Webscale Network Operators: 2Q20 Market Review

About the report:

MTN Consulting’s WNO Market Review analyzes network infrastructure spending and technology
evolution of webscale network operators. The goal is to help vendors understand and plan for the
needs of their customers and help network operators deploy their technology budgets wisely.

Scope of the report:
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Companies covered:

e Alibaba o Altaba
Alphabet e ChinaCache
Amazon e Cognizant
Apple e eBay

Baidu o Fujitsu
Facebook e HPE
Microsoft e IBM
Tencent e JD.COM

Top 8 WNOs
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Global coverage with company-level drilldowns of 20 companies
Company-level annualized and quarterly trends across 29 financial data series
Network-related spending estimates at market- and company-level, across quarters
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Trend analysis summary of how the overall market and key operators have evolved and performed
over the full year (2019), latest quarter, and twelve-month period ending 2Q20. A few metrics

analyzed are as below:

¢ Revenue growth trends
e Sector and company profitability trends

e Business mix, spending, and net PP&E per employee trends

This report i focused on Webscale: Nelwiork Operalors (WNOs), 1WNOS are web-Geniric comparies who own and operate farge muli-country commurications networks basect upon hyperssale dala centers and submarine cabies, Webscale
operatars may also own acoess networks, bypically using fied satelie or fber, WNOs buld networks (o support feir core businesses, which comprise digital advertising, online relail, loul igital media and conient senvices, and olher

digtal-based senvices. The webscale segment excludes companies with digial business modeis who rely primarily on rented cloud capacity or co-localian space. Twitter, for Instance, Is nof a webscale operatar, as lis network relies on a mix
of rented space in carier-neutral daia centers and renfed cloud resources from Goage. By conirast, Apple is webscale; although it has parinerships with GCP and AWS for cloud caparity, Apple owns several large data centers, and is

bullding mere.

2Q20 Results Commantary.

Key metrics: Growth rates 2G2012Q118 vs. 2011-2019

Click hers to view data table
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The webscale: sector has been posting double-diglt op-ine greavtn far many years, Wi the
trend persisting Into recent imes. From a 2011 hase of $641148, revenues grew an average
annual rate of 10.8% through 2019, Revenue growin rate was faster an an annualized basis
ending 2020, up by 13.5% YoY.
With respect to technolagy spending, annualized R&DYs growth putpaced revenues' in 2020
16.0%, i on par wih its oW average gn %) during 2011-18. RAD
urt, Yo¥ 10 2.62 millon In
ase growth in 2020, adding
uith, Despite the hype about
ecommerce piayers’ nierest in autmation and rabolcs, e business moreis stil fely on
human beings.
After staging a rebound in 1020, annualized capex just fel shor of 2 double-digh rise fo
[ Is0 drove the technolagy piece of capex {Network, IT,
and Sotware) which targ GT0NS mare Ihan new dala canter consinction.
Annualized net profis s robust 12.8%, much higher than the average net profit
grawth per year of 10,2% during the 2011-18 perod, Net PPAE grew siower In 2G20
(17.5%) than 2011-19 period (22.2%), while: he sector's cash from operations’ orowth was
16.6% on an annualized basis,
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Top 8 WNO Analysis:

A dynamic and interactive dashboard showing key stats for the “Top 8 WNOs”, featuring following
metrics:

e Quick facts and operational scale metrics

e Data center footprint plotted on a world map for each of the Top 8 WNO

¢ Revenue and spending trends by company for a clear view and understanding of trend over
the latest 12 quarters

o Key webscale-related businesses based on MTN Consulting’s taxonomy

¢ Interactive and intuitive timeline that plots top 10 recent acquisitions and stake purchases —
Use the toggle feature between “Acquisition” and “Stake Purchase” for a clear view and
understanding
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How have this company’s revenues, spending, and headcount evolved over the years?
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Company Drilldown:

Deep-dive view of how the entire set of 20 companies have performed in the latest quarters around
the following four key themes:

e Earnings: What are the topline revenue and profitability trends in the recent quarters?

e Spending: How much is the operator spending on in-house research efforts vs. building its
infrastructure (Capex)? Where does the operator stand vs. peers in terms of spending on
network & IT?

o Workforce & Productivity: How much has the employee strength grown? On a per employee
basis, how big is the company’s asset and revenue base, and how much free cash flow does
it generate?

o Debt level: After accounting for its cash and liquid assets, what is the company’s Net Debt?

Salact Company, 1<«
MICROSOFT

EARNINGS: \What are ine fepline revenus and profiabilly trends in recent uarters? Click here to view data table l

Revenues (USSM) & YoY growth (%), single-quarter Revenues, annualized (USSM) Annualized profitability margins.
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Related Reports:

1. Building the cloud: Webscale network supply chain analyzer (2020 edition)

2. Webscale Playbook: Tencent



https://www.mtnconsulting.biz/product/building-the-cloud-webscale-network-supply-chain-analyzer-4/
https://www.mtnconsulting.biz/product/webscale-playbook-tencent/

