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Introduction

v

7%

Worldwide notebook shipments enjoyed a slight growth of 0.6% sequentially in the
fourth quarter of 2015 thanks to stable demand from the year-end holidays in Europe
and North America plus brand vendors have been pushing new Windows 10-based
entry-level and mid-range notebooks.

Hewlett-Packard (HP) and Dell both saw good performance in the fourth quarter of 2015
because of North America's year-end holiday and enterprise demand. Apple saw
decreased shipments because its MacBook Air has already been available for over have a
year and is seeing weakening demand, according to Digitimes Research's latest report
about notebook.

Lenovo continued to snatch market share from Acer in Europe and North America in the
fourth quarter of 2015, while Asustek surpassed Acer and Apple and became the fourth
gest vendor worldwide in the quarter because of its aggressive push of new products.

@ODMS, Pegatron Technology's notebook shipments also surpassed Inventec to
T
ord®rs

Worldwi@)tebook shipments will suffer a sequential drop of 16.5% and an on-year
drop of 9% in first quarter of 2016 because of inventory from the fourth quarter of
2015, season ctogs, weak Chromebook shipments and the Lunar New Year holidays,
which will caus r working hours in the quarter.

fourth largest in the fourth quarter of 2015 with a major growth in Asustek's

The top-5 brand venflorgwill all suffer over 15% on-quarter shipment declines in the
first quarter. Lenovo the one with the least decline thanks to the Lunar New Year
holiday demand.

Among the top-5, HP will suffer gest decline in the first quarter because of its high
inventory from the previous quargeiz\Dell will see a smaller decline than HP because

enterprise notebooks are not affected by s nality as much.
Samsung Electronics will turn its focusffro lets to notebook and will be the only
vendor with sequential shipment growth n t

first quarter.
Quanta will see its shipments drop sharply in @ uarter due to decreasing orders
from HP and Apple as well as orders for Chrome s."Compal will surpass Quanta and
become the largest ODM in the quarter.
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Chart 1: Notebook shipments, 4Q14-1Q16 (k units)
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Stable demand from the year-end hol% orth America and Europe accompanied
by US-based vendors and Asustek Comipufer'sgvolume shipments of new products
helped Taiwan's notebook shipments to perfor, ter than expected and dropped only

1% sequentially in the fourth quarter of 2015. compared to the same quarter a
year ago, the volume still decreased more than 10 %"

Demand for new mid-range and entry-level Windows IW notebooks was better
than expected, which relatively boosted related orders roéope and North America
in the fourth quarter of 2015. A return to stability for Intel nfuof Core i3 and i5
processors also helped boost shipments for new mid-range anfl entry-level notebooks.

The sequential shipment drop in the fourth quarter of 2015 was mainly date to the
Chromebook, which dropped 370,000 units sequentially in the quarte oghe
education market already reaching saturation along with competition

expensive
Wintel notebook models. é
Taiwan's share in worldwide notebook shipments dropped 1.4pp sequentially to 842 %
in the fourth quarter of 2015 because Lenovo had shipment growth and saw bgth its
in-house production rate and outsourcing proportion to China-based ODMs rising from
the previous quarter.

In addition to Europe and North America, demand from emerging markets such as
Southeast Asia was also strong in the fourth quarter of 2015.

Worldwide notebook shipments rose slightly by 0.6% sequentially in the fourth quarter
of 2015 thanks to better than expected demand. However, the volume dropped 12.2% on
year.

Taiwan's notebook shipments will drop 17.8% sequentially to reach only 27.37 million
units in the first quarter of 2016, the lowest since the first quarter of 2009, because of
seasonality, weak demand visibility and the fact that most vendors still have undigested
inventory from the previous quarter.
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With over 60% of Lenovo's notebook shipments being supplied in-house or by
China-based ODMs plus the fact that Toshiba is gradually quitting the consumer
notebook sector (orders mostly go to Taiwan ODMs), Taiwan's share of worldwide
notebook shipments will drop further to only 80%.

The Lunar New Year holidays will cause decreased working hours in February and affect
Taiwan shipments.

Market saturation and the slow season will hurt Chromebook shipments by over 200,000
units in the first quarter of 2016.

Microsoft and Intel have cooperated with China's supply chain to push inexpensive
notebook solutions for emerging markets and related orders from brand vendors will
increase in the first quarter of 2016 and impact Taiwan's shipment performance.

The continuing appreciation of the US dollar will impact US-based vendors' profitability
and increase non-US vendors' costs in the first quarter of 2016 and impact vendors'
orders.

rldwide notebook shipments will drop 16.5% sequentially in the first quarter of 2016
e of factors including the slow season in Europe and North America, China's
ﬂ@e nomic uncertainties, which could trigger further currency depreciation and a
wea wide economy, which has caused vendors to become more pessimistic
about upgémting notebook demand.

The globa ng;fhok market is expected to see a 9% on-year shipment decline in the
first quarter @howing that the market is still under pressure of weakening.

Q
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Shipments breakdown

(Clients

Chart 2: Notebook shipments to top-10 clients, 4Q14-1Q16 (k units)
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Chart 3: Notebook shipment share by top-10 clients, 4Q14-1Q16
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quarter of 2015.

Hewlett-Packard (HP) and Dell both placed increased orders for the fo efter of
2015 thanks to strong demand during the year-end holidays in North Am

With Apple ending production of its 13-inch MacBook Pro and the fact that %or

The top-5 vendors contributed over 80% of Taiwan's notebook ship\rrqts in the fourth

its MacBook Air series from 2015 has started to weaken as they entered the thi arter
of sales, which caused Apple's orders to drop by 12.6% sequentially in the fourth
quarter of 2015.

Lenovo had increased shipments in the fourth quarter of 2015, but it continued to cut its
outsourcing to Taiwan makers.

Asustek increased its notebook orders by about two million units in the fourth quarter of
2015 as the company had been pushing its new products in Europe and North America.

Lenovo will be the only vendor with increased orders in the first quarter of 2016 as the
company will benefit from Lunar New Year holiday demand in China.

US-based brand vendors will continue to digest their inventory from the fourth quarter
of 2015 in the first quarter of 2016 and relatively reduced their orders for the quarter.
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After merging with other Japan-based vendors, Toshiba will turn its focus to the
enterprise market, an area Toshiba mainly supplies from its in-house production lines
and will reduce its cooperation with Taiwan makers.

Apple is ready to launch its next-generation MacBook Air in the second quarter of 2016,
which will make the first quarter of 2016 be its weakest quarter in 2016.

Chart 4: Global top-10 vendors’ shipments, 4Q14-1Q16 (k units)
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Lenovo continued to snatch market share from Acer in Europe and North America,
helping its shipments reach 9.66 million units in the fourth quarter of 2015.

HP enjoyed sequential shipment growth in the fourth quarter of 2015, but its shipments
were down 16.6% from a year ago, showing its business split still has had some
negative influence on its shipment performance.

Dell saw good growth in the fourth quarter of 2015 thanks to strong shipments in both
the consumer and enterprise segments.

With the North America market entering the slow season, HP and Dell will both see
shipment declines in the first quarter of 2016.

Samsung Electronics has turned its focus from the tablet to the notebook market and
will start pushing its shipments in North America in the first quarter of 2016.
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CPUs

Chart 5: Notebook shipments by CPU, 4Q14-1Q16 (k units)
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Chart 6: Notebook shipment
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v' Taiwan's notebook shipments performed better than expected in the fourth quarter of
2015 partly because of new models using Intel's Skylake-based entry-level and
mid-range processors, which relatively helped Taiwan's shipments of Intel-based
notebooks to achieve growth.

v' Weak Chromebook demand had a significant impact on shipments of Rockchip
solution-based products, which are categorized under the “Other” segment for the
fourth quarter of 2015.

v' Because of the slow season, Intel will decrease its Skylake processor shipments which
will give a relative boost to the share of AMD-based notebooks up to almost 9% in the
first quarter of 2016.
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Screen size

Chart 7: Notebook shipments by screen size, 4Q14-1Q16 (k units)
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v" Demand for inexpensive 11.6-inch models such as Chromebooks was weaker than
expected and caused related shipments to decline sequentially in the fourth quarter of
2015.

v" New notebooks using Intel's Skylake processors for the fourth quarter of 2015 were
mostly models using 14- or 15-inch displays, helping the two segments perform better
than the overall average.

v Although 12-inch notebooks will be the mainstream in 2016, their mass shipments will
not begin until after the second quarter of 2016.

Makers

hart 9: Notebook shipments by maker tier, 4Q14-1Q16 (k units)
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Chart 10: Notehook shipment share by maker tier, 4Q14-1
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Chart 11: Top makers' notebook shipments, 4Q14-1Q16 (k units)
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Chart 12:Vendor-ODM relationship, 3QTSAk units)
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Chart 13:Vendor-ODM relationship, 4Q15 (k units)
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Quanta Computer's notebook shipment perfor@e ip the fourth quarter of 2015 was
worse than expected, dropping 7.2% sequentially. ﬁi‘[e seeing growth in orders from

HP, the volume was still not sufficient to offset the'erder es from Acer and Apple
and dropping orders for Chromebooks.

Compal Electronics performed better than expected in the%arter of 2015, seeing
a sequential drop of only 4.7%. The drop was because Lenove@fand HP both cut their

orders by over 200,000 units. J

Wistron had a sequential shipment drop of 2.5% in the fourth quar 5. Wistron's
orders from Lenovo slid 250,000 units from the previous quarter, whil Acer
both reduced their orders by around 100,000 units. However, Dell's order: ed by
300,000 units.

Pegatron Technology's orders from Asustek rose dramatically by over 1.6 milli nits
from the previous quarter in the fourth quarter of 2015, helping its overall shipments
grow almost 80% sequentially and the maker surpassed Inventec to become the fourth
largest maker worldwide.

Inventec's notebook shipments dropped about 10% in the fourth quarter mainly due to
decreased orders from HP.

Although Apple suffered a shipment drop, Foxconn Electronics (Hon Hai Precision
Industry) was able to achieve shipment growth in the fourth quarter of 2015 as Apple
shifted a greater share of its overall notebook orders to the EMS provider.

Compal shipments will drop 16.3 % sequentially in the first quarter of 2016, but it will
become the largest notebook maker in Taiwan in the quarter thanks to the support from
Lenovo and Dell orders.
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Quanta will suffer a sequential shipment decline of 24.2%, the largest among the
top-five makers in the first quarter of 2016, dropping its shipments below eight million
units. This is because of serious declines in orders from HP and Apple as well as orders
for Chromebooks.

Wistron's first-quarter-2016 notebook shipments will drop 19.8% sequentially with Dell
and Lenovo remaining its major clients.

Pegatron will suffer an over 20% sequential shipment drop in the first quarter of 2016
because of reduced orders from Asustek and Toshiba.

Inventec will see notebook shipments drop 16% sequentially in the first quarter of 2016
and will mainly rely on HP's entry-level notebooks to support its shipments.

Foxconn's shipments will drop by 7.7% sequentially in the first quarter of 2016 thanks
to orders from Apple.

Non-top-5 makers are mainly relying on education and gaming notebook models to
upport their shipments.

Chart romebook shipments, 4Q14-1Q16 (k units)

Source: Digitimes Research, January 2016
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The top-4 Chromebook vendors, Acer, HP, Dell and Lenovo all suffere@ ial
shipment declines in the fourth quarter of 2015 with Lenovo having the ‘hj rop of
over 150,000 units.

HP had the smallest shipment drop in the fourth quarter of 2015, which helped Us
vendor, which had the same Chromebook shipments as Acer in the third quarter of 2015,
to surpass the Taiwan vendor and become the largest Chromebook vendor worldwide.

With North America's education market already reaching saturation and vendors having
difficulties expanding into the consumer market, Chromebook shipments will continue
to drop in the first quarter of 2016.
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Annual shipments

Chart 15: Taiwan and worldwide notebook shipments, 2012-2016 (k units)

100% 250,000
9 —— DN

80% 200,000
60%

150,000
40%

& 100,000
0.

50,000

O, «
=209
[ 20% 2012 2013 2014 2015(e) 2016(f) 0

mmmm Taiwan shipxn‘ - 173,258 149,968 142,432 127,606 125,231
mmmm Worldwide shipm 195,360 174,799 173,078 157,613 153,547

—{+—Taiwan Y/Y -13.4% -5.0% -10.4% -1.9%
—O— Worldwide Y/Y -10.5% -1.0% -8.9% -2.6%
—<— Taiwan share 85.8% 82.3% 81.0% 81.6%
Source: Digitimes Research, January 2016
v" Notebook shipments continued to%see declimes in 2015 for both Taiwan and worldwide,

but the drops are expected to slow dowafin 2016 to reach only around 2%.

Chart 16: Top makers’ shipments, 2012-2015 (k r@
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Chart 17: Global top-10 vendors’ shipments, 2012-2015 (k units)
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