Damp PC sales
chip Intel Q1
proﬁts by 90%

INTEL appears to be playing it safe
with an ugly first-quarter forecast. The
chip maker reported on Thursday that
profit plunged 90% and sales slipped
23% during the last three months of the
year, matching analysts’ subdued esti-
mates, Wall Street was braced for the bad
news: Intel had lowered its fourth-quar-
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So what about 20097 Intel said it
doesn’t know when demand will pick
up, so the Santa Clara-based company
set the bar low and offered first-quarter

ce at the low end of what ana-
were expecting.

Intel said its 2009 sales is likely to be
around $7 billion, which translates to a
dedine of more than 25% from the first
quarter of 2008. Gross profit margin
should also sink sharply, falling from
more than 50% of sales to the low-40%
range, it said. Gross profitis a key measure
of how well a company is controlling its
costs, but falling demand, invest-
ment in factory upgrades and big costs for
running factories at less than full throttle
willall take their toll on Intel's bottom line,

Intel said the financial crisis has made
it so difficult to predict revenue that the
company wouldn't offer a precise esti-
mate. Analysts surveyed by Thomson
Reuters were expecting $7.3 billion in
sales, on average, but estimates
from $6.6 billion to as high as $9.3 bil-
lion. The profit forecast was below many
estimates, but was good enough to send
Intel's shares up 3.8% in after-hours
trading. “I don’t think they're good
numbers; but they‘re good numbers to
start from,” said Cody Acree, senior
scnﬂmn&mranalystwlthsuic].bﬁm-

laus & Co. “We all knew they would t
bad, and that they’d come down, bt
they've set a base to work from.”

Intel’s chief finandal officer Stac
Smith said in an interview that compu
er-makers’ inventory levels fell in th
fourth quarter and continued fallin
into the first quarter, which mear
they're not buying as many new chip
‘He said Intel’s product line-up
the company well to take advantag
when demand starts rising again, bt
Smith cautioned that no one knows ye
when that might be.

“It's very difficult 10 predsely ca
when we’ll hit the bottom,” he said. T
the fourth quarter, Intel’s net incom
was $234 million, or 4 cents per shart
compared with $2.3 billion, or 38 cent
per share, in the year-ago period.

Profits were squeezed by a freeze in in
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Abig reason for the severity of the fourth
quarter drop, though, was a $1-billiol
writedown of the value of Intel’s invest
ment in internet provider Clearwire
Clearwire specialises in a new type (i
wireless broadband
WlMaxthatIntcllsbuﬂdmglnlott
chips, and has stumbled on fears th
credit crunch will derail its ambitiou
network buildout plans.

Intel’s sales were $8.2 billion, a 23%
shortfall from last year. Forall of 2008, In
tel ecarned $5.3 billion, 24% lower than,
year ago, on sales of $37.6 billion, a 2%
decline. PC demand issinking fast, whicl
takes its toll on Intel because Intel own
80% of the market for microprocessors
the brains of personal computers, Marke
research firms IDC and Gartner reporte
this week that PC sales growth in th
founhquanuwasﬂwworstit’sbceni:
six years, with the slump expected 1
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