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INDIA, RUSSIA, CHINA AND THE
PHILIPPINES

Emerging Tech Hot Spots

The information technology
industrieswill offshore
software devel opment,
customer service, back office
accounting and other func-
tionsto countrieslike India,
Russia, Chinaand the Philip-
pines, aswell as Japan, United
Kingdom and Germany.

It isestimated that 3.3
million U.S. industry jobs, or
$136 hillioninwageswill move
offshore over the next 15
years. A software consultancy
in San Francisco, Sand Hill

Daniel W. Roberts Group, claimsthat companiescan
: reduce about 40 percent from
President their overall budgets by
offshoring. Market researcher Gartner Inc. says by next year,
one out of every 10 technology jobs will move outside the
United States.
Companieslike Oracle Corp., Hewlett Packard Co.,
Intel Corp and Cisco Systems have moved offshore. Cheap
labor is not the only reason for offshoring. It normally begins
with the customers because compani es become familiar with
business customs, available high-tech talent, government
policies, technology infrastructure and the geopolitical
landscape. Moving operationsto a particul ar region will
assist in supporting local sales staffs and provide local
customer service. Some hurdles these companies may face
when offshoring operations are geopolitical and economic
instability. But the largest concern would be being able to
manage and control these operations from such afar dis-
tance.

In India, most Indians speak English. Individuals
thereare highly skilled and I T labor isfairly inexpensive.
More than 2,000 developmental jobs are being moved there

from Oracle Corp., including accounting, payroll and cus-
tomer service. HP a so had 1,200 Compag customer service
jobsmoved from Floridato its Indiacenter. Thelargest risk is
geopolitical uncertainty.

Russia has had many technical achievements,
mostly in the telecom industry. This has attracted the
attention of U.S. tech companies. Sun Microsystems Inc. has
worked with at least one software devel oper there in develop-
ing security products. Intel is also engaged in product
development work in Russia. The concern with Russiaisthe
signs of instability with the government and its people.

China has an enormous labor pool, but not highly
skilled. Entry-level programmersin Tokyo, London or
Chicago earn 50 percent morethan China’'s programmers.
Offshoring in Chinamay berisky dueto all thelevieson U.S.
tech companies. A big risk factor that has caused issuesis
thelack of intellectual property rights.

The Philippinesisthethird largest English speaking
country intheworld, with astate-of-the-art telecom infra-
structure, and one of the largest call centersin the world.
DeltaAir LinesInc., Sony Corp., DHL International Ltd. are
among the two dozen companies who have phone operations
there. One of the setbacksis the small population in the
Philippineswill have atough time keeping up with other
offshoring hotspots like India. The Philippines also face
geopolitical instability.

Intel Outside

Craig Barrett, CEO of theworld'slargest chipmaker, Intel
Corp., believesIndia, Chinaand Russia sregulations are
much more business friendly, with between 250 million and
500 million skilled workers. Intel wasfounded in SantaClara
in 1969, but currently has more employeesin Oregonthanin
its state of inception. Intel does not currently have future
investment plansfor California, but more planstoward
continued offshoring of IT jobs overseas. The reason for
Intel’smoveisdueto California’seconomic and political
malfeasance.

Intel’s chairman, Andy Grove, stated there would be
more software staff in Indiathan the United States by 2010.
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EUROPE
Hoppingthepond

The markets outside the United States are growing fast, and
will most likely surpass U.S. markets. Mature and startup
companies should plan for globalization in Europe to boost
sales, since the market is becoming stagnant domestically.
Companies must beflexiblein order to adapt to different
cultures, and have strategies for global marketing and
distribution.

Intalio Inc. and NetSuite Inc. both unveiled plans for
expansion in Europe. At least half of Intalio’srevenueisfrom
Europe, which isincentive for them to open officesin London
and Brussels. ThisalowsIntalio to better serve their local
clients. Intalio’s software, business process management
(BPM), helpslarge companies standardize operationsin
multiplelocations. Thissoftwareisbeneficial for European
companies with many divisions throughout many countries.
Intalio plans to open more offices throughout Europe. They
haveworked with local resellersin Belgium, Finland, France,
Germany, Switzerland, and the United Kingdom.

The spending for BPM softwarein Europeis
forecast to hit $850 million thisyear and top $1.67 billionin
2005, whileworldwide spending will reach $6.32 billion by
2005. BPM software has barely touched Europe currently,
making it fertile ground.

NetSuite develops business applications over the
Internet for midsize companies. Their applicationsare ableto
handle everything from language nuancesto local account-
ing requirements.

Chip Makers See 2004 as
“Oneof Best YearsEver”

Revenue forecasts have grown for electronic sales,
since the aftermath of the Iraq war and concerns of severe
acute respiratory syndrome (SARS). The demand for comput-
ers, cellular phones and electronic gears was strong, and all
these devices use chips. During the second and third quarter,
corporate technology purchases were a so recovering.
Deferred investmentsin new factories that reduce excess
capacity and help chipmakersraise pricesalso will assistin
making 2004 look prosperous.

In June, the Semiconductor Industry Association
originally projected that worl dwide revenue would grow
16.8% next year, but has now been forecasted to grow to
19.4%to $194 hillionin 2004. Thetrade group raised salesin
2003 from 10.1% growth to 15.8%to $163 hillion.

TheAsian-Pacific market isexpected to grow 18.6%
in 2003 and 23.4% in 2004. North and South America ssales
areseentorise1.9%in 2003to0 17.7%in 2004. Europe’ssales
areexpected to be 17.3% in 2003 compared to 14.7% in 2004.
Overall salesgrowthisexpected to slow to 5.8% to $206
billionin 2005 and rise 6.8% to $219.6 billion in 2006.

BlackBerrys GrowsOver sea

Thedevice maker, Researchin Motion Ltd., makes
BlackBerrys, awireless gadget with acolor screen and
phone/email capabilities. The stock prices have soared and
the company has profited compared to its eight quarterly
losses in the past.

BlackBerrys have mainly been used in the United
States, but has recently gone global. About 15% of the
business comes outside of North America. But Researchin
Motion hasworked on dealsto make the BlackBerrys market
more lucrativeinternationally. There are morethan 50 carriers
worldwide who have BlackBerrys agreementswith Research
in Motion. Vodafone Group PLC, aUnited Kingdom wireless
carrier in Europe, with over 122 million customers, will offer a
BlackBerrysmodel with aVodafone user interface.
Hutchinson Whampoa L td.’s Hutchison Telecommunications
inAsiawill have English language BlackBerry servicein
China and elsewhere. Research in Motion aso has plans to
market Chineselanguage BlackBerrys service next year.

Nokia, Microsoft Corp., Palm Source Inc. and other
wireless hand held manufacturers and related technology
companies have licensing agreements to use Blackberry
technology. Nokiawill soon market thefirst BlackBerrys
enabled device, which will be soldinternationally. A U.S.
launch is hindered due to patent infringement legal issues
with NTPInc., an Arlington, Virginiacompany.

Research in Motions's employment has nearly
doubled to 2,300 during the past two years. There were
711,000 BlackBerrys subscribers as of August 30 thisyear,
and this number is expected to grow. The company said sales
surged 71% for the second quarter that ended August 30 to
$125.7 million. A year earlier, the company had aloss of $14.2
million whilehhaving aprofit of $2.1 million thisyear. Research
in Motion forecast further gains in revenue and earnings.
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ASIA

Rise of Flat-Screen TVsReshapes|Industry

Flat-screen technology first took off three years ago,
and few thought it would be affordable in larger screens used
inTV sets. But theindustry islooking promising, with
breakthroughs in technical designs and factory processes.

Traditional TVsuse picture tubes, and for 30 years,
Sony Corp. and RCA parent Thomas SA have been the
leaders as the two biggest selling television brands in the
United States. Sony and RCA failed to invest in flat-screen
TV technology, which gave other companies a chance in the
industry. But Sony has formed ajoint venture with Samsung
to build next-generation flat-screen plant. Companies that
have invested in flat-screen technology are Sharp Corp. and
Matsushita Electric Industrial Co. of Japan, Samsung
Electronics Co. and LG Electronics Inc. of South Korea, and
AU Optronics Corp. and Chi Mel Optoelectronics Corp. of
Taiwan.

Forecasts say 15% of theworld wide market will own
flat-screen TVsby 2007, whichis28 million TVsout of a
projected total market of closeto 200 million. Japan expectsto
outsell tube models by 2005.

Manufacturers and retailers are yielding seven to
eight timesrevenue astube TV s of comparable size. Profit
marginsfor flat-screen TV sexceed 30% whilelessthan 10%
for tube TV's. Popularity isclimbing also with the prices
faling fast.

More efficient production processes for features
such as brightness and larger LCD screens have helped in
driving prices lower, but manufacturers have struggled a bit
in keeping up with the demand for production of the flat
panels, which is 85% of the cost of the flat-screen TV.

China’'sTradePoliciesHurt Silicon Valley

China has been accused by the U.S. lawmakers and
the Bush Administration of stealing jobs from America, by
keeping their currency low. But changing the currency policy
may not bevery beneficial for the American and global
€conomies.

China'sunfair trade policies are undercutting the
viability of businessesin Silicon Valley and beyond. The
focus should probably be placed on these issues, or this
could be detrimental to the U.S. semiconductor industry and
cost America jobs and technology |eadership.

A value added tax, asort of salestax, of 17 percent isplaced
on chips sold in China, and Chinais becoming one of the
world’slargest semiconductor markets. Thereisa 14 percent
rebate for value added taxes given by China, for chips made
or designed there. The World Trade Organization principle
considersthisaviolation for unfair subsidy for locally made
chips. Most chips are subject to thistax because a majority of
these chips are imported. Therefore, this gives chipmakers
incentiveto build their next plant in China. In turn, this
causes agrowing risk for theintellectual property of the U.S.
companies because copying of designs and outright theft is
very common in China

Easing Restrictions

Chinahas survived the SARS epidemic it was faced
with in the beginning of this year, and now they have eased
their restrictions by allowing foreign companies to setup
export divisions on its shores. Thiswill assist in the growth
of China’s semiconductor industry. Now with this option,
electronic companies that buy and manufacture components
in Chinawill not haveto rely onlocal exportersto ship goods
out of the country; which will assist in cutting cost. In the
past, companies would have to contract with government
import and export agencies.

Companies have already expressed interest in
setting up adivision in the Chinese city Shenzhen; which
includes Hewlett Packard Co. of PaloAlto, Dell Inc. of Austin,
Texas, and Royal PhilipsElectronicsN.V. of The Netherlands.

Silicon Valley companieseye
opportunity in China

Chinahas been attracting many Silicon Valley
companies since the 1990s. There have been many challenges
facing U.S. companies; ranging from cultural hurdles, red tape
that have caused impediments for international trade,
remnants of the SARS epidemic, human rights abuses, and
intellectual property theft.

Salesfor enterprise resource planning softwarein
Chinais predicted to grow $400 million by 2007, whilelast
year it grew by 40 percent to $85.5 million. Chinaalso hasa
telecom infrastructure built with the latest routers and
switchesfrom Cisco SystemsInc. With over 270 million
wireless subscribersin Chinga, there is an abundance of
opportunity for U.S. companiesto provide wireless service.
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Both U.S. and Chinese companies are wary of each
other. U.S. companies should find trustworthy companiesto
partner with in China. Chinese companiesarewary that U.S.
companieswill take off after making some quick cash. Despite
all these concerns, Silicon Valley is continuing to open
officesand make investmentsin China. Next generation
government leadersin Chinaare being educated in U.S.
schools. The relationship continues to grow between the
United States and China.

LATIN AMERICA

BullsL ook Anew at Latin America

Korn/Ferry International, aconsulting firm based in
LosAngeles, did a survey based on the business environ-
ment in Latin America. Theresultslooked like many compa-
nies were considering aggressive investment in the region.
Latin American companiesand regional unitsof multination-
als such as Microsoft Corp., MasterCard International Inc.
and NovartisAG plan to take advantage of the upward trend
in Latin America, compared to thetraditionally volatile
economy in thisregion.

The survey was based on 212 executivesfrom a
broad array of sectorsfrom large companies. Based on the
survey, 32% planned to invest aggressively, some 49% would
be conservative, while 15% would wait and see how things
look. The survey also showed that 41% of respondents
planned to hire more executives over the next two years, than
they have in the past two. Thisisthe first survey of its type
for thisregion, so there are no comparative figures.

Signsof global recovery inthe U.S. haveimproved
L atin economieswith strong export. Latin Americahasalso
received rising prospects with the U.S. for regional freetrade
agreements.

About Roberts & Ryan Investments Inc.
At thistime of year, wetakethe

opportunity to wish our clients
avery Happy Holiday season
and a Great New Year.

Daniel W. Roberts
President

Thisis a timely newsletter for our ingtitutional clients. The information herin has been assembled with the utmost attention
to detail, however, as with all research , the accuracy cannot be guaranteed.
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