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Though sprinkled with some high spots during 2015, the electronics industry as a
whole mirrored 2014 in terms of relatively flat revenue and growth.

Imost 10 years out from the 2007-09 sub-prime
mortgage financial crisis, the U.S. economy has
yet to show a full recovery. For 2015, the econo-
my expanded at a rate of 2.4%, below the average

1947-2016 annual rate of 3.23% according to the U.S. Bureau

of Economic Analysis.

China’s slowdown plus weakness in commodity-depen-

INDUSTRY GAINS IN KEY AREAS

dent emerging market economies
caused commodity prices to fall.
Export shipments weakened due
to the strength of the dollar, and
after six years of continuous annual
gains, the U.S. stock market pretty
much flattened out.

Oil prices, which began dropping
in 2014, hit an 11-year low in De-
cember 2015. While this appeared
to imply more disposable income
for consumers, the end result was
that consumers did not spend but
rather increased their savings rates.

In addition, the Fed raised inter-
est rates in December 2015 for the
first time in a decade after delaying

it from September, if only by a quarter of a point, to fight in-
flation. The actual effect may have been to slow housing and
investment down by increasing the cost of borrowing and fur-
ther reduce exports by further strengthening the dollar.

2015 SHOWS LITTLE TOP-LINE MOVEMENT FROM 2014

Fiscal 2015 | Fiscal 2014
(LR vs.2014 | ys.2013
Employee growth 0.4% 0.4%
Sales growth 0.6% 3.5%
Pretax income growth 8.4% -7.9%
Pretax margin 1.0 i B s
improvement ' D PIS.
Long-term debt-to-equity 17.4 Z12 3 i
ratio improvement ' P,
Research & development 279 519%
expense e e
ED Reader Profile Survey 305 167
number of respondents
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The “Industry Gains in Key Areas” table compares collec-

tive data between fiscal 2015 ver-
sus 2014 for our current group of
89 companies.

Both sales growth and employ-
ment stayed basically flat year over
year, and while pretax income and
pretax margin showed marked im-
provement, their gains basically
made up for last year’s declines.

Collective debt-to-equity ratio
improvement was significant, too,
but it also offset the erosion from
last year. However, at 43.9% for fis-
cal 2015, debt repayment and refi-
nancing should not be an issue as
long as the low-interest-rate envi-
ronment continues and long-term



Fiscal 2015

debt can continue to be used to fund growth. If interest rates
go up, though, trouble looms.

While R&D investment grew at almost a 3% rate and higher
than sales, we don't like to see the decrease versus last year’s
rate.

It appears that fiscal 2015 brought more of the same since
the financial crisis of 20-2009. Some ups, some downs, but
no real traction for sustained high growth. We're at the point
where continued productivity gains are becoming elusive. Has
the spirit of Moore’s law finally come to an end?

Any gains in corporate profitability are not being passed
down to the average worker, with wage increases continuing
to be minimal. Employment growth has been encouraging at
times, such as the June 2016 growth of 287,000 jobs, but keep
in mind that May 2016 saw a jump of only 11,000. And despite
the fact that unemployment now sits at 4.9%, a number of the
workers who rejoined the full-time work force had to accept
substantially lower-paying opportunities and many others
have only been able to find part-time work.

While Brexit has brought global interest rates down even

EMPLOYERS

Company Name

lower, the “feel” remains the same: Companies still appear
reluctant to invest and the average worker feels like wage in-
creases are almost nonexistent.

THE REST OF 2016—NOTHING REALLY NEW HERE

According to the Conference Board, real GDP is expected
to grow at 1.9% for the next two quarters and at 1.7% annu-
ally for 2016, versus 2.4% in 2015. Real consumer spending
at 2.2% for the rest of 2016 implies an annual growth rate of
2.5%, below 2015s 3.1%. Housing starts should show a 1.7%
increase versus 2015 levels, maintaining their positive trend.
Net exports continue to decline another 4.3% versus 2015 due
to the strong dollar.

Real capital spending will decline by 0.9% versus a 2.8% in-
crease in 2015, largely due to the 6.2% first-quarter decrease.
Slow productivity gains are reducing profitability, which is im-
pacting capital investment and wage increases. With sales flat,
China’s growth slowing down, Brazil in recession, the uncer-
tainty of Brexit, and more expensive exports, investment has
stalled other than for replacement purposes.

Total Company

3ﬂ Company Name

Rank Line Score
1 BROADCOM LIMITED 78 LINEAR TECHNOLOGY CORP. 66
2 CADENCE DESIGN SYSTEMS INC. 77 INTEL CORP. 66
3 APPLE INC. 75 SEAGATE TECHNOLOGY PUBLIC LIMITED CO. 65
4 CIRRUS LOGIC INC. 74 28 APPLIED MATERIALS INC. 65
4 ANALOG DEVICES INC. 74 30 RAMBUS INC. 64
4 MEDTRONIC INC. 74 31 CYPRESS SEMICONDUCTOR CORP. 63
7 FORD MOTOR COMPANY 73 32 GENERAL DYNAMICS CORP. 62
7 COMCAST CORP. 73 32 HARRIS CORP. 62
9 VERIZON COMMUNICATIONS INC. 72 32 EMC CORP. 62
9 RAYTHEON COMPANY 72 35 ITT CORP. 61
9 HONEYWELL INTERNATIONAL INC. 72 35 MICROSOFT CORP. 61
12 AT&T INC. 71 37 MICROCHIP TECHNOLOGY INC. 60
12 LAM RESEARCH CORP. 71 87 WHIRLPOOL CORP. 60
14 TEXAS INSTRUMENTS INC. 70 39 BOSTON SCIENTIFIC CORP. 58
15 NORTHROP GRUMMAN CORP. 68 39 ROCKWELL AUTOMATION INC. 58
15 LOCKHEED MARTIN CORP. 68 41 THERMO FISHER SCIENTIFIC INC. 57
15 THE BOEING COMPANY 68 42 XILINX INC. 56
15 SYNOPSYS INC. 68 42 QUALCOMM INC. 56
19 TERADYNE INC. 67 44 GENERAL MOTORS CO. 55
19 LEAR CORP. 67 44 GENERAL ELECTRIC CO. 55
19 TEXTRON INC. 67 44 3M COMPANY 55

22 VISTEON CORP. 66 44 NATIONAL INSTRUMENTS CORP. 55
22 CISCO SYSTEMS INC. 66 44 MICRON TECHNOLOGY INC. 55
22 HARMAN INTERNATIONAL INDUSTRIES INC. 66 49 JUNIPER NETWORKS INC. 54
22 ROCKWELL COLLINS INC. 66 49 WESTERN DIGITAL CORP. 54

2 ELECTRONICDESIGN..COM




Kiplinger’s economic forecast calls for slower job
growth for the rest of 2016 despite the strong addition of

TOP 10 OEM EMPLOYERS

287,000 jobs in June, which represented a huge bounce Compan Fiscal 2015 | Fiscal 2015
back from just 11,000 new jobs added a month earlier. pany OEM rank overall rank Category
Monthly job growth is likely to range from 150,000 to CADENGE DESIGN :
1 2 Test equipment
200,000—]less than the average 229,000 jobs added per SYSTEMS INC.
month in 2015. CIRRUS LOGIC INC. % 4 PIULEO
According to the U.S. Census Bureau’s Retail Trade SN
report, retail sales will increase around 4%, down from ANALOG DEVICES INC. 2 4 Cotr)nponer;)tls_ &
2015’s 4.8% due to lower new car sales. The increase is subassembles
mainly from online stores (+12.2% in May), as brick- SYNOPSYS INC. 4 14 g&')g‘;ggrirgﬁei‘
and-mortar department stores continue to struggle :
. e . TEXAS INSTRUMENTS INC. 5 15 Test equipment
(-5.8% in May). Consumers are optimistic but cautious.
. Avionics & space;
None of tbe ab(?ve suggests a favorable e'nv1ronment ROCKWELL COLLINS ING. 6 99 qovernment &
for substantially increased capital spending or con- military electronics
sumer spending, which accounts for around 67% of LINEAR TECHNOLOGY ) ” Components &
total U.S. economic output, at least not enough to spur CORP. subassemblies
significant GDP growth. Thus, 2016 may very well be
& & ¥ very INTEL CORP. 6 22 L g
more of the same. subassemblies
RAMBUS INC. 9 30 P
WIRED PRODUCTS PUSH BROADCOM TO NO. 1 subassemblies
Sitting atop our Top 50 is Broadcom Limited CYPRESS 10 31 Components &
(AVGO), the successor to Avago Technologies. Fol- SEMICONDUCTOR CORP. subassemblies

lowing Avagos acquisition of Broadcom Inc. on Feb.
1, 2016, Singapore-based Broadcom Limited became the ulti-
mate parent company of Avago and BRCM.

To achieve cost savings by divesting non-core segments,
Broadcom and Cypress Semiconductor announced on April
28 the signing of a definitive agreement under which Cypress
will acquire Broadcom’s wireless Internet of Things (IoT) busi-
ness and related assets. The all-cash transaction was valued at
$550 million.

Broadcom Limited’s products cover a wide range of semi-
conductors. They include chips for wireless and wired com-
munications, as well as optoelectronics, radio-frequency and
microwave components, power amplifiers, and application-
specific integrated circuits (ASICs, i.e., custom chips). The
company’s thousands of products are used in myriad appli-
cations, including mobile phones, data-networking and tele-
communications equipment, consumer appliances, displays,
printers, servers and storage networking gear, and factory
automation.

The company has four reportable segments: wired infra-
structure, wireless communications, enterprise storage, and
industrial & other, which align with its principal target mar-
kets. Wired infrastructure is by far the largest segment (58%
of revenues), followed by wireless communications (22%) and
enterprise storage (15%). Positive market trends are driving
long-term growth in each of these markets:

Wired infrastructure
« Cloud, social media, and video streaming

« Big data and data analytics
« Rapid evolution of the connected home

Wireless communications

« LTE Advanced/carrier aggregation

« Increasing RF bands per phone

» Mobile connectivity and high-speed Wi-Fi

Enterprise storage

« Data center—higher reach/bandwidth
» Massive growth in cloud storage

« Exponential digital universe growth

Industrial & other

« Increased factory automation

« Energy efficiency/energy conversion
» Emerging markets

Broadcom’s net revenue was $3.5 billion, an increase of 100%
from $1.77 billion in the previous quarter and an increase of
119% from $1.6 billion in the same quarter last year. Hock
Tan, president and CEO of Broadcom, says, “We delivered sol-
id second-quarter revenue, while exceeding EPS expectations
for our first-quarter operating as a combined company. Our
increased scale and diversity is already proving very resilient,
with strong product cycles in our now largest segment, wired,
offsetting weaker demand in our enterprise storage and wire-
less segments. We are expecting a robust third quarter, led by
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strong growth in wireless revenue,
and continued strength in wired

PERCENTAGE OF COMPANIES THAT
SAW GROWTH IN KEY AREAS

Furthermore, average annual es-
timated EPS growth for the next

networking, and remain confident Fiscal 2015 | Fiscal 2014 five years continues to be strong at

in our ability to leverage earnings Category vs.2014 vs.2013 18%.

growth as we work toward full in- Sales growth 15% 70% The company achieved 60%

tegratlf)n and acjnevement of our T 12% 57% gross margins for five .consecutlve

operating model. P— m 9% 187, quarters, an impressive accom-
Wired Infrastructure experi- M e = 2 plishment. In addition, the compa-

enced strong demand in standard Rl R e ny’s margins, growth rates, and re-

switching and routing products,
including very strong traction for the new Tomahawk switch-
ing and Jericho routing platforms, especially from cloud and
service provider end customers. The company also saw strong
demand for broadband products from set-top box refreshes
driven by the startup adoption of 4K video. Service providers
continue to invest in broadband access infrastructure, includ-
ing ongoing fiber-to-the-home build-out in China, as well as
DSL and cable modem build-out in Europe.

Growth is expected to resume in its custom ASIC business,
driven by increasing shipments to wireless base stations and
a product ramp-up into new data-center switches. AVGO’s
standard ASSP (application-specific standard parts) switch-
ing, routing, and physical-layer products are getting a boost
from enterprise demand.

The wireless-communications segment experienced a no-
ticeable slowdown in demand from large North American
smartphone customers due to seasonal product lifecycle-re-
lated reduction in shipments. This was partially offset by an
increasing shipment to a large Asian handset OEM.

The rest of the year should show strong growth in this seg-
ment as Apple ramps up for the iPhone 7. Broadcom is al-
ready producing RF filters for the phone, which it will start
shipping in September with at least 20% content growth in the
new model. According to BARRON’S, Tai-
wanss Economic Daily said on May 23 that
Apple had asked its suppliers to produce 72

MOST IMPROVED
COMPANIES, 2014-2015

turn on capital have been above the
industry median, its sector median, and the S&P 500 median.

IOT SPURS CADENCE’S RISE UP THE CHARTS

Our second-ranked company, Cadence Design Systems
(CDNS), helps engineers pick up the development tempo to
support the newly connected and application-rich world we
live in. It's a market leader in electronic-design-automation
(EDA) software and semiconductor intellectual property (IP),
offering custom/analog tools that help engineers design the
transistors, standard cells, and IP blocks within systems-on-
a-chip (SoCs).

Cadence’s digital tools automate the design and verification
of gigascale, gigahertz SoCs at the latest semiconductor pro-
cessing nodes. Its IC packaging and PCB tools permit the de-
sign of complete boards and subsystems. And a growing port-
folio of design IP and verification IP is available for memories,
interface protocols, analog/mixed-signal components, and
specialized processors.

Customers have included Pegatron, Silicon Labs, and Texas
Instruments. Based in San Jose, Calif., Cadence gets about
55% of its sales from customers outside the U.S.

The company is well-positioned to benefit from the IoT,
whose technology involves complex circuits. Cadence pro-
vides the software that allows its customers
to design and produce them.

The 2016 Ericsson Mobility Report proj-

to 78 million new iPhones by the end of the Eompary Riseinthe | ects that IoT sensors and devices will ex-
year, the highest production target in about ranks ceed mobile phones as the largest category
two years. The expectation had been for 65 CIRRUS LOGIC INC. 71 of connected devices in 2018, growing
million iPhone 7s to be produced this year, VISTEON CORP. 56 at a 23% compound annual growth rate
so this is good news for Apple suppliers VERIZON (CAGR) from 2015 to 2021. Ericsson pre-
such as Broadcom. COMMUNICATIONS INC. 52 dicts a total of approximately 28 billion
Continued innovations in mobile Wi- NORTHROP GRUMMAN 50 connected devices worldwide by 2021, with
Fi and Bluetooth technologies are also a CORP. nearly 16 billion related to IoT. Around 400
growth contributor. This is important as FORD MOTOR COMPANY 49 million IoT devices with cellular subscrip-
around 80% of mobile data now moves TERADYNE INC. 46 tions were active at the end of 2015, and
through Wi-Fi as opposed to LTE. AT&T INC. 44 cellular IoT is expected to have the high-
The company’s annual average sales RAYTHEON COMPANY ) est growth among the different categories
growth over the last five years through of connected devices, reaching 1.5 billion
i . JUNIPER NETWORKS INC. 39 . .
both acquisitions and organic growth has connections in 2021.
been very strong at 27%, and the average Siﬁ%ﬂg{%ﬁ”gg E%GY 37 The value in Cadence’s products is that

EPS growth has also been robust at 24%.

they allow customers to reduce time-to-
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market for electronic systems and lowers design, develop-
ment, and manufacturing costs. As an example, Cadence is
collaborating with ARM on IoT and wearable devices tar-
geting TSMC’s (Taiwan Semiconductor) ultra-low-power
technology platform. The collaboration hopes to accelerate
development of IoT and wearable devices by optimizing the
system integration of ARM IP and Cadence’s integrated flow
for mixed-signal design and verification, along with its lead-
ing low-power design and verification flow.

The partnership will deliver reference designs and physical
design knowledge to integrate ARM Cortex processors, ARM
CoreLink system IP, and ARM Artisan physical IP, in addi-
tion to RF/analog/mixed-signal IP and embedded flash in the
Virtuoso-VDI Mixed-Signal Open Access integrated flow for
TSMC’s new 55ULP, 40ULP, and 28ULP process technologies.
The ULP technology platform is an important development in
addressing the IoT’s low-power requirements.

Another example would be the Cadence PSpice Analog/
Digital with system simulation and modeling technology that
enables a unified design environment for mixed-signal design.
A customer can design all three blocks of IoT devices (sensor,
controller, and actuator) and simulate the complete system.

As for fiscal Q1 2016 results, total revenues were up 9% year
over year in a challenging environment, while pretax income
was up 36%. The company’s portfolio of solutions across chip,
package, board, systems and software, and IP, guided by their
System Design Enablement strategy, position it to drive new
business in verticals including automotive, aerospace, medi-
cal, and IoT applications.

Strong, broad-based demand for the new Palladium Z1
contributed to Cadence’s best-ever hardware revenue quar-
ter. Rapidly growing complexity and time-to-market require-
ments make emulation more critical than ever for customers
designing chips and systems for mobile, cloud, automotive,
and other verticals.

The company’s innovative new Virtuoso platform strength-
ens and solidifies its position in custom, analog, and mixed-
signal design. At its CDNLive Silicon Valley user conference
in June, Cadence announced the next-generation Virtuoso
platform, including the Virtuoso Analog Design Environ-
ment Suite and the Virtuoso Layout Suite. The new Virtuoso
offers designers an average 10X improvement in performance
and capacity across the platform. The platform includes new
technologies to address requirements of automotive-safety,
medical-device, and IoT applications.

In addition, the acquisition of Rocketick Technologies will
significantly increase the performance of Cadence’s incisive
enterprise simulator using parallel computing on standard
multicore servers.

In IP, the company had a key design win for 5G baseband
digital signal processors (DSPs) with a leading mobile handset
company. And Spreadtrum licensed the Tensilica HiFi Audio/

Voice DSP because of its ultra-low power.

Digital and signoff solutions are also growing, especially
with customers in the mobile, consumer, automotive, and
IoT segments. In Q1, a leading mobile chip company adopted
Cadence’s digital and signoft flow for its most demanding 10-
nm projects. The Innovus implementation system added more
than 15 new customers in Q1, while the Genus RTL synthesis
solution added more than 25 new customers. Taiwan Semi
certified its digital and signoff tools for 7-nm design and 10-
nm production, and Samsung Foundry certified its tools for
its 14LPP process.

Cadence is well-positioned to outgrow its competition and
has a very strong, free-cash-flow position.

APPLE STILL RANKS THIRD DESPITE TOUGHYEAR

Apple Inc. engages in the design, manufacture, and mar-
keting of mobile communication, media devices, personal
computers, and portable digital music players. The firm of-
fers products and services under the iPhone, iPad, Mac, iPod,
Apple Watch, and Apple TV brands; consumer and profes-
sional software applications under the i0S, OS, X, and wa-
tchOS brands; and operating systems under the iCloud and
Apple Pay brands. It operates through the following segments:
Americas, Europe, Greater China, Japan, and Rest of Asia Pa-
cific. Apple, based in Cupertino, Calif., generates nearly two-
thirds of sales outside the U.S.

Fiscal Q2 2016 results show that net sales dropped 13% year
over year with pretax income decreasing by 24%. Without
currency effects, net sales would have decreased 9%.

The most significant factor influencing Apple’s financial re-
sults is the iPhone—unit sales of the iPhone were down 16%.
For the quarter, iPhone sales represented 65% of net sales,
marking the first year-over-year decline for iPhone sales.

While both iPad and Mac unit sales were down 19% and
12%, respectively, for the quarter, these product categories
only make up 9% and 10% of net sales, respectively. Services
(including revenue from Internet Services, AppleCare, Apple
Pay, licensing, and other services), which make up around
12% of net sales, grew at 20%. Other products (including sales
of Apple TV, Apple Watch, Beats products, iPod and Apple-
branded and third-party accessories) grew at 30% and make
up only 4% of net sales.

Without a doubt, the fact that the iPhone 6 and 6 Plus of-
fered larger screen sizes for the first time is a factor in weak-
ening the growth rate of the iPhone 6s. However, according
to the latest Consumer Intelligence Research Partners (CIRP)
survey, the iPhone refresh cycle appears to be lengthening. In
mid-2013, around 33% of iPhones were more than two years
old. Currently, that figure is around 50%.

The end of the subsidized phone era by U.S. cellular pro-
viders has had an impact on iPhone renewals. In addition,
Fortune reported at the end of May that, according to Nikkei
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Japan, Apple is switching to a three-year new iPhone lifecy-
cle. That would mean only a slight upgrade for the upcoming
iPhone 7, thus not making it a “must-have”

Rumors are also out that Apple would skip the 7s and would
go directly to the iPhone 8 in 2017, with purported major
form-factor changes such as OLED, no home button, wireless
charging, and all glass design. Also, reports from Korea-based
news outlets the Korea Herald and Hankyung state that a ru-
mored $2.6 billion deal between Apple and Samsung will have
Samsung supply Apple with 100 million OLED panels for the
company’s 2017 iPhone version.

As Android phones came into their own around 2013, Ap-
ple was able to maintain global market share. In an April re-
port from market-research firm Kantar Worldpanel ComTech,

2016 Methodology:

For our Fiscal 2015 line score rankings (Fiscal 2015 vs. Fiscal
2014 data), we used a total pool of 89 public companies:

1-Data was gathered for both 2015 and 2014, mainly from
company 10-K reports filed with the SEC, reflecting a company’s
2015 fiscal year. In many cases, this did not mirror the calendar
year of January to December 2015.

Changes in the company pool this year were as follows:

Deleted:
Altera: Acquired by Intel
Atmel: Acquired by Microchip

International Game Technology: Acquired by Gtech S.p.A.
and Lottomatica S.p.A; the name was changed back to IGT.
The company is headquartered in London and controlled with a
51.5% stake by the De Agostini group.

SanDisk: Acquired by Western Digital

Added:

SPX Flow: SPX Corp. spin-off of its Flow Technology report-
able segment, its Hydraulic Technologies business, and certain
segments of its corporate subsidiaries.

Changed:

Broadcom: Avago Technologies Ltd. agreed to buy Broadcom
Corp. The new Singapore-based combined company is called
Broadcom Limited

SPX Corp: Reflects the spin-off of SPX Flow.

All § financial data is shown in millions.

2-Employee data was mostly gathered from 10-K reports. In
the few instances where it could not be found, annual reports or
company websites were used. In most cases, the 2014 data had

for the three months ended February 2016 versus the three
months ended February 2015, Apple has basically been able to
maintain its global market share with the exception of a 3-pt.
dip in China and a 2-pt. dip in Europe. While Android has
increased its market share, for the most part it has come at the
expense of Microsoft and other operating systems.

In another report, Kantar reported a 95% loyalty rate for
U.S. iPhone owners, the highest ever measured for any smart-
phone brand. Based on that combination of loyalty and mar-
ket share, Apple simply dominates industry profitability as the
genius is in its marketing. The company’s products are very
expensive compared to the competition, with arguably infe-
rior specs, but people still buy them.

A February 2016 Kantar report reveals that Apple accounts

to be gathered from the 2014 10-K report, as the previous year’s
employee count is not included on the 2015 10-K for most com-
panies. Employee count is typically reflected as of the last day of
the fiscal calendar year being reported.

When employees were broken out separately by U.S. and
International, both numbers were added together as long as a
comparable breakout was available for the prior comparison
year.

In the case of acquisitions or divestitures, our best guess was
used, so as not to severely credit or penalize a company based
on year-over-year changes. Employee data pertaining to the unit
acquired or divested is typically not separated out for the time-
frames required, if available at all.

In cases where a reasonable assumption could not be made,
the line score was adjusted, again in the spirit of not severely
penalizing or crediting a company.

3-Sales or total revenues was gathered from 2015 10-K
reports.

4-Pretax income was gathered from 2015 10-K reports. The
emphasis was on comparing the profit/loss generated solely
by the operations of the company, but to also include interest
expense, which is a result of business strategy or the nature of
the business. We also wanted to be as consistent as possible
across companies.

5-Pretax income margin is simply pretax income divided by
sales.

6-Long-term debt and stockholder’s equity data was taken
from the 2015 balance sheets, reasonably trying to include all
debt of a non-current nature. However, at times, it is not specifi-
cally labeled “long-term debt” on the balance sheet.

With respect to stockholder’s equity, the previous year’s bal-
ance (2014) is always taken from the current year’s (2015) 10-K.
Prior year restatements can be made that affect the balance,
unless any differences are minor.

7-Long-term debt to shareholder’s equity ratio is simply the
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for 91% of smartphone profits on around 17% global market
share, while Samsung accounts for 14% on around 24% global
market share. The data is imperfect, as Chinese manufacturers
tend not to disclose profitability, but virtually everyone else
lost money, with Microsoft losing the most.

Both the entry-level iPhone SE and the 9.7-in. iPad Pro re-
sults were not reflected in fiscal Q2 results, but Apple reports
both are selling well. Although the iPhone SE may reduce
overall margins, it’s introducing a new customer to the Apple
ecosystem.

Apple surpassed an installed device base of over 1 billion in
fiscal Q2 2016 between the iPhone, iPad, Mac, Apple Watch,
and Apple TV communicating with the App Store and the
iCloud. The iOS ecosystem enables the iPhone to protect mar-
ket share and maintain premium iPhone pricing and strong

former divided by the latter. In cases where a company has a
negative stockholder’s equity position as of the balance-sheet
date, the resulting negative number does not have much mean-
ing, other than a negative equity position is never a good situa-
tion.

8-2015 total patents issued data was taken from a report
sorted by company that’s generated by the U.S. PATENT AND
TRADEMARK OFFICE.

9-High and closing stock prices for 2015 were taken from
Yahoo Finance for all companies. Stock data was gathered on
a calendar-year basis, so the timeframe may differ from that of
the financial data, for those companies who don’t report on a
calendar-year basis, but at least it’s a consistent approach for all
companies.

10-Research and development expenses came mainly from a
separate note contained within the 10-K or in some cases, a line
on the Income Statement. Most companies do not put R&D as a
separate line on the Income Statement.

For Comcast and Verizon only, capital expenditures were
used for the comparison instead of R&D, as they are more rel-
evant for these companies.

11-Our final rankings are determined by what we call our total
line score. Our line-score methodology is as follows:

a-Each of the following nine categories is ranked for each
company:

Employee growth % (2015 v. 2014)

Sales growth % (2015 v. 2014)

Pretax income growth % (2015 v. 2014)

Pretax margin improvement Pts. (2015 v. 2014)

LT debt to S/H equity ratio improvement pts. (2015 v. 2014)
2015 total # of patents issued

Change in total # of patents issued (2015 v. 2014)

2015 stock price closing as a % of 2015 stock price high
R&D expense change % (2015 v. 2014)

margins. Once a consumer has spent years in the ecosystem
and purchased hundreds of dollars of content, he or she isn’t
likely to make the switch to Android and have to rebuild a
content library from scratch.

This is the main reason why Apple’s consumer loyalty is so
high. Samsungs Android phones have had better specs than
the iPhone for a while now. However, as long as Apple contin-
ues to offer a positive user experience, the costs of switching
make it too inconvenient and expensive to leave the ecosys-
tem.

If they can also continue to maintain market share in de-
veloping markets to take advantage of both population and
economic growth, the future still bodes well; if not later this
year, then certainly in 2017.

Line-score points are then given to each category ranking as

follows:
LINE-SCORE POINTS

Rank in a particular Pc_:ims
category given
01-10 10
11-20 9
21-30 8
31-40 7
41 -50 6
51 -60 5
61-70 4
71-80 3
81-90 2
91-92 1

Bonus 10th Category: A maximum of 10 bonus points are
given based on company responses to five key questions on the
Electronic Design 2016 Reader Survey. Points are accumulated
based on individual employee responses to each question and
then averaged by the total number of respondents for a particu-
lar company.

B5. How satisfied are you in your current position?
a Extremely satisfied

b Very satisfied

c Satisfied

d Not very satisfied
e Not at all satisfied

B7. Do you feel that you are being challenged intellectually
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with the engineering projects you work on at your present job?

a Sufficiently challenged
b Somewhat challenged
¢ Not challenged enough

C1. To the best of your knowledge, what is the engineering
employment outlook at your company in the coming year?

a My company plans to increase the number of engineering
jobs

b My company plans to maintain the current level of engineer-
ing jobs

¢ My company plans to scale back engineering staff

C4. Do you feel that your organization is more focused on
employee retention this year as compared to a year ago?
a Yes

b No
C11. How concerned are you with the prospect of losing your
job to outsourcing?

Very concerned

Somewhat concerned

Not very concerned

Not at all concerned
http://survey.techsurveys.com/ed_reader_2016/results/

Maximum total line-score points possible are 100. Nine cat-
egories have a maximum of 10 points each, plus a bonus 10th
category with a maximum 10 bonus points.

Highest actual total equaling our #1, 2016 (based on fiscal
2015 data) ranking, was the 78 points awarded to Broadcom
Limited. Last year’s #1 ranked company was Micron Technology
with 84 points. The previous year’s #1 ranked company was
SanDisk with 86 points.
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