radically transforming wireless service 
by adding significantly higher speed and responsiveness.1

• Several companies have already performed independent field tests for the 5G 
wireless speeds. Companies such as Nokia, Samsung and Huawei (in partnership with NTT 
Docomo) have reported speeds varying from 3.6Gbps to 10Gbps on spectrum bands varying from 
6GHz to 73GHz.2

1. cnet.com, Sept 2015; FierceWireless, Sept 2015; Dailymail.co.uk, Aug 2015 
2. bgr.com, Oct 2015
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Market analysis (continued)
Communications
• In one of the latest developments, Cisco and Ericsson announced a partnership 

combining Cisco's product line with Ericsson's service organization with a goal of more 
than US$1 billion in new revenue for each company by 2018. The partnership aims to capture the 
immense revenue potential offered by service providers aggressively modernizing their 
broadband, TV and cellular networks to accommodate soaring OTT video consumption. The goal 
is to offer end-to-end leadership across network architectures for 5G, cloud and IP, and the 
Internet of Things. This is also seen as a decisive counter-measure to the significant threat posed 
by the merger of services giant Alcatel-Lucent with Nokia.3

• Motorola Solutions reported a 1% year-over-year drop in revenue in Q3 2015. North America, 
which generated 65% of the company's revenues in the quarter, grew 5% year over year, driven in 
large part by the US federal business, historically one of the most resilient of MSI's subdivisions. 
However, weakness in Europe/Africa (representing 15% of Q3’15 revenues and down 23% versus 
last year) and in Latin America (6% of Q3’15 revenues and down 22% versus last year), driven 
largely by macro-economic and currency challenges, provided the headwinds. The company’s 
gross margin improved marginally from 47.7% in Q3 2014 to 48.2% in Q3 2015. Additionally, the 
company reported a steep increase of 74% in net income year over year. This is due to a 28% 
reduction in operating expenses. Motorola has succeeded in bringing down its operating expenses 
significantly by leveraging cost-cutting initiatives and the strengthening dollar. Between 2012 and 
2014, the company's SG&A expenses have come down from US$1.5 billion to US$1.2 billion. 
During the same period, its R&D expenses have fallen from US$790 million to US$681 million. 
Both metrics have also declined relative to revenues.

3.  Seeking Alpha, 9 Nov 2015
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Q3 performance
Communications

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 0.48 149.4

LM Ericsson* 7.0 33.9% 367.6 0.11 31.8

Motorola Solutions Inc 1.4 48.2% 115.0 0.57 12.1

Nokia Corp** 3.4 42.8% 166.8 0.04 24.6

* SEK to USD exchange rate used for Ericsson is 0.1179 USD/SEK.

**EUR to USD exchange rate used for Nokia is 1.1123 USD/EUR.

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

Company Q3’14
Revenue

(US$ billions)
Gross margin 

(%)
Net income/(loss)

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

(US$ billions)

Cisco Systems Inc 12.2 59.9% 1,828.0 0.35 121.3

LM Ericsson* 7.8 35.2% 356.8 0.11 40.8

Motorola Solutions Inc 1.4 47.7% 66.0 0.27 15.3

Nokia Corp** 4.2 44.5% 960.3 0.19 31.1

* SEK to USD exchange rate used for Ericsson is 0.1439 USD/SEK.

**EUR to USD exchange rate used for Nokia is 1.3255 USD/EUR.
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Snapshot by subsector

Consumer Electronics
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Market analysis
Consumer Electronics

• The Consumer Electronics sector showed mixed results in Q3 2015, falling by 2.4% 
year over year but growing by 5.5% quarter over quarter. Among the companies under 
study, Apple was the only company that posted year-over-year growth (+22%). This was 
offset by declines posted by Toshiba (-13%), Sony (-10%), Philips (-8%) and Canon (-4%).

• Quarter-over-quarter growth was due to gains posted by Toshiba (+22%), Apple (+4%) and Sony 
(+6%), which offset the declines posted by Philips (-2%) and Canon (-3%).

• These mixed results are reflective of overall consumer wariness. After a volatile stock 
market correction in August, consumer confidence toward the overall economy remained almost flat 
in September, while expectations about technology spending rose slightly . The Consumer 
Electronics Association Index of Consumer Expectations (ICE), which measures US consumer 
expectations about the broader economy, increased 0.4 points from 170.1 in August to reach 170.5 in 
September. Despite only marginal improvement over the previous month, this is the highest ICE 
value recorded for the month of September in the last three years.

• In recent months, US consumer attitudes toward tech purchases have mirrored overall 
sentiment about the economy. The Consumer Electronics Association Index of Consumer 
Technology Expectations (ICTE), which measures consumer expectations about technology 
spending, climbed 2.1 points from 86.7 in August to reach 88.8 in September. However, year over 
year, the ICTE value for September remains lower compared to 90.2 in 2014.1

1. Consumer Electronics Association, Sept  2015
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Market analysis (continued)
Consumer Electronics

• Apple posted impressive 22% year-over-year growth in the third quarter with revenue of US$51.5 
billion compared to US$42.1 billion in Q3 2014. This growth was fueled by record third-quarter 
sales of the iPhone, as well as all-time records for Mac sales and revenue from services. Segment-
wise, iPhone sales were up 36% year over year and 3% quarter over quarter. Other Products (which 
include Apple Watch, Apple TV, Beats Electronics and iPod, among others) sales were up 61% year 
over year and 15% quarter over quarter, and Mac sales were up 4% year over year and 14% quarter 
over quarter. Revenue from services grew by 10% year over year and 1% quarter over quarter.

• This strong growth was partially offset by iPad sales, which declined by 20% year over year and 6% 
quarter over quarter. Geographically, Greater China saw a huge year-over-year growth of 99%, 
although sequentially it declined by 5%.
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Market analysis (continued)
Consumer Electronics

• Following an inquiry from the Securities and Exchange Surveillance Commission (SESC) of Japan, 
an Independent Investigation Committee in May 2015 initiated an investigation of Toshiba’s 
percentage-of-completion method, operating expenses in Visual Products business, valuation of 
inventory in Semiconductor business and parts transactions in the PC business. The committee 
found that certain members of top management, business unit heads and executive officials were 
involved in inappropriate accounting treatments. Overall, the company overstated its earnings by 
US$1.3 billion over a period of seven years (FY2009-FY2014). Since the investigation, Toshiba has 
initiated a restructuring plan, under which it will scale down its semiconductor businesses and exit 
packaged LED business.2, 3 In November 2015, it sold its image-sensor business to Sony.4 It has also 
sued five former executives seeking damages totaling US$2.4 million.5

• Toshiba has restated its financials for FY2009-FY2014 and also released Q1, Q2 and Q3 earnings of 
FY2015 which were pending due to the investigation. For Q3 2015, the company posted an 
operating loss of US$662.8 million amid falling sales. However, net income for the period was 
US$413.0 million owing mainly to a US$1.5 billion gain in Other Income (consisting of foreign 
exchange gains, gain on sale of securities, and gain on disposal of fixed assets, among others).

2.  Chicago Tribune, Oct 2015
3.  LEDs Magazine, Oct 2015
4.  Notebookcheck, Nov 2015
5.  Reuters, Nov 2015
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Q3 performance 
Consumer Electronics
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 63.9

*EUR to USD exchange rate used for Philips is 1.1123 USD/EUR.

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

Company Q3’14

Revenue
(US$ billions)

Gross
margin (%)

Net income /(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Apple Inc 42.1 38.0% 8,467 1.42 634.2 

Canon Inc 8.0 49.5% 534 0.47 37.1 

Philips* 7.0 32.9% (132) 0.14 29.0 

Sony Corp 17.4 38.5% (1,247) (1.14) 18.7 

Toshiba Corporation 15.6 24.1% 201 0.05 19.2 

*EUR to USD exchange rate used for Philips is 1.3255 USD/EUR.
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Snapshot by subsector

EMS/Distributors
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Market analysis 
EMS/Distributors

• The EMS sector saw mixed results this quarter. While average revenue declined by 
1.6% year over year, it increased by 3.2% sequentially. Average net income also declined 
by 11.3% year over year, but showed growth of 4.8% compared to last quarter. Foxconn posted the 
strongest sequential growth in net income at 38%.

• The quarter’s results indicate that neither the Electronic Manufacturing Services (EMS) approach 
nor the Original Design Manufacturer (ODM) model has enjoyed an appreciable advantage so far 
this year. The recent business model of contract manufacturers with hybrid 
capabilities is winning substantial amounts of both EMS and ODM business. Hybrid 
companies benefited from the rebound in demand for smart phones and tablets, as well as the 
uptick in momentum from traditional industries such as medical, industrial and transportation.1

• Worldwide personal and entry-level storage (PELS) shipments declined 13% year 
over year to 16.7 million units in the third quarter of 2015, but were up 10% 
compared to the previous quarter. Shipment values declined along with unit shipments, 
down 20% from a year ago to US$1.3 billion. The adoption of cloud storage has led to 
shrinking demand within the PELS market. For personal storage, the majority of 
shipments were products with 1TB and 2TB capacity points. Regarding interface, USB had the 
highest demand.2

1. Manufacturing Market Insider, Sept  2015

2. IDC, Oct 2015
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Market analysis (continued) 
EMS/Distributors

• In company news, Flextronics bought NEXTracker, a designer and builder of single-axis 
photovoltaic (PV) trackers, for US$330 million, including an US$85 million earn out. Flextronics 
acquired the company to further expand its solar capabilities in commercializing smart and 
connected energy technologies. Under the terms of the agreement, the initial cash consideration 
will be approximately US$245 million, net of cash acquired, with an additional US$85 million of 
potential contingent consideration upon achievement of future performance targets.3

• Arrow Electronics saw a decline in third-quarter 2015 net income of 26% year over year to 
US$109.2 million compared with net income of US$146.9 million. Sequentially it declined by 12%. 
Foreign currency changes and the lack of demand from Asia resulted in an approximate sales 
decline of $US280 million. The company also initiated stock buybacks of US$50 million during 
Q3’15. 

3.   Greentechmedia, Sept  2015
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Q3 performance
EMS/Distributors
Company Q3’15

Revenue
(US$ billions)

Gross margin 
(%)

Net income/(loss)
(US$ millions)

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

Arrow Electronics Inc 5.6 13.0% 109 1.15 6.7

Avnet Inc 6.9 11.4% 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* 32.3 7.2% 1,181 0.07 41.6

* TWD to USD exchange rate used for Foxconn is 0.0304 USD/TWD.

Company Q3’14
Revenue

(US$ billions)
Gross margin 

(%)
Net income/(loss)

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

(US$ billions)

Arrow Electronics Inc 5.6 13.0% 147 1.47 7.2

Avnet Inc 6.8 11.6% 128 0.91 5.8

Flextronics 
International Ltd 6.5 5.8% 139 0.23 6.2

Ingram Micro 11.2 5.8% 72 0.45 4.0

Foxconn* 31.7 7.1% 1045 0.07 50.2

* 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.
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Snapshot by subsector
Internet
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Market analysis
Internet

• The Internet subsector reported strong year-over-year growth of 13.1% in Q3 2015. 
However, on a quarter-over-quarter basis, the sector declined by 2.5%. The four top companies with 
year-over-year growth were Yelp (+40%), LinkedIn (+37%), Netflix (+23%) and Amazon (+23%). 
Quarter-over-quarter growth leaders were similar: LinkedIn (+10%), Amazon (+9%) and Yelp 
(+7%). eBay was the only company that experienced both year-over-year (-52%) and quarter-over-
quarter declines (-52%) due to the PayPal spin-off and sale of its ‘Enterprise’ business segment. 

• The third quarter of the year continued to see high profile security issues in the 
Internet sector. In July 2015, eBay fixed a security flaw that was being used to steal payment data 
from ecommerce sites that use Magento, an e-commerce platform then owned by eBay.1, 2 The 
company also faced a phishing scam in September 2015 where eBay usernames and passwords were 
being stolen through a spoof login form which was hosted on the genuine eBay domain 
ebaydesc.com.3 In August 2015, PayPal fixed a security flaw that could have facilitated the theft of 
unencrypted credit card details.4

• Google fixed several security flaws in Chrome and Android that could have enabled hackers to 
remotely manipulate, control or damage devices.5, 6 The company also replaced Google Wallet with 
Android Pay which brings more security features than its predecessor.7

1. Trend Micro, Jul 2015
2. Simple Helix, Jul 2015
3. Netcraft, Sep 2015
4. TechWorm, Aug 2015
5. US-CERT, Sept 2015
6. The Register, Aug 2015
7. Droidlife, Sept 2015
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Market analysis (continued)
Internet

• Interest in security technologies is increasingly driven by the high-impact nature of 
advanced targeted attacks, as well as elements of digital business, particularly cloud, 
mobile computing and IoT. This focus is driving investment in emerging offerings, 
such as endpoint detection and remediation tools, threat intelligence and cloud 
security tools, such as encryption.8 Google recently announced the launch of OnHub, a smart 
router for home that runs on the Google Brillo IoT operating system and supports Wi-Fi, 
BluetoothSmart, Thread and Zigbee.9 While traditional routers face security issues due to lack of 
firmware updates for older products, Google will issue regular, automatic updates for OnHub. In 
fact, the device will not run unless it has been updated with the latest and most secure version of 
Brillo.10 OnHub can also create a secure cross-platform communication layer that makes it 
compatible with both Brillo-based devices and other devices running on legacy or competing 
platforms.9

• Worldwide spending on information security will reach US$75.4 billion in 2015, an 
increase of 5% over 2014. Security testing, IT outsourcing, and identity and access management 
present the biggest growth opportunities for technology providers.8

• By 2017, over 20% of enterprises are expected to have digital security services devoted 
to protecting business initiatives using devices and services in IoT. In the IoT world, 
information is used to change the physical state of environments through devices that are not 
general-purpose computers but, instead, devices and services that are designed for specific 
purposes. As such, the IoT is at a conspicuous inflection point for IT security.8

8. Gartner.com, Sept 2015
9. Digital Transformation, Aug 2015
10. ZDNet, Aug 2015
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Market analysis (continued)
Internet

• On the July 17, 2015, eBay completed the distribution of the outstanding common stock of PayPal 
Holdings, Inc to its stockholders. Immediately following the distribution, PayPal became an 
independent, publicly traded company and is now listed on NASDAQ under the ticker symbol 
‘PYPL’. eBay continues to trade on NASDAQ under the ticker symbol ‘EBAY’. The spin-off of 
PayPal into an independent company is intended to allow eBay and PayPal to capitalize on their 
respective growth opportunities in the global commerce and payments landscape, and to create 
sustainable shareholder value.

• eBay also signed an agreement with a consortium of buyers led by Sterling Partners and Permira
Funds to sell its ‘Enterprise’ business segment. Enterprise includes the company’s ‘Magento’ 
business and provides commerce technologies, omnichannel operations and marketing solutions 
for general merchandise merchants. The exclusion of PayPal and Enterprise segment earnings 
reduced earnings (US$0.43/diluted share) and revenue (US$2.1 billion) over the prior year and 
quarter, but exceeded analysts expectations.

• Amazon announced that it is acquiring Elemental Technologies for US$500 million, one of 
Amazon’s biggest acquisitions to date.11 Elemental Technologies is a pioneer in software-defined 
video solutions for multiscreen content delivery. The acquisition brings together Elemental’s 
leading video solutions with the Amazon Web Services (AWS) Cloud platform to provide media 
and entertainment companies with a range of integrated solutions to efficiently and economically 
scale video infrastructures as the media industry increasingly moves to Internet-based delivery.12

The deal is expected to close in the fourth quarter of 2015.12

11. TechCrunch, Sept 2015
12. Elemental Technologies, Sept 2015
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Q3 performance 
Internet

Company Q3’15

Revenue
(US$ billions)

Gross 
margin (%)

Net 
income/(loss)

(US$ millions)

EPS Market cap 
(US$ billions)

Amazon 25.36 34% 79.00 0.17 240.08

eBay 2.10 79% 539.00 0.45 29.40

Google 18.68 62% 3,979.00 5.73 418.41

LinkedIn 0.78 86% (40.01) -0.31 21.95

Netflix 1.74 32% 29.43 0.07 44.13

Yahoo! 1.23 57% 76.26 0.08 27.17

Yelp 0.14 90% -8.08 -0.11 1.63

For additional financial information, please visit http://www.pwc.com/techscorecard and click  on the “Data explorer” box.
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Q3 performance (continued) 
Internet

Company Q3’14

Revenue
(US$ billions)

Gross 
margin (%)

Net 
income/(loss)

(US$ millions)

EPS Market cap 
(US$ billions)

Amazon 20.58 29% (437.00) 0.95 149.27

eBay 4.35 68% 673.00 0.54 70.50

Google 16.52 59% 2,813.00 4.36 398.94

LinkedIn 0.57 87% (4.26) (0.03) 22.48

Netflix 1.41 32% 59.30 0.96 27.07

Yahoo! 1.15 72% 6,774.10 6.7 40.57

Yelp 0.10 94% 3.64 0.05 4.29

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

• The Semiconductor industry had a pull-back in the third quarter, with companies 
under study posting a cumulative revenue decline of 4% year over year. Quarter over 
quarter, revenue was also flat.  Net income also took a dip, falling 9% year over year, but growing 
marginally by 2.6% quarter over quarter. Qualcomm had the toughest quarter, seeing a 44% decline in 
net income year over year and a 10% decline sequentially.

• Semiconductor revenue reached US$85.2 billion during the third quarter of 2015, a 
growth of 2% compared to the previous quarter, but 3% lower year over year. Global sales 
for the month of September 2015 were US$28.4 billion, 2% more than last month’s sales, but 3% 
lower than sales from September 2014. Overall semiconductor trends were clearly represented by the 
performance of the representative companies under study.

• Global semiconductor sales gained some strength in September, increasing compared 
to the previous month across all regional markets for the first time in more than a year. 
However, lower demand and currency devaluation led to lower year-over-year  sales numbers.

• Regionally, in September, Americas’ sales grew by 4% compared to August, while China 
was up 3% and Europe saw an increase of 2%. For Japan and Asia Pacific/All Other the 
growth was relatively flat at 0.5% and 0.1%, respectively. Year-over-year sales increased in 
China (5%), but decreased in Asia Pacific/All Other (-4%), the Americas (-4%), Europe (-11%) and 
Japan (-11%). 

• In support of free and open markets, a major deal was struck in Geneva at the World Trade 
Organization to expand the Information Technology Agreement to eliminate tariffs on next-
generation semiconductors termed MCOs and a wide range of other tech products.1

1. Semiconductors.org, Nov 2015
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Market analysis (continued)
Semiconductors

• Worldwide silicon wafer area shipments decreased during the third quarter 2015 when 
compared to second quarter area shipments.2 Total silicon wafer area shipments were 2,591 
million square inches in Q3’15, a 4% a decrease from the record amount of 2,702 million square 
inches shipped during the previous quarter. New quarterly total area shipments were flat when 
compared to third quarter 2014 shipments.2

• Quarterly shipments for the most recent quarter are on par with the same quarter last 
year, with total silicon shipment volumes for 2015 through the end of the third quarter 
higher relative to the same period last year.2

• In terms of company performance, Qualcomm revenues declined by 19% year over year and 7% quarter 
over quarter. Net income also dropped sharply by 44% year over year and 10% quarter over quarter. 
Qualcomm’s lower net income was due to a number of factors, including a US$975 million charge 
related to the resolution reached with the China National Development and Reform Commission 
(NDRC) regarding its investigation of violation of China’s Anti Monopoly Law in the second quarter of 
fiscal 2015. Progress striking new Chinese licensing deals has been slower than expected and a revenue 
mix shift towards chips with lower margin royalties also negatively impacted Q3’15 results.

• Applied Materials reported fourth quarter orders of US$2.4 billion, down 16% sequentially and up 7% 
year over year. Net sales were US$2.4 billion, down 5% sequentially and up 5% year over year. Gross 
margins were 41% and net income was U$336 million, up 16% year over year, but up sequentially just 
2%. The growth in net income was due to considerably lower provision for income tax this quarter 
compared to Q3 2014. 

2.  Semi.org, Nov 2015
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Q3 performance 
Semiconductors

Company Q3’15

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Intel 14.5 62.9% 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

Company Q3’14

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Intel 14.5 64.9% 3,317 0.66 169.2

Applied Materials 2.3 42.4% 290 0.23 25.6

Texas Instruments 3.5 58.4% 826 0.76 84.1

TSMC 7.0 50.5% 2,544 0.49 104.7

Qualcomm Inc 6.0 58.8% 1,894 1.11 126.5

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

• The Software subsector in Q3 2015 reported modest 3% year-over-year growth, but 
declined sequentially by about 2%. The year-over-year growth was mostly driven by Adobe 
(+21%) and VMware (+10%). On a quarter-over-quarter basis, again VMware (+10%) and Adobe 
(+5%) reported the strongest growth. However, the quarterly growth was offset by declines at Oracle 
(-21%), Microsoft (-8%) and Symantec (-0.1%). Microsoft reported both year-over-year and quarter-
over-quarter declines due to lower revenue from phones and other devices. Earnings were also 
negatively impacted by revenue deferral on Windows 10 licenses due to a shift to a ratable revenue 
recognition model.

• Worldwide spending on enterprise application software is expected to grow by 8% to 
reach US$149.9 billion in 2015, and to exceed US$201.0 billion by 2019. The majority 
of spending is going towards modernizing, functionally expanding or substituting 
long-standing business and office applications with cloud-based software-as-a-
service. The market segments with the highest growth potential in the next four years will be 
marketing, ecommerce and advanced analytics software.1

1. Gartner press release, Aug 2015
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Market analysis (continued) 
Software

• Meanwhile, the global public cloud computing market is expected to reach US$70.0 
billion in 2015, with the top 5 verticals (discrete manufacturing, banking, professional 
services, process manufacturing and retail) accounting for approximately 45% of the 
total spend for the market. The major opportunities for cloud within verticals come from the 
development of intelligent industry solutions, which are built on top of a new platform that includes 
cloud as well as big data and analytics, mobile and social. Furthermore, the ease of purchasing 
cloud-based solutions has helped transfer buying power from IT to functional lines of business like 
marketing, finance and operations.2 

• Chinese cloud service providers are expanding overseas as foreign competitors 
explore the possibility of entering China. Recently, Alibaba Group announced that it will 
make an additional investment of US$1.0 billion into its cloud computing unit Aliyun. The capital 
will be used to expand Aliyun’s international presence and support infrastructure, in addition to 
R&D in cloud computing, big data and the building of a business ecosystem. Aliyun has announced 
plans to set up data centers in the United States, the Middle East, Europe, Singapore and Japan. 
Other major Chinese cloud service providers are also deploying active data centers in overseas 
markets to expand their cloud operations globally. For instance, UCLOUD, QingCloud and Tencent
Cloud have announced plans to establish data centers in Hong Kong and North America. 3

2. IDC press release, Jul 2015
3.      IDC press release, Aug 2015
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Market analysis (continued) 
Software

• The digitization of ‘everything’ has given rise to a trend where data center hardware 
resources are being homogenized, and customized hardware platforms are shifting 
towards software control, orchestration and service delivery solutions. This demand has 
also resulted in the emergence of software-defined infrastructure (SDI) solutions, which operate 
independent of any hardware-specific dependencies and are programmatically extensible. The 
ongoing digital transformation will utilize integrated systems, flash storage and software-defined 
solutions to help enable automation functions in greater depth. Specifically and ultimately, software 
defined technologies have the potential to help make businesses more dexterous by injecting 
flexibility, agility and operational efficiency onto their IT infrastructure.3

• Oracle signed an agreement to acquire Maxymiser, a leading provider of cloud-based software that 
enables marketers to test, target and personalize what a customer sees on a Web page or app. It 
optimizes over 20 billion customer experiences per month for more than 250 prominent brands.4

• Microsoft announced a restructuring of its phone business, including the creation of the Windows 
and Devices Group. This is part of the company’s strategy to create a vibrant Windows ecosystem 
with a single set of experiences across first-party device family and original equipment 
manufacturer offerings. Part of this strategy involves focusing Microsoft’s phone devices on a 
narrower range of customer categories and differentiating through the combination of hardware 
and software.

3. IDC press release, Jul 2015
4.      Oracle, Aug 2015
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Q3 performance 
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% 174.5 0.34 39.6 

Intuit 0.7 76.7% (31.0) (0.11) 27.1

Microsoft 20.4 64.6% 4,620.0 0.57 353.5 

Oracle 8.4 78.1% 1,747.0 0.40 158.0 

SAP* 5.5 69.0% 998.8 0.83 86.5 

Symantec 1.5 82.4% 156.0 0.23 13.4 

VMware 1.7 84.6% 256.0 0.60 9.6 
*Euro to USD exchange rate used for SAP is 1.1123 USD/Euro.

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



PwC Technology Sector Scorecard
36

Q3 performance (continued)
Software

Company Q3’14
Revenue

(US$ billions)
Gross 

margin (%)
Net 

Income/(Loss)
(US$ millions)

EPS
(US$)

Market cap 
(US$ billions)

Adobe 1.0 84.3% 44.7 0.09 35.7 

Intuit 0.7 75.4% (84.0) (0.29) 25.1 

Microsoft 23.2 64.3% 4,540.0 0.54 382.7 

Oracle 8.6 80.4% 2,184.0 0.48 184.4 

SAP* 5.4 69.8% 1,116.3 0.93 86.3 

Symantec 1.6 82.8% 244.0 0.35 16.1 

VMware 1.5 84.0% 194.0 0.45 11.1 
*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
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Snapshot by subsector
Software Services
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• The global outsourcing market in Q3 2015 remained flat in terms of total contract 
value. However, the volume of contracts surged as enterprise buyers continue to push 
for shorter contracts at lower cost. A total of 344 contracts were signed during the quarter, up 
nearly 20% year over year, but down from the record 448 contracts signed in Q2 2015. Annual 
Contract Value (ACV) during the quarter  stood at US$5.6 billion, flat year over year, but down 9% 
compared to Q2 2015.

• New-scope contract ACV of US$3.8 billion was up 5% sequentially and 8% year over year. 
Restructured contract ACV of US$1.8 billion registered a 29% decline sequentially and a 13% decline 
year over year. Mega-relationship contract ACV of US$0.9 billion was up 126% sequentially, but 
declined 26% year over year.1

• The Software Services subsector in Q3 2015 reported strong year-over-year growth of 
6.7% and quarter-over-quarter growth of 2.2%. Year-over-year growth was spearheaded by 
Cognizant (+24%), whose acquisition of TriZetto in Nov 2014 has led to higher earnings compared to 
Q3 2014. Other companies that contributed to year-over-year growth include Infosys (+9%), HCL 
Technologies (+8%) and Tata Consultancy Services (+6%).

• On a quarter-over-quarter basis, the strongest growth was reported by Infosys (+6%), Cognizant 
(+3%) and Tata Consultancy Services (+3%). Computer Sciences Corp (CSC) was the only company 
that reported both year-over-year and quarter-over-quarter revenue declines of 12% and 2%, 
respectively. This was partly due to unfavorable currency movements that reduced CSC’s earnings. 

Market analysis
Software Services

1. The Global ISG (Information Services Group) Outsourcing 
Index, Oct 2015
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• Information technology outsourcing (ITO) ACV of US$3.6 billion dropped 23% 
sequentially and 15% year over year as large infrastructure deals gave way to smaller 
cloud and other ‘as a service’ contracts. On the other hand, business process outsourcing (BPO) 
ACV of US$2.0 billion was up 40% sequentially and 53% year over year, fueled by a sharp increase in 
contract center outsourcing and industry-specific BPO.

• At 165 deals with an ACV of US$2.4 billion, the Americas has now surpassed US$2.0 
billion in ACV for seven consecutive quarters. However, the region saw a continuing 
trend toward smaller contracts spread across a broad base of buyers. While ACV was 
down 12% sequentially and 1% year over year, the number of deals surged 42% sequentially and 31%  
year over year. The US market has seen the number of contracts increase 26% year over year, while 
ACV has grown 4% year over year. Among industries, Business Services, Retail and Travel & 
Transport posted strong ACV, while Financial Services and Energy pulled back spending.1

Market analysis (continued)
Software Services

1. The Global ISG (Information Services Group) Outsourcing 
Index, Oct 2015
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• Computer Sciences Corp (CSC) has agreed to combine its Computer Sciences Government Services 
(CSGov) unit with SRA International upon the spin-off of CSGov. Plans for the spin-off were 
announced in May 2015 and the transaction with SRA is targeted to close by the end of November 
2015. The combined company will become the largest pure-play IT services provider serving the US 
government sector, with combined FY2015 revenues of approximately US$5.5 billion and nearly 
19,000 employees.2

• CSC also announced that they will acquire Fruition Partners and Fixnetix Ltd. Fruition Partners is an 
enterprise service management solutions provider and a leading global integration partner for 
ServiceNow. Fixnetix is a specialized Managed Service Provider of low-latency solutions to capital 
market participants.2

• CSC also created a joint venture with HCL Technologies in July 2015 to serve global banking clients. 
CSC will provide its core banking, cards, payments and default management industry talent, software 
and product development expertise. HCL will provide capital investment, extensive experience in 
product engineering and application implementation services, as well as banking sales and client 
engagement expertise.3

• HCL Technologies is collaborating with IBM to jointly develop Internet of Things (IoT) solutions. 
Together, HCL and IBM will initially focus on specific verticals including Industrial & Manufacturing 
and Smart Facilities to co-develop innovative solutions around ‘Connected Products and Operations’ 
such as remote monitoring, smart inventory management and smart building & facilities 
management. The two companies will also set up an incubation center at Noida, India to develop 
these solutions for the targeted industries.4

Market analysis (continued)
Software Services

2. CSC.com, Aug 2015
3. The Economic Times, Jul 2015
4. HCL, Sept 2015
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• Infosys won five large deals with a total contract value (TCV) of US$983 million. In North America, it 
signed a three-year deal with TOMS Shoes to become its worldwide partner to maintain and develop 
its digital platform. It was also selected by Saks Fifth Avenue, an American luxury retail store chain, 
to deploy an Omni-channel solution. In Europe, Infosys entered into an agreement with ABB (a Swiss 
high-tech engineering multinational operating in robotics, power and automation) to roll out and 
manage a product compliance solution for ABB’s Low Voltage products. Infosys also entered into a 
strategic partnership with the Association of Tennis Professionals (ATP) to transform tennis fans’ and 
players’ experience by using the latest technological advances in mobility, cloud and analytics 
powered by the Infosys Information Platform. In India, Infosys won a US$210 million contract from 
the Goods and Services Tax Network (GSTN) to build and maintain the GSTN system for five years.

Market analysis (continued)
Software Services
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Q3 performance
Software Services

Company Q3’15
Revenue

(US$ billions)
Gross 

margin (%)
Net Income

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

(US$ billions)

Cognizant 3.2 39.3% 397.2 0.65 38.1 

CSC 2.7 27.4% 167.0 1.19 8.6 

Infosys 2.4 37.8% 281.0 0.23 43.6 

HCL 1.5 33.2% 263.7 0.19 21.3 

TCS 4.2 44.2% 932.0 0.47 78.4 

Company Q3’14
Revenue

(US$ billions)
Gross 

margin (%)
Net Income

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

(US$ billions)

Cognizant 2.6 39.2% 355.6 0.58 27.2 

CSC 3.1 28.3% 151.0 1.18 8.6 

Infosys 2.2 38.5% 292.0 0.89 34.6 

HCL 1.4 36.8% 307.2 1.74 19.6 

TCS 3.9 44.4% 872.0 0.45 87.4 

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

Systems and PC Hardware



PwC Technology Sector Scorecard
44

Market analysis
Systems and PC Hardware

• The Systems and PC Hardware subsector in Q3 2015 reported year-over-year 
revenue decline of 5.1%, led by IBM (-21%), Xerox (-18%) and HP (-7%). Gains posted by 
Lenovo (+17%) and EMC (+3%) were completely offset by the losses from IBM, Xerox and HP.

• On a quarter-over-quarter basis, the subsector revenues remained almost flat, with 
a minor growth of 0.6%. Growth posted by Lenovo (+13%), HP (+1%) and EMC (+1%)  helped 
overcome losses posted by IBM (-7%) and Xerox (-6%).

• Worldwide PC shipments totaled 73.7 million units in Q3 2015, 8% lower compared 
to last year. Desktop PCs continued to show weakness, with a high single-digit 
decline, while the segment that combines notebook PCs and premium ultra-mobiles (such as the 
MacBook Air and Microsoft Surface Pro) recorded a low single-digit decline.1

• PC prices rose about 10% in the last year, driven by the sharp appreciation of the US 
dollar against local currencies. In this quarter, this price increase was a major cause for 
lower demand. The impacted regions, which include EMEA, Japan and Latin America, posted 
double-digit declines in the third quarter.1

• Windows 10 launched in Q3 2015, but did not have the desirable impact on demand that was 
hoped for. It is expected to garner some demand in the December quarter with holiday sales.1

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

• Although the overall market continued to see double-digit declines, the top four PC 
vendors globally (Apple, Lenovo, Google, HP) performed much better than the rest 
of the market. Collectively, the top four vendors had a decline in shipments of 5% 
year over year. The advantages of scale, concentration on portable PCs, deeper penetration of 
distribution channels in emerging regions, as well as smaller vendors exiting the market all aided 
the largest vendors.2

• The US reported shipments of 17.3 million units, down marginally year  over year. 
HP retained its leadership position in the US followed by Dell, while Apple returned to the third 
spot. The EMEA region saw a double-digit decline as vendors continued to deplete Windows 8 
stock in preparation for shipments of new products for the holiday season. Currency fluctuations 
and ongoing economic and political issues also had an adverse impact on EMEA results.  
Asia/Pacific  also had lower demand due to currency impact on the region.2

• Reflecting overall market trends, IBM’s third-quarter net income from continuing operations was 
US$3.0 billion, a drop of 14% compared to US$3.5 billion in Q3’14. Total revenues from 
continuing operations for the third quarter of 2015 of US$19.3 billion were down 14% (down 1%, 
adjusting for currency and the charges related to divested ‘System x’ business) from the third 
quarter of 2014. 

2. IDC.com, Oct 2015
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Market analysis (continued)
Systems and PC Hardware

• In contrast, Lenovo reported revenue of US$12.2 billion in Q3 2015, a year-over-year growth of 
17% and a quarter-over-quarter growth of 13%. However, the company incurred a net loss of 
US$714 million compared to net income of US$262 million in Q3 2014 and US$101.9 million in 
Q2 2015. This is largely because Lenovo executed its business realignment plan in Q3 2015 that 
resulted in restructuring costs of US$599 million and one-time charges of US$324 million, 
totaling US$923 million. The restructuring plan is expected to help the company better focus 
resources, sharpen its business model and efficiently capitalize on market opportunities in 
mobile, PC and enterprise. 

• HP posted Q3 2015 revenue of US$25.7 billion, a year-over-year decline of 7%, but a quarter-
over-quarter rise of 1.4%. The quarter marked the end of their fiscal year (October 31) as well as 
the last day for HP to report as a single company. Effective November 1, HP became two 
companies: HP Enterprise Company and HP Inc. Net income for the quarter stood at US$1.3 
billion, a year-over-year decline of 1%, but a quarter-over-quarter jump of 55%. The sequential 
rise in net income is largely due to net tax benefits of US$803 million, which consisted of a 
separation related tax deduction, reversal of a previously recorded valuation allowance and write 
off of certain deferred taxes that will no longer provide any future benefits to HP Inc or Hewlett 
Packard Enterprise Company.
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Q3 performance 
Systems and PC Hardware

Company Q3’15

Revenue
(US$ billions)

Gross
margin (%)

Net income/(loss)  
(US$ millions)

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

EMC 6.1 61.0% 480 0.25 47.9

HP 25.7 24.7% 1,323 0.73 22.3

IBM 19.3 49.0% 2,950 3.03 140.6

Lenovo 12.2 13.0% (714) (6.43) 12.0

Xerox 4.3 22.8% (34) (0.04) 10.4

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

Company Q3’14

Revenue
($ billions)

Gross
margin (%)

Net income/(loss) 
($ millions)

EPS (US$) Market cap 
($ billions)

EMC 5.8 61.1% 587 0.28 59.1

HP 27.6 22.3% 1,330 0.70 66.7

IBM 24.3 52.7% 18 0.02 160.5

Lenovo 10.4 13.2% 262 2.49 15.5

Xerox 5.3 33.7% 266 0.22 15.0

Dell privatization completed on Oct 29, 2013.
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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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