Mercato ITelligence IT market alert – March  2011

Hi XXX

Welcome to the Mercato ITelligence market alert designed to highlight market trends from February 2011 you should be aware of as an IT Buyer going forwards. 
 
February executive summary
The February market changes can be characterised in the following manner: 
· After some peaks and troughs the £ ended the month 0.5% stronger than at the start.  $ related product should end the month at lower costs than at the start. 
· The volume of new product introductions continued but at a slower rate
· A busy month in terms of price changes many related to exchange rate   
· NB this month has seen the active product list drop form 160,000 to 135,000 products.  The bulk of these changes relate to the removal of one software suppliers data from the system.  Approx 25,000 products in total for that single supplier have been removed. 

HOT CHIP!
Last month we commented on the technical issues with Sandy Bridge and the date of the release of the working solution.   We are now starting to see the release of the next generation of the Intel Sandy Bridge (i3 i5 i7) family with new products introduced by most suppliers.  This month has seen a number of suppliers of laptops replacing their range of Intel products based on the new Sandy Bridge technology.  Some of these new machines have implemented new technology to justify the change in product range and pricing.  The remaining manufacturers should complete their product changes during March.     

Exchange rate 
The £/ $ exchange rate has moved as below:
Over the month the £ is up approx 0.5% in value meaning we should expect to see price decreases on products linked to the exchange rate.  Please note at the start of the month the £ was strong, then weakened mid-month and underwent a number of changes towards the end of the month.  





Price changes for February 2011  

Laptops
A complex month with many products moving towards EOL (End of Life) based on the new Sandy Bridge products being rapidly introduced. As a result some older products have been sold at aggressive prices to clear stock before the new products hit in volume.   Some of the lower spec old i3 and i5 range are being priced down as much at 15%.  How this will settle down will not be clear until the end of March as we see all the new Sandy Bridge products in the market and start to see the market positioning being adjusted by the suppliers.   Next month should see a clearer picture, in the meantime look for deals on older spec laptops.     

Desktops 
A mixed bag of price changes with some products down in price whilst others increased in price.  Desktop sales volumes are in decline, overheads as a portion of costs will increase as the Production volumes dip.  In the past, pricing of products improved as volumes increased, but we will now see either reduced price decreases or even in some cases price increases to reflect the increasing production costs of lower volume production.     

Processors 
The top end of the processor range, Quad cores etc have seen a stable month with no change in price. Older dual core processors are going EOL.  The result is some discounting in that part of the market.   

The new Intel Sandy Bridge product is now being seen in the market in new products, not all manufacturers are shipping yet but they should all catch up in the next 4 weeks.       

Memory
‘We are back into over supply in the manufacturing supply chain for memory’, was the comment last month.   The top end of the market, which focuses on server memory, has seen some significant price reductions whilst at the bottom end, price has been stable – this is consistent with over supply.   
The big question hangs over the influence of the tablets on the demand side of entry level products.  Apple has more than doubled its demand for memory in 2011 based on the release of iPad2.  Over 70 new tablets were announced in January their demand side forecasts will now start to work into the entry level supply chain for memory.  The influence on the price of memory at the tablet, laptop and desktop levels means prices in this segment of the market are not following the same pattern as at the top end of the market. How will the market factor in the demand for the tablet memory?  It is probable that price will be stable until we are back into surplus again and then the suppliers will start discounting in this segment of the market.           

Hard Disk
The key point to note is that the price decreases for existing product hard disks have exceeded the currency gains in the month again. 

Last month the comment related to a number of new hard disk products introduced in January and many are replacing items that already exist in capacity terms.  These new hard disks are now being seen in new product introductions such as laptops. No movements identified yet in the component market but clearly many new laptops are moving up in capacity terms where they were 250GB and 320GB the products are now being announced with 500GB hard disks.     

LCD Screens
February has seen some price reductions on some products with a typical price reduction of between 5% and 10%.   Samsung has increased some prices this month.   

The large increase in Apple’s forecasted sales (double) of the iPAD2 for 2011 are causing concern in the LCD supply chain.  Add to that, the new 70+ tablet products announced in January. This demand will influence the cost of other LCD products in 2011.  Production capacity in the touch screen tablet market is an area of concern for 2011.      

Printers
Printer pricing has decreased this month across technology and vendors.  The point to note if you are public sector is that the public sector special price has not yet been adjusted to reflect the way the market has moved, so check before you buy!  The commercial price is below special prices on a number of products at the moment.    

Consumables
Last month’s comment was, it would appear that consumable prices are being allowed to rise by approx 3%.    As forecasted this month has seen the adjustment of the consumables price back in-line with currency on most products.   Some consumable product pricing is still a little higher than ideal but moving in the right direction with only small differences of less than 1% on most products.   
  
Care Packs
Same as last month, Care Packs have seen a great deal of price activity during the month.  The pattern has been used in the past to disguise price increases.  

Network Products 
Cisco normally locks all it’s pricing to the $.  In the last month we have seen Cisco and other network product suppliers tracking the currency changes.   

Software
There were some significant price changes in software during February.

Volume of Price Changes / day 



Every day in February has seen above average price changes per day with: 
· 1 day above 30,000 price changes per day  
· 4 days above 20,000 price changes per day  
· The remaining days above 10,000 price changes per day 
Average price changes per day; 8,000 price changes per day. 

Average value of Price Changes / day 
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