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ahead 
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 1Q20 Storage Update: IDC reported final C1Q Storage rev. of $6.52bn (-8.2% y/y), a 

significant deterioration vs. -0.1% y/y in C4Q and ~7pts sub-seasonal; the y/y decline was 
the sharpest since CY09, reflecting early demand impacts from COVID-19. Pressure was 
broad-based, albeit with All-Flash remaining flat (+0.4% y/y) and outperforming sizeable 
drops in Hybrid (-11.5% y/y) and HDD-only (-18.0% y/y). Looking ahead, we’re cautious 
on Enterprise demand (including storage) for the balance of CY20 with building headwinds 
as the initial WFH/BCP rush fades, coupled with pressure on underlying IT budgets. For 
those willing to look beyond near-term softness, we think the recent pickup in public cloud 
adoption is a trend that’s here to stay and, while negative for on-prem spending, creates 
longer-term opportunity for HW vendors that embrace a hybrid-first future. Applying that 
theme to Storage specifically, we like NetApp’s Data Fabric vision that enables consistency 
across customers’ on-prem and off-prem footprints; more broadly, we also like IBM and 
Dell’s positioning as the world becomes hybrid, while HPE is overly dependent on on-prem.  

 Key Takeaways: (1) All-Flash adoption rose 3.7pts y/y to a record 42.8% share in 
C1Q despite slower revenue growth (+0.4% y/y vs. +8.2% in C4Q), as falling NAND 
prices helped drive penetration deeper into the mid-range (37% All-Flash mix, +6.4pts 
y/y); we see plenty of runway for further adoption ahead, led by the mid-range which sits 
well below the ~60% All-Flash mix seen in the high-end. (2) The shift away from HDD-
only (-18.0% y/y) continued, with share dipping below 20% for the first time as the 
NAND vs. HDD cost spread narrows. (3) Mid-range ($25k-$100k) remained resilient 
(+1.8% y/y), with strength concentrated in All-Flash (+23% y/y); we continue to view 
mid-range as the fastest growing price point ahead; (4) $/GB fell 11% y/y to $0.38/GB, 
with declines from both mix shift away from high-end and like-for-like price declines; we’ve 
yet to see an impact on margins (PSTG/NTAP GMs +380bps/+280bps y/y in the Apr-Q), 
but we remain wary ahead. (5) US (-10%) and W. EU (-16%) saw outsized declines, 
with a drop in all 3 technology categories; Japan (-4%) and APAC (-8%) saw more modest 
declines while RoW rev. jumped +12% driven by >20% growth in HDD-only and All-Flash.  

 Vendor Implications: In our coverage, NetApp and Pure Storage are both Storage pure 
plays vs. Dell (~20% of sales), HPE (~12%), and IBM (2-3%) that are more diversified; 
note, calendarization/methodologies can lead to differences in IDC vs. company reporting. 
Dell’s share was flat y/y at 33.2%, with rev. -8% y/y; underperformance in high-end 
(particularly All-Flash) and low-end was partially offset by mid-range gains (+14% y/y) on 
the back of CY19 launches (Unity, Isilon) ahead of their PowerStore roll-out; looking ahead, 
we like the vision to unify their crowded mid-range lineup, though see risk of a disruptive 
upgrade cycle that creates a pause near-term. Dell’s All-Flash share declined 200bps y/y 
and VxRail growth slowed to +15% y/y from +70% in C4Q. NetApp lost 160bps of 
share y/y with ~185bps lost in All-Flash, albeit with the second derivative starting to 
improve vs. nearly 6pts of All-Flash underperformance in CY19. HPE lost 90bps of share 
y/y, including 110bps of share loss in All-Flash as Primera has yet to stem the tide. Pure 
Storage gained 70bps/75bps of overall/All-Flash share, led FlashArray//X and 
FlashBlade growth, though Tier 2-focused FlashArray//C was down q/q (per IDC). Pure’s 
outperformance was impressive, but we’re concerned VDI was a tailwind that fades ahead.   
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Figure 1: External Storage sales fell 8.2% y/y in C1Q as COVID 
headwinds emerged, marking the biggest drop since ‘09 

 Figure 2: Pressure was broad-based, though relative All-Flash 
outperformance continued, gaining share from Hybrid & Disk  

Total external Storage revenue; y/y change  Storage revenue by type of array; y/y change 

 

 

 
Source: IDC.   Source: IDC. 

Figure 3: All-Flash share hit a new record at 42.8%, driven by 
increased penetration into mid-range arrays ($25k-$100k) 

 Figure 4: We see All-Flash adoption continuing to rise as the 
SSD vs. HDD price premium shrinks  

All-Flash market share by price band; low-end (<$25k), mid-range ($25k-$100k), 
high-end (>$100k) 

 Storage media costs SSDs vs. HDDs and All-Flash penetration 

 

 

 
Source: Company data, Credit Suisse estimates  Source: Company data, Credit Suisse estimates 

Figure 5. Capacity growth slowed despite accelerating 
declines in $/GB, highlighting a soft demand backdrop  

 Figure 6: Dell, NetApp & HPE lost share y/y, both overall and in 
All-Flash, while Pure posted modest gains (~70bps/75bps y/y) 

External Storage capacity shipped and cost of Storage ($/GB)   

 

 

 
Source: IDC  Source: IDC. 
 
 

-10%

-5%

0%

5%

10%

15%

20%

25%

S
t

or
ag

e 
R

e
ve

nu
e 

(Y
/Y

 %
 C

ha
ng

e)

Total External Storage

-25%

0%

25%

50%

75%

100%

S
to

ra
ge

 R
ev

en
ue

 (
Y/

Y 
%

 C
ha

ng
e)

All-Flash Arrays Hybrid Arrays Disk-Based Total Storage Market

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

Al
l-F

la
sh

 
P

en
et

ra
tio

n 
(%

)

High End (>$100K) Mid Range ($25-$50K)
Low End (<$25K) Total All-Flash

-10%

0%

10%

20%

30%

40%

50%

60%

70%

80%$0.0

$0.1

$1.0

$10.0

Al
l-f

la
sh

 
%

 o
f 

to
ta

l s
to

ra
ge

 r
ev

en
ue

$/
G

B

Storage-Class SSD Mission-Critical HDD
Business-Critical HDD All-flash penetration (inverse)

~15x

~1.5x

~4x

-20%
-15%
-10%
-5%
0%
5%
10%
15%
20%
25%
30%
35%

0

5

10

15

20

25

Capacity Shipped Capacity Y/Y % Change $/GB Y/Y % Change

Storage Share 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20
Y/Y 

Change
Q/Q 

Change

Dell 33.1% 29.3% 31.1% 29.4% 33.2% 28.7% 30.2% 27.6% 33.2% -1bps 559bps

NetApp 13.3% 12.7% 12.0% 10.6% 12.6% 10.4% 9.5% 8.9% 11.0% -162bps 208bps

HPE 8.9% 9.0% 8.9% 9.1% 9.6% 10.2% 8.1% 8.1% 8.7% -88bps 56bps

IBM 5.4% 8.8% 5.8% 8.6% 4.5% 6.8% 5.8% 9.1% 5.1% 59bps -401bps

Pure Storage 3.5% 3.3% 4.0% 4.0% 4.1% 4.1% 4.5% 4.4% 4.8% 71bps 37bps

Others 35.8% 36.9% 38.3% 38.3% 36.1% 39.8% 41.8% 41.9% 37.3% 121bps -459bps

All-Flash Share 1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20
Y/Y 

Change
Q/Q 

Change

Dell 35.6% 28.3% 30.7% 30.6% 38.0% 31.9% 32.4% 31.0% 36.0% -198bps 493bps

NetApp 24.6% 24.6% 20.5% 18.3% 19.1% 15.2% 15.9% 13.6% 17.2% -186bps 358bps

HPE 10.5% 10.1% 11.0% 10.7% 11.0% 12.3% 9.9% 9.0% 9.9% -111bps 88bps

IBM 4.8% 10.1% 7.9% 12.4% 5.6% 9.1% 8.3% 13.0% 7.3% 171bps -564bps

Pure Storage 10.5% 9.7% 11.3% 10.7% 10.4% 11.5% 11.7% 10.8% 11.2% 75bps 31bps

Others 14.0% 17.2% 18.5% 17.2% 15.9% 20.1% 21.8% 22.5% 18.4% 249bps -406bps
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International Business Machines (IBM.N, $131.87) 
NetApp (NTAP.OQ, $46.72) 
Pure Storage (PSTG.N, $17.11) 
 

Disclosure Appendix 
Analyst Certification  
I, Matthew Cabral, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed 
in this report. 

3-Year Price and Rating History for Dell Technologies (DELL.N) 
 
DELL.N Closing Price Target Price    
Date (US$) (US$) Rating   
11-Apr-19 63.86 65.00 N *   
15-Aug-19 46.90 58.00    
30-Aug-19 51.53 61.00    
27-Nov-19 50.32 55.00    
28-Feb-20 40.46 53.00    
19-May-20 44.04 41.00    
29-May-20 49.64 44.00    

* Asterisk signifies initiation or assumption of coverage.  

 

3-Year Price and Rating History for Hewlett Packard Enterprise (HPE.N) 
 
HPE.N Closing Price Target Price    
Date (US$) (US$) Rating   
15-Aug-17 13.77  NC   
11-Apr-19 16.27 14.00 U *   
15-Aug-19 12.68 12.00    
24-Oct-19 15.89 13.00    
04-Mar-20 12.26 11.50    
19-May-20 10.04 9.00    
22-May-20 9.17 8.50    

* Asterisk signifies initiation or assumption of coverage. 

Effective July 3, 2016, NC denotes termination of 
coverage. 

 

 

3-Year Price and Rating History for International Business Machines (IBM.N) 
 
IBM.N Closing Price Target Price    
Date (US$) (US$) Rating   
17-Jul-17 153.01 110.00 U   
15-Aug-17 142.07  NC   
11-Apr-19 143.78 173.00 O *   
15-Apr-20 118.69 150.00    

* Asterisk signifies initiation or assumption of coverage. 

Effective July 3, 2016, NC denotes termination of 
coverage. 
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3-Year Price and Rating History for NetApp (NTAP.OQ) 
 
NTAP.OQ Closing Price Target Price    
Date (US$) (US$) Rating   
09-Aug-17 42.24 40.00 N   
11-Apr-19 75.49 89.00 O *   
23-May-19 61.66 79.00    
02-Aug-19 46.04 62.00    
15-Aug-19 46.47 60.00    
13-Nov-19 60.07 70.00    
13-Feb-20 55.18 68.00    
19-May-20 44.68 53.00    

* Asterisk signifies initiation or assumption of coverage. 
 

 

3-Year Price and Rating History for Pure Storage (PSTG.N) 
 
PSTG.N Closing Price Target Price    
Date (US$) (US$) Rating   
11-Apr-19 22.99 23.00 N *   
21-May-19 20.60 18.00    
15-Aug-19 13.01 14.00    
15-Nov-19 20.00 17.00    
22-Nov-19 16.86 14.00    
29-May-20 17.61 15.00    

* Asterisk signifies initiation or assumption of coverage. 

 

 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months. 
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 
 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total ret urn relative to the analyst's coverage universe 
which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most att ractive, Neutrals the less attractive, 
and Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European (excluding Turkey) ratings are 
based on a stock’s total return relative to the analyst's coverage universe which consists of all companies covered by the an alyst within the relevant sector, with 
Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment  opportunities. For Latin America, 
Turkey and Asia (excluding Japan and Australia), stock ratings are based on a stock’s total return relative to the average total return of the relevant country or 
regional benchmark (India - S&P BSE Sensex Index); prior to 2nd October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return 
potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage u niverse. For Australian and 
New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is 
greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is  between -5% and 15%. The 
overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 May 2015, ETR ranges for Outperform and 
Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 2011.  
Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain 
other circumstances. 
Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the 
company at this time. 
Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or 
investment view on the equity security of the company or related products. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the 
past 24 months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or 
valuation of the sector* relative to the group’s historic fundamentals and/or valuation: 
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 
 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.  
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Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Rating Versus universe (%) Of which banking clients (%) 
Outperform/Buy* 49% (32% banking clients) 
Neutral/Hold* 38% (27% banking clients) 
Underperform/Sell* 12% (23% banking clients) 
Restricted 1%  
*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.  

Important Global Disclosures  
Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research 
products may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are 
only made available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s 
preferences regarding the frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the 
overall client relationship with the Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled 
to receive in the most timely manner, please contact your sales representative or go to https://plus.credit-suisse.com .  
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please 
refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-
suisse.com/sites/disclaimers-ib/en/managing-conflicts.html .  
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone 
to provide tax advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 
Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the 
development, manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see 
https://www.credit-suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf .  
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's 
total revenues, a portion of which are generated by Credit Suisse's investment banking activities 
See the Companies Mentioned section for full company names  
Credit Suisse currently has, or had within the past 12 months, the following as investment banking client(s): NTAP.OQ, IBM.N, HPE.N, DELL.N 
Credit Suisse provided investment banking services to the subject company (NTAP.OQ, IBM.N, HPE.N, DELL.N) within the past 12 months. 
Within the last 12 months, Credit Suisse has received compensation for non-investment banking services or products from the following 
issuer(s): IBM.N, HPE.N, DELL.N 
Credit Suisse has managed or co-managed a public offering of securities for the subject company (IBM.N, HPE.N, DELL.N) within the past 12 
months. 
Within the past 12 months, Credit Suisse has received compensation for investment banking services from the following issuer(s): IBM.N, 
HPE.N, DELL.N 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NTAP.OQ, IBM.N, 
HPE.N, DELL.N) within the next 3 months. 
Credit Suisse currently has, or had within the past 12 months, the following issuer(s) as client(s), and the services provided were non-
investment-banking, securities-related: IBM.N, HPE.N, DELL.N 
Credit Suisse currently has, or had within the past 12 months, the following issuer(s) as client(s), and the services provided were non-
investment-banking, non securities-related: IBM.N, HPE.N, DELL.N 
Credit Suisse or a member of the Credit Suisse Group is a market maker or liquidity provider in the securities of the following subject issuer(s): 
DELL.N, HPE.N, IBM.N, NTAP.OQ, PSTG.N 
A member of the Credit Suisse Group is party to an agreement with, or may have provided services set out in sections A and B of Annex I of 
Directive 2014/65/EU of the European Parliament and Council ("MiFID Services") to, the subject issuer (NTAP.OQ, IBM.N, HPE.N, DELL.N) 
within the past 12 months. 

For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated 
within the past 12 months, please refer to the link: https://rave.credit-suisse.com/disclosures/view/report?i=525116&v=-
1h2dwpcjzezcspujle1ka5iqy .  

Important Regional Disclosures  
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 
The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit 
Suisse does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
https://www.credit-suisse.com/sites/disclaimers-ib/en/canada-research-policy.html. 
Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. 
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