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Samsung expects lowest profit in more than 3 years
S
EOULвЂ”Samsung Electronics
Co. said on Tuesday its thirdquarter operating profit is
estimated to have fallen to the lowest
level in more than three years, as
Galaxy handsets sales slow.
Samsung estimated that the median forecast of its July-September
operating income at 4.1 trillion won
($3.8 billion), lower than the median
of analystsвЂ™ estimate of 5.2 trillion
won according to FactSet, a financial
data provider. That is a 60 percent
plunge from record-high 10.2 trillion won a year earlier.
The South Korean companyвЂ™s
earnings preview highlights the
rapid decline of its mobile business
as lower sales of its top-end Galaxy
smartphones hurt sales at its component businesses, such as advanced
display called OLED, and heavy marketing costs undermine profits.
вЂњSmartphone shipments increased
marginally amid intense competition. However, the operating margin
Tech giantвЂ™s rise, fall and future
N
EW YORKвЂ”A plaque that reads вЂњBirthplace
of вЂ�Silicon ValleyвЂ™ вЂќ marks the garage in Palo
Alto, California, where Hewlett-Packard Co.
got its start in the late 1930s.
Bill Hewlett and Dave Packard became friends
studying engineering at nearby Stanford University.
At a time when working for larger corporations
was much more common, the pair formed their
own technology company at the encouragement
of a former professor.
The two tinkered with various gadgets until they
came up with an audio oscillator to produce and test
sound frequencies. The device was notable in the
use of a light bulb to simplify the circuit and reduce
costs. The Walt Disney Co. bought eight to produce
sound effects for its 1940 movie Fantasia. Over the
decades, HP expanded into microwave signal generators, medical devices and pocket calculators. It
introduced its first personal computer in 1980 and
later made printers for PCs.
It boosted its PC business with the $19-billion
acquisition of Compaq in 2002 and became the
worldвЂ™s largest PC maker in 2007.
But recently, HP has had its share of stumbles
and has failed to capitalize on important technology trends. HP paid $1.8 billion in 2010 to buy
smartphone pioneer Palm Inc. as customers began
shifting spending from PCs to Apple and Android
tablets and smartphones.
But HP was unable to turn critical acclaim for
PalmвЂ™s webOS technology into devices customers
wanted to buy. It shut down the business in 2011.
That same day, HP unveiled a $10-billion deal
to buy British business software maker Autonomy
to strengthen its portfolio of software and services,
which are more profitable than PCs.
But a year later, HP wrote off most of that purchase price after alleging that Autonomy had misrepresented its true value during sale negotiations.
AutonomyвЂ™s founder has denied the allegations. Just
months before that revelation, HP wrote down the
value of its services
business to reflect that
it overpaid in a $13-billion deal for Electronic
Data Systems in 2008.
HP has suffered
from simultaneous
management problems. Chief Executive Officer Mark Hurd was forced to
resign in 2010 in an ethics scandal, and his successor,
Leo Apotheker, was ousted less than a year later after
a string of disappointing earnings reports and the
botched handling of key strategy announcements.
Among other things, Apotheker announced
that HP was weighing whether to dump its PC divisionвЂ”leading to a period of uncertainty during
which HP lost additional ground to ChinaвЂ™s Lenovo,
the current top PC seller.
When Meg Whitman took over as CEO in 2011,
she said HP would keep the PC business after all. But
on Monday, HP announced that it was splitting off its
PC and printer business, allowing the growing business of selling software and services to have a better
chance to thrive as a separate company.
The move echoes IBMвЂ™s decision nearly a decade
ago to sell off its PC business to Lenovo and focus on
software and services.
Whitman, who has been leading the companyвЂ™s turnaround for the past three years, said
that HP has now shored up its business enough to
support the split.
She said the move gives the two companies
вЂњthe independence, focus, financial resources, and
flexibility they need to adapt quickly to market and
customer dynamics.вЂќ
The PC and printer business will use the name
HP Inc. and retain the blue and white logo. The
services business will be called Hewlett-Packard
Enterprise. Whitman will lead Enterprise and serve
as non-executive chairman of HP Inc. Current PC and
printer chief Dion Weisler will be CEO of HP Inc. AP
declined due to increased marketing
expenditure and lowered average selling price driven by reduced proportional shipments of high-end models
coupled with price decreases for older
smartphone models,вЂќ Samsung said
in a statement.
Uncertainty continues to cloud its
phone business during the current
quarter but it said вЂњthe company cautiously expects increased shipments
of new smartphones and strong seasonal demand for TV products.вЂќ
Samsung estimated sales for the
July-to-September period at 47 trillion won ($44.2 billion), a 20-percent
decline from a year earlier. Analysts
expected 50.4 trillion won.
Analysts have revised down their
expectations on SamsungвЂ™s financial
results as the Galaxy S5, released earlier this year, saw sluggish sales and
Samsung complained about a large
smartphone inventory as it failed to
predict demand correctly.
In January analysts estimated
SamsungвЂ™s third quarter operating
income to reach over 10 trillion won.
That expectation has been steadily
lowered to about half this month.
The steep decline in income,
likely the widest fall in SamsungвЂ™s
earnings history, shows how the
companyвЂ™s quick rise to the worldвЂ™s
top smartphone maker with the
Galaxy phones faces what might
be its biggest challenge. Its struggle
is apparent in both the high-end
phone segment where it competes
with Apple Inc. and the low-end
segment where it faces rising competition from the likes of ChinaвЂ™s
S
and Workday Inc. built their entire
business models around the cloud.
All have delivered impressive revenue growth that turned their stocks
into hot commodities.
Online storage services Dropbox
and Box have yet to go public. But
they have been minted with big valuations from venture capitalists who
believe they will thrive amid the increased usage of mobile devices and
cloud-computing services.
Meanwhile, Apple Inc. and Google
Inc. are prospering from the rise of
mobile devices now that their competing software systems вЂ” iOS and
AndroidвЂ”run most of the smartphones and tablets in the world.
Apple now reigns as the worldвЂ™s most
valuable company at roughly $600
billion while Google ranks third at
about $400 billion.
Google is developing another
way to make money off the cloudcomputing movement: leasing some
of the servers in its data centers to
mobile application and Web service
providers. Amazon.com Inc. has been
doing the same thing for an even longer period of time, enabling providers
to develop and introduce new cloud
computing services without having
to spend a lot of money on servers
sold by the likes of HP, IBM Corp.
be a significant threat to Samsung.вЂќ
The company moved the launch
schedules for the Galaxy Note 4, a
large-size smartphone with a stylus,
to late September from October after
Apple announced iPhone 6. It also
began sales of the Galaxy Note 4 in
China last month, getting an early
start in the worldвЂ™s most populous
country before Apple.
Last month, Samsung also received upbeat initial responses to
its Galaxy Note Edge smartphone,
a smartphone with a curved side
screen that can display weather,
news, apps and other information.
But the supply volume for the Edge
smartphone will be limited, likely
not giving a big boost to its earnings,
analysts said.
Samsung did not disclose net income in its quarterly earnings preview. Full financial results are to be
released later this month. AP
Can Hewlett-Packard survive the tablet trend?
S
A N FR A NCISCO вЂ”Personal computer sales have
been in a slump for years,
as customers flock to increasingly powerful smartphones,
tablets and other mobile devices.
Now Hewlett-Packard, the
Silicon Valley stalwart that was
once the worldвЂ™s biggest seller of
personal computers, is splitting
off its PC and printing businesses.
It is the latest shakeup in a tech
industry thatвЂ™s being reshaped by
the mobile revolution.
IBM sold its PC business years
ago. Dell took its struggles private.
Can an HP spinoff focused on personal computing thrive?
вЂњThereвЂ™s a significant transformation going on in that industry,
and maybe now HP can make its
move,вЂќ said Forrester tech analyst
Peter Burris, one of several analysts who say the iconic tech giant
will need to get better at building
and selling mobile gadgets if it
wants the new spinoff to succeed.
HP has stumbled in previous efforts to sell those devices.
HPвЂ™s split is a sign that Chief
Executive Officer Meg Whitman
sees more growth and profit opportunity in selling commercial
tech products, including datacenter hardware, business software and cloud services, some
analysts say. ThatвЂ™s the business
she plans to lead, as chief executive of a new company dubbed
Hewlett-Packard Enterprise.
That puts more pressure on the
HP Inc. spinoff, which will be led
by current PC and printing executive Dion Weisler as chief executive officer. Though it was once the
world leader in both segments, HP
is now second to ChinaвЂ™s Lenovo
in PC sales.
Tablets now out-sell laptop
computers. And no other major US
tech company is focused on selling
only PCs. Apple Inc.вЂ™s growth in recent years has been fueled by the
phenomenal success of its iPhone
and iPad devices. Dell also sells
commercial computer hardware
and software. Even Lenovo is purchasing IBMвЂ™s server business and
taking over the Motorola smartphone division from Google Inc.
PC sales are not going away
entirely, to be sure. There are still
some cases where PCs are more
useful than smaller-screen devices, especially in the workplace,
said Bob OвЂ™Donnell of TECHnalysis Research. The industry sold
more than 310 million desktop
and laptop computers last year,
and one out of six were sold by
Palo Alto, California-based HP.
However, global sales fell 10
percent in 2013 and are likely to
fall another 4 percent this year, according to the IDC research firm.
PC sales should level off in 2015,
forecasts OвЂ™Donnell.
вЂњThey can be profitable,вЂќ he
said, вЂњbut itвЂ™s a stable, flat kind
Mobile revolution shakes up Silicon Valley
AN FR ANCISCOвЂ”Smartphones, tablets and other gadgets are not just changing the
way people live and work. They are
shaking up Silicon ValleyвЂ™s balance
of power and splitting up businesses.
Long-established companies such
as Hewlett-Packard Co. and eBay
Inc. are scrambling to regain their
footing to better compete against
mobile-savvy trendsetters like Apple
and Google, as well as rising technology stars that have built businesses
around вЂњcloud computing.вЂќ
That term covers a swath of Internet-driven services that shifted
technology from the days software
users paid a one-time fee to buy and
install programs on individual machines where they also stored all their
data on hard drives.
But with the advent of the вЂњcloud,вЂќ
people can now rent software to use
over the Internet. This enables customers to access documents, pictures
and other vital information from any
kind of Internet-connected device, a
convenience that has become a necessity during the past few years as
people increasingly rely on smartphones and tablets instead of laptop
and desktop computers.
Business software makers such
as Salesforce.com Inc., VMware Inc.
Xiaomi and Lenovo.
Its handsets no longer possess
the key benefit that helped steal
consumers away from rivals, such
as bigger screens, as rivals release
smartphones with larger displays.
Analysts say the bigger iPhones
released last month will likely take
away SamsungвЂ™s consumers in the
US who have chosen Galaxy phones
for bigger screens. In emerging markets like India and China, SamsungвЂ™s
smartphone sales were overtaken by
local rivals.
Samsung needs to revamp the designs of its phones, said Lee Seungwoo, an analyst at IBK Securities Co.,
as consumers are feeling вЂњfatigueвЂќ
with the design factors in the Galaxy
phone series.
вЂњRather than seeking stability,
Samsung should seek to distinguish
[its phones] with GalaxyвЂ™s design
policies,вЂќ he said. вЂњThe iPhone 6 will
and Oracle Corp.
The rise in mobile popularity has
taken a big bite out of personal computer sales. ThatвЂ™s slammed Silicon
Valley pioneer HP, once the worldвЂ™s
biggest seller of PCs.
Since Apple ignited the tablet market with the 2010 release of the iPad,
the annual revenue in HPвЂ™s personal
computer division has plunged by
more than 20 percent. That downturn is a key reason why HPвЂ™s market
value has fallen by about $55 billion,
or 40 percent, since the iPadвЂ™s release.
In an effort to adapt, HP said on
Monday (Tuesday in Manila) that it
will split off its PC and printer operations and form a separate company
tailored to business software and
services for the cloud-computing age.
The spin-off is something HP
originally explored three years ago
only to back off after CEO Meg Whitman concluded the company would
be stronger if it held on to the PC
division.
That conclusion reflected a longstanding belief that companies are
generally better off when they have
an array of products to appeal to the
various needs of different customers.
HP and other large companies
are вЂњstruggling to compete against
younger upstarts,вЂќ says longtime
Silicon Valley observer Paul Saffo.
вЂњOnce upon a time, scale and size
were a competitive advantage. Now,
they are a problem.вЂќ Last week online marketplace eBay announced a
similar spinoff. After rejecting the
notion earlier this year, it decided to
unleash its online payment service,
PayPal, to give it a better chance to
compete against threats posed by
other mobile-payment options.
Most analysts believe AppleвЂ™s decision to introduce its own mobile
payment service, Apple Pay, on the
new iPhones released last month
prompted eBay to finally cut PayPal loose.
вЂњIs this the beginning of a trend?вЂќ
wonders Bob OвЂ™Donnell, chief analyst at TECHnalysis Research. вЂњWe
saw a lot of tech firms become conglomerates. At a certain point in
any market, the pendulum starts to
swing back the other way. You start
to sell off pieces because it becomes
unmanageable as a business.вЂќ
Yahoo Inc., a long-struggling company that built one of the InternetвЂ™s
best-known brands, currently faces
pressure from activist investor Starboard Value LP to make changes such
as spinning off its lucrative stakes in
two Asian companies, Alibaba Holding Group and Yahoo! Japan. AP
of market.вЂќ
Printer ink has been a major
source of profit for HP in years
past. But printing also is a stagnating business, as more people
store photos and files online and
view them primarily on their
phones and tablets. Even so, tying the printing business to PCs
should provide a stable source of
revenue for HP Inc. for some years
to come, said tech analyst Patrick
Moorhead of Moor Insights and
Strategy.
HP also could expand that
business to include 3D printing
systems and home networks for
Internet-enabled thermostats and
other gadgets, since many printers
today are part of a home network,
he added.
Jettisoning PCs doesnвЂ™t necessarily make Hewlett-Packard Enterprise is a slam dunk. Analysts
say HP has some good data-center products, but Whitman faces
challenges in upgrading its commercial software and technology
services businesses.
вЂњDoes this mean a new dawn is
here for Palo Alto?вЂќ Burris asked.
вЂњNo, it doesnвЂ™t. It means that HP
is going to have to do a lot of hard
work to prove itself.вЂќ
Hewlett-Packard has posted
revenue declines in 11 of the
past 12 quarters and laid off tens
of thousands of people in recent
years as it attempts to cut costs.
During its most recent quarter
HP reported revenue of $27.6
billion, a 1-percent annual gain.
It marked HPвЂ™s first year-overyear increase in quarterly revenue since late 2011. Printers and
PCs contributed roughly half the
companyвЂ™s annual revenue, with
the rest coming from commercial
computer systems, software and
technology services.
HP first considered breaking
off the PC unit three years ago,
when Leo Apotheker was chief
executive officer. But the idea
was controversial and Whitman
rejected it after she took his place
in 2011 and launched a lengthy
turnaround. She said on Monday
that HP has now shored up its
business enough to support the
split. The company believes the
two new units will be worth more
separately and be able to grow
more quickly apart than they can
together.
HP is expected to complete
its latest round of layoffs, between 11,000 to 16,000 people,
this month. Total job cuts will
now stand at 55,000, up from a
planned 50,000. In an interview
with CNBC on Monday, Whitman left open the possibility for
further layoffs as the separate
businesses determine their cost
structure going forward.
HP shares rose almost 5 percent to close at $36.87. The stock
is up nearly 32 percent since the
beginning of the year. AP
Hilton sells Waldorf Astoria
NY to Chinese insurance firm
M
CLEAN, VirginiaвЂ”Hilton Worldwide is
selling the Waldorf Astoria New York
to Chinese insurance company Anbang
Insurance Group Co. for $1.95 billion.
Hilton will continue to manage the storied
hotel for the next 100 years as part of an agreement with Anbang.
The Waldorf Astoria New York has restaurants
including Peacock Alley, Bull and Bear Prime
Steakhouse and OscarвЂ™s. The companies said on
Monday that the property will undergo a major renovation. In March 1893, millionaire William Waldorf Astor opened the 13-story Waldorf
Hotel. The Astoria Hotel opened four years later.
The Waldorf Astoria New York, on Park Avenue
in Manhattan, opened in 1931, according to the
companyвЂ™s web site. At the time it was the largest
hotel in the world. The hotel became an official
New York City landmark in 1993.
Hilton Worldwide plans to use proceeds
from the hotelвЂ™s sale to buy additional hotel assets in the US.
Hilton Worldwide Holdings Inc. was taken
private in 2007 by private-equity firm Blackstone
Group LP. The hotel chain returned to public stock
markets in December 2013. The McLean, Virginia,
company is the worldвЂ™s largest hotel group with
more than 690,000 rooms across 93 countries
and territories.
Aside from Waldorf Astoria Hotels & Resorts,
its brands include Hilton Hotels & Resorts, DoubleTree by Hilton and Embassy Suites Hotels. AP
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