Embedded Hardware & Systems Practice

Jonathan Hastings — Analyst

»
I8

‘IDC AdvancedTCA/AMC Market Conditions:

research Issues, Trends, Forecasts, and Expectations

November 2011

» I
>
y
I

- |
~

)
\

Thursday, November 3, 11

:
¢ 4 .


http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/

to Work With Us

WEBCASTS

SPEECHES

M&A STRATEGY
SUPPORT DEVELOPMENT

PARTNERSHIP/
ECOSYSTEM
DUE DILIGENCE

Our syndicated research is the basis for the many ways VDC can help you grow your business. We offer a wide variety of services designed to meet
specific tactical and strategic decision support needs. All of our services are built on a foundation of highly skilled professionals applying robust
methodologies to VDC's large and continuously refreshed datasets.
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VDC Research Group (VDC) provides exceptionally detailed direct-contact primary market research and consulting

services to many of the world's largest technology suppliers, innovative start-ups and leading investors. The firm is organized
around six practices, each with its own focused area of coverage. Our clients rely on us for highly segmented
analysis which is derived from our unwavering commitment to the idea that all markets are collections of smal
segments and that winning companies must develop and execute strategies that are segment-specific.

/ Please visit our website at www.vdcresearch.com to learn more, or call 508.653.9000.
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IDC’s Research Scope & Methodology

VDC'’s research coverage and analysis examines a number of market segments along three primary dimensions

VDC's Research Coverage Requirements

= Processor platforms ) Commercial
= Board-level platforms = Technical
= Embedded Integrated Computer Systems
= Services
7
\ .
> Vertical Markets
| ST JECTICTCE OO R AL RO ROR
= Communications/Networking
| — = Industrial Automation
£ & Control
Worldwide Regions - Medical
.......................................................... = - = Military/Aerospace
= Americas = Transportation
= Niche Markets &
= EMEA Emerging Applications
= Asia-Pacific
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Warket Overview: Embedded Technology Market Ecosystem

Demand for embedded technology is derived from multiple market segments, and will accelerate (or decline) at
varying rates depending on multiple internal and external environmental factors

Supply

Independent System
Integrators

Distributors, VARS
and other Channels

Subcontractors

Demand
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ATCA CPU Blades
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A CPU Blades - Total Global Market Size and Forecast, 2010 - 2015

ATCA CPU Blades are predicted to grow at a compound annual growth rate (CAGR) of 15.8% over the forecast

period
ATC_:/-}jCPU Blades are growing substantially over the forecast
perio
This architecture is finding clear acceptance in the
communications and networking and military aerospace
$692.2 sectors.
’ Customer demand for high-bandwidth services, differentiators
$700 like deep domain expertise, and upg[radablllty are all factors
playing into the growth of the marke
$620.2
$545.2
$525
$451.4
$377.6
$332.1 $350
| $175
GO 2012 013 2014 -
2010-2015 CAGR: 15.8% 200
“’uc ©2011 VDC Research Group, Inc.
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L

SBCs — Vertical Market Segmentation

Not surprisingly, the communications and networking vertical segment consumes the vast majority of ATCA-based
SBCs

Communications & Network Infrastructure
Military & Aerospace

Industrial Automation & Control

B 2013 Total: US$ 545.2 Million
Medical [l 2010 Total: US$ 332.1 Million

Instrumentation/Test Automation
Transportation, Incl. Infotainment Infrastructure
Gaming

Energy/Power

= In 2010, approximately 85% of all ATCA SBCs were shipped to the Communications and Networking vertical market segments.

= AIS the total ATCA SBC global market size increases through 2013, the percentage of dollar volume shipments into other vertical segments will
also increase.
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SBCs — Number of Cores Used

The number of cores used is rapidly increasing in ATCA

@® 3or4cores
@ Dual core
5 to 8 cores
@ More than 8 cores

= Multi-core processors are seen as increasingly necessary in ATCA architectures.
= Security is a key driver in the adoption of multi-core in ATCA platforms
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'ATCA SBCs — Market Share Ranking

RadiSys leads the ATCA market according to VDC'’s estimated market share, followed by Emerson and Kontron

ATCA CPU Blades, Leading Vendors by Market Share Position, 2010

2010 Total: USS 332.1 Million

Supplier Name Ranking
RadiSys Corporation 1
Emerson Network Power 2

Kontron AG 3

g Ampro Adlink Technology Inc 4

<
Diversified Technology 5
Continuous Computing * 6
Mercury Computer Systems 7

*Note: Continuous Computing was acquired by RadiSys Corporation in March 2011

Source: All market share positions are VDC estimates based on several sources, including supplier financial data
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AMC CPU Cards
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PU Cards — Total Global Market Size and Forecast

AMC CPU Cards are projected to experience the highest rate of growth among SBC technologies

$80.1
$69.1 l
2010 2011

Vol

vdcresearch.com

2010290¢5 CAGRO23.9% 2014

$186.3

$161.2

$132.7

$101.5 |

$200

$150

$100

$50

$0

According to VDC'’s suppZI)(/)-si e research, AMC CPU cards are
%rowmg rap|dIX over the 2010-2015 forecast period with a
AGR of 21.9%.

While growth was constrained in the 2009-2010 timeframe,
VDC expects this market will accelerate in 2011 and beyond.

New expansion into the MiIitarK/{Aerospace and IAC markets will
provide new applications for AMC technology.

©2011 VDC Research Group, Inc.
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U Cards - Vertical Market Segmentation

Military/Aerospace and IAC offer significant growth opportunities for AMC CPU cards

Communications & Network Infrastructure

Military & Aerospace
Industrial Automation & Control

Transportation, Incl. Infotainment Infrastructure

B 2013 Total: US$ 132.7 Million
Il 2010 Total: US$ 69.1 Million
Retail Automation

Medical

Instrumentation/Test Automation

Energy/Power

Digital Security/Surveillance

= The majority of the AMC CPU card market will continue to be in the communications and networking vertical segments.
= AMC CPU cards will have opportunities in the mil/aero segment in areas such as electronic intelligence, sonar, radar, and battlefield
communications as well as Industrial Automation & Control.

Vol
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CPU Cards —- Communications Market Sub-segments

The Communications market will increasingly rely upon wireless access

@® Converged Core
@ Wireless Access

Wireline Communication/ Telephony
@© Service Delivery/ Application Edge

= |n 2010, the majority of AMC CPU cards were used in wireline communications.
= Wireless access is increasingly using AMC CPU cards.
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FMC CPU Cards — Market Share

Emerson dominates the market AMC CPU card market.

AMC CPU Cards, Leading Vendors by Market Share Position, 2010

2010 Total: USS 69.1 Million

Supplier Name Ranking
Emerson Network Power 1
Kontron AG 2
Extreme Engineering 3
Mercury Computer Systems 4
GE Intelligent Platforms 5

Source: All market share percentages are VDC estimates

“’Dc ©2011 VDC Research Group, Inc. 17

Embedded Hardware & Systems
vdcresearch.com

Thursday, November 3, 11


http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/
http://www.vdcresearch.com/

ary Conclusions & Observations

The SBC market is growing, particularly in ATCA CPU Blade and AMC CPU Card segments of the market.

ChaIIer&?eS to the SBC market include constraints on military and defense budgets, the potential erosion of %rofit margins as
the SBC market becomes more commoditized, and competition from active backplane motherboards and COMs.

The global macroeconomic environment will continue to present uncertainty for the immediate future. Service providers like
Verizon and AT&T have reduced their capital expenditures in Q3 2011, suggesting increased caution on the part of these
companies.

ATCA and AMC CPU cards are predicted to exhibit the greatest growth of all the SBC technology segments.

The Communications & Networking infrastructure will remain the largest vertical market, with particular growth around wireless
infrastructure and femtocell and picocell base stations.

Military/Aerospace _(dependinﬁ on active defense related budget talks) and IAC are projected to present excellent opportunities
for market penetration, as well.

Edge-computing applications will be a strong area of interest for AMC CPU cards.
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For more information please contact:

— Program Manager
rdean@vdcresearch.com |

£l

— Senior Analyst

9“ > b e ericg@vdcresearch.com |

— Analyst
|hastings@vdcresearch.com |

For complimentary insights and marketing data:
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The entire contents of 2011 Embedded Hardware & Systems, AdvancedTCA/AMC Market Conditions: Issues, Trends, Forecasts, and
Expectations are proprietary to VDC Research Group, Inc. (VDC), and may not be distributed in either original or reproduced form to anyone
outside the client’s internal organization within five (5) years of the report date without prior written permission of VDC.VDC has devoted its
best efforts to obtain for and provide to its clients as accurate data as is possible. Nevertheless, we cannot be held responsible for incorrect
information provided to us by vendors, users, or others that we interview. Nor can we be held responsible for forecasts of the future evolution
of an industry, which, in retrospect, proves inaccurate. Our goal is to provide the best possible analysis of an industry, utilizing data obtained
through a time-proven and rigorous research methodology, for our clients to employ in developing strategies to compete in an uncertain and
ever-changing business environment.

Trademark Acknowledgement

Many names of companies, associations, technologies, products and product types, etc. mentioned in this report comprise Trademarks,
either registered or non-registered, owned by various entities. These are too numerous to mention individually. VDC acknowledges that
ownership of these Trademarks exist and requests that readers acknowledge this as well.
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