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HONG KONG (St andard & Poor's) Nov. 16, 2015--Chi nese smartphone nanufacturers
have gai ned significant market share over the past two years, pressuring
profits and credit netrics for nore established conpani es, according to a
report published today by Standard & Poor's Ratings Services.

The report, titled "WII Commoditization Dent Profits In The d obal Snartphone
| ndustry?

," projects that smartphone denmand in China slowed by 1%in the first half of
2015 and is likely to remain sluggi sh over the next one to two years. Wile
the growh in gl obal snartphone shipnents is expected to slow to approxi mately
10%in 2015 from 30%in 2014, newer entrants |ike Huawei and Xi aom are

claimng a larger portion of this shrinking market.

These conpani es, and an increasi ng nunber of other smartphone makers, now
of fer good-quality snartphones at affordable prices, benefiting from cheaper
application processors, display panels, and other key smartphone conponents.
The report concludes that these factors have led to stiffer conpetition and
accel erating comoditization of devices.

"We've observed simlar trends in the personal conputer (PC) and TV nmarkets,
but believe they may be even nore intense in the smartphone industry," said

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 15, 2015 1

1481077 | 302325482



Maturing Global Smartphone Market Is Ramping Up Competition And Shrinking Profits, Says S&P Report

JunHong Park, a credit analyst at Standard & Poor's and author of the report.
"This is due to snart phones' shorter product life cycle, and the trend could
t hreaten smartphone makers' profits over tine," he added.

VWiile U S. -based Apple Inc. (AA+ Stable/A-1+) has kept its reign in the

prem um smart phone narket, Standard & Poor's expects Chinese nmanufacturers to
keep gai ning overall share and increasing revenues, albeit with thin margins.
Kor ea- based Sansung El ectronics Co. Ltd. (A+/ Stable/A-1+) will likely remain
in the mddl e ground between Apple and the snaller Chinese players.

Gven the falling entry barriers and intense conpetition, Standard & Poor's
antici pates that Samsung, the top player by global shiprments, will find it
nore challenging to maintain over 20% of market share in com ng years.

A breakthrough in inproving profitability will become even nore el usive for
second-tier smartphone players, |ike Korea-based LG Electronics Inc. (LG

BBB/ Negative/--). Meanwhil e, Japanese snartphone manufacturers, including Sony
Corp. (BBB-/Stable/A-3), are restructuring to focus on other business |ines
and the donestic snmartphone market in light of tough gl obal markets.

Anal ysts expect smartphone denand to stagnate over the next several years in
devel oped markets such as the U S. and Western Europe. Wth the high
penetration rate in these narkets, snartphone replacenents rather than
first-time purchases will likely account for the bul k of demand.

Standard & Poor's Ratings Services will host a |live webcast on Tuesday,
Novenber 17, to discuss the findings of this comentary. Cick here to
regi ster (http://event.on24.com wec/r/ 1093316/ 9208B568COF3FA9764E6A535CFF0835B)

The report is available to subscribers of RatingsDirect at

www. gl obal creditportal.com and at ww. spcapitalig.com Ratings infornation can
al so be found on Standard & Poor's public website at ww. st andar dandpoors. com
under Ratings in the left navigation bar, select Find a Rating. Menbers of the
nmedi a may request a copy by e-mail at seoul.pressroom@t andar dandpoors. com or

by phone at (82) 2-2022-2344. A Korean-|anguage version of this nedia rel ease

is available via spratings.co.kr or via Standard & Poor's CreditWre Korea on

Bl oonberg Professional at SPCK <GO>.
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