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Executive Summary

|
« The Asia Pacific (APAC) WAN Optimization Controller (WOC) market recorded a flat 5.0% growth on a

YoY basis in 2013. Demand for the technology was fairly subdued given the relatively weaker business
environment in the region, which affected enterprises’ propensity to spend on IT. Moreover, the technology
segment also faced growing competition from newer networking technologies such as Software Defined
Networking (SDN). The market buzz surrounding SDN diverted enterprise attention away from WOC, with
some enterprises adopting a wait-and-see attitude towards the long term viability and value proposition
offered by both technologies.

* The relatively mature understanding that APAC enterprises had towards WOC technology meant that they
were able to recognize the value that WOC offered in minimizing network performance inefficiencies and
improving workforce productivity. Indeed, the direct impact that WOC had in creating business value for
the enterprise also helped in justifying investments in the technology, since enterprise customers were
able to see its Return on Investment (ROI) value.

«  Service providers across APAC continued to invest in WOC solutions, with many of them looking to offer
WOC-related services as part of their value-add on top of their traditional offerings. In many ways, the
ability of WOC to reduce application latency and maximize bandwidth usage meant that service providers
were also able to offer more value-add services such as security-related ones into their service bundle
packages. SMB enterprises were also keen to adopt WOC via the services approach due to their
budgetary and expertise constraints.

* Looking ahead, emerging technology trends such as Internet of Things (IoT) and Big Data are likely to
hold great potential for WOC technologies. Moreover, with more enterprises looking to build their own
private clouds, there may be a greater role for WOC to play in enabling these extended networks to
constantly operate at optimal performance levels. The challenge is thus for WOC vendors to introduce
more innovative capabilities into the solution to ensure it remains relevant in the long run.

Source: Frost & Sullivan analysis.
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Market Definitions and Research Methodology
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Research Objectives

This tracker provides an analysis of the total WAN Optimization Controller Market in the APAC region for
2013 (January to December 2013) period. It analyzes the market trends, vendor performance, vertical
market splits, and enterprise size splits.
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Research Methodology

e
WAN Optimization Controller Market: Research Methodology, Asia-Pacific, 2013

In-house information/
secondary research

Primary | Research

WAN Optimization
Controller Vendors

System Integrators &
REREULETES

Major Distributors

Source: Frost & Sullivan analysis.
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Geographical Coverage

WAN Optimization Controller Market: Geographical Coverage, Asia-Pacific, 2013

Greater China
China

Hong Kong
Taiwan

Japan

South Korea

?
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ASEAN

Singapore APAC
Malaysia Australia
Indonesia New Zealand
The Philippines

Thailand

Vietnam ' } Source: Frost & Sullivan analysis.
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Market Definitions

WAN Optimization Controller (WOC):

WAN traffic management controllers are appliances or software that enhance WAN performance by
classifying, monitoring, and shaping WAN traffic.

WAN acceleration controllers are symmetric appliances or software that are deployed in datacenters and
branch offices or remote locations to enhance application and WAN performance. The controllers use
techniques such as traffic shaping, compression, caching, and protocol acceleration to enhance
performance. WOCs can be deployed at datacenters, branch offices, or end-points.

Source: Frost & Sullivan analysis.
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Market Definitions

For the Purpose of this study, the WAN optimization controller market is segmented as follows:

WAN Optimization Controller Market: Technology Segmentation, Asia-Pacific, 2013

E WAN Optimization Controller j
WAN Traffic Management WAN Acceleration

| Datacenter I | Branch Office || End-point l

Source: Frost & Sullivan analysis.
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Market Definitions

e
For the Purpose of this study, the WAN optimization controller vertical and horizontal segments
are defined as follows:

WAN Optimization Controller Market: Vertical and Horizontal Segmentation, Asia-Pacific,
2013

[ Customer Segmentation }
|

By Enterprise Horizontals

By Enterprise Verticals
BFSI (Banking, Financial Service, and
Insurance)
Manufacturing
Government

« Large Business (Large:
greater than 500
employees)

Small and Medium
Business (SMB: less
than 500 employees)

Education
Service Providers

Tech/Internet

Others (include pharmaceutical, retail,
logistics, oil/gas, energy, mining,
agriculture, IT/ITes, and BPO verticals)

Source: Frost & Sullivan analysis.
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Assumptions

All revenues are based on end-user prices that is, actual price paid by end users for the
products. All revenues associated with system integration, maintenance, and other
professional services attributes have been excluded from this analysis.

Revenues are in United States Dollars, unless specified otherwise.

The average channel mark-up is assumed to be between 30-40%.

The research excludes WAN Optimization products that are focused exclusively on non-
enterprise verticals (such as only Telecom-focused products).

Appliances that offer limited functionality by offering these as non-core features on
routers or other platforms are excluded from the study.

Stand-alone WAN Link load balancers are excluded from this study. Only symmetric
appliance deployments are considered in WAN acceleration revenues.

Source: Frost & Sullivan analysis.
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Greater China WAN Optimization Controller Market

AONRC
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Market Highlights

WAN Optimization market: Historical Market WAN Optimization market:
Performance, Greater China, H2 2012-H2 2013 Market Growth, Greater China, 2013
45.0
= 40.0 ) 9 Revenue Growth
[
= 350 Market Rate (%)
= 300 Segment
& 25.0 2013/2012
o) 20.0
= 15.0
G>J 10.0 Al 2.5
& ' Acceleration '
50
0.0 22012  H12013  H22013 WAN Traffic 18.5
=4 WAN Traffic 23 £ 3 0.3 Management
Management ' ' '
== WAN Total 54
Acceleration 30.3 26.4 32.3
wMarket Size 37.7 31.8 41.6

Note: All figures are rounded; the base year is 2013. Source: Frost & Sullivan analysis.
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Market Highlights (continued)

|
WAN Optimization market: Key Market Trends, Greater China, 2013

The Greater China WAN Optimization Controller (WOC) market registered a steady YoY
growth of 5.4% in 2013. The growth clocked in the WOC market could be attributed to the
recovery of the Hong Kong WOC market, which witnessed a YoY growth of 5.3% in 2013.
In addition, the robust adoption of WAN traffic management solutions resulted in the
segment recording a YoY growth of 22.0% in 2013.

» With the trend moving towards datacenter consolidation and cloud computing, enterprises
were increasingly focused on ensuring the security and efficiency of their IT setup, be it
for data or applications. Hence, more enterprises were looking at WOC solutions to
optimize and better secure the user experience in a private cloud setup.

« The government vertical increased its spending on WOC significantly in 2013. With the
new Chinese government putting more effort on the development of ICT in the country,
the overall spending in ICT during the year rose. Another vertical experiencing a robust
growth in WOC spending is technology/internet, which posted a YoY growth of 19.7%.

Market
Overview

» The growing enterprise drive towards cloud computing, in particular private cloud setups,
saw many of them turn to WOC to optimize the performance levels of their network
Market infrastructure. Moreover, with many Chinese enterprises looking to expand their business

Drivers and footprint beyond their home market, they were also looking at WOC to ensure their fast-

Restraints expanding corporate networks were constantly operating at equitable and optimal levels.

» The weaker business climate in the region did cause some enterprises to scale back on
their IT expenditure, which inevitably affected their propensity to invest in WOC solutions.

Note: All figures are rounded; the base year is 2013. Source: Frost & Sullivan analysis.
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Market Highlights by Technology and Topology

WAN Optimization market: Technology Demand Analysis, Greater China, 2012 and 2013

100.0% -
5 80.0% -
e 60.0% -
§ 40.0% -
&J 20.0% -
0.0% -

0 2012 2013

@ WAN Acceleration 82.2% 80.0%

®WAN Traffic Management 17.8% Technology 20.0%

WAN Optimization market: Topology Demand Analysis, Greater China, 2012 and 2013

. 60.0%
S
" 40.0%
=}
S 20.0%
>
0.0%
o ° 2012 2013
i Datacenter 53.7% 48.3%
H Branch Office 41.7% 37.3%
i End-point 4.6% Topology 14.4%

A list of vertical abbreviation used can be found in market definition slide . Note: All figures are rounded. the base year is 2013. Source: Frost & Sullivan analysis.
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Market Highlights by Technology and Topology (continued)

|
WAN Optimization market: Adoption Trends, Greater China, 2013

Technology
Trends

WAN acceleration continued to dominate the WOC market in 2013, capturing a
majority market share of 80.0%. The dominance of the technology segment is mainly
fuelled by the steady demand and strong understanding and mindshare towards the
technology. Trends such as datacenter consolidation, cloud computing and web-
driven business processes are likely to drive growth of WAN acceleration solutions
since the technology is able to optimize application performance and bring about a
better user experience.

2013 also witnessed more enterprises in the Greater China region attempt to control
bandwidth usage in order to shorten the response time of critical applications and
thus improve their performance levels. The gradual understanding and appreciation of
the value proposition offered by WAN traffic management saw the segment capturing
more market share in the WOC segment in 2013.

Topology
Trends

The investment on the datacenter front continued to lead the Greater China WOC
market in 2013, capturing a share of 48.3% of the market. However, with less sizable
deals happening at the datacenters and branch offices, the market share of both
topologies dropped in 2013.

In contrast, 2013 witnessed a robust growth for mobile/client WOC solutions, with the
segment registering a 219.3% growth rate on a YoY basis. The strong take-up could
be attributed to the rising adoption and influence of mobile devices in the enterprise
environment, as well as more enterprises looking to empower these devices as an
extension of their corporate networks.

Source: Frost & Sullivan analysis.
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Market Highlights by Horizontal and Vertical

WAN Optimization market: Vertical Demand Analysis, Greater China, 2012 and 2013

30.0% -
25.0% -
20.0% -
15.0% -
10.0% -
5.0% -
0.0% -

Revenue (%)

Service
Provider

M2012 21.2% 18.6% 16.9% 11.3% 6.7% 7.7% 17.6%

BFSI Government Manufacturing Tech/Internet Education Others

w2013 19.8% 18.1% 18.1% 11.3% 7.6% 6.8% 18.3%
Verticals
WAN Optimization market: Horizontal Demand Analysis, Greater China, 2012 and 2013

100.0%
80.0%
60.0%
40.0%
20.0%

0.0%

Revenue (%)

2012 2013

M SMB 21.5% 22.6%

HLarge 78.5% 77.4%
Horizontals

A list of vertical abbreviation used can be found in market definition slide . Note: All figures are rounded. the base year is 2013. Source: Frost & Sullivan analysis.
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Market Highlights by Horizontal and Vertical (continued)

WAN Optimization market: Adoption Trends, Greater China, 2013

Top Vertical
Trends

» Revenue contributions to the WOC market from the BFSI and manufacturing verticals
remained fairly consistent in 2013.

« The service provider vertical remained the largest spender on WAN Optimization
Controller(WOC) solutions in Greater China, accounting for 19.8% of the total share in
the market. However, 2013 did witness a decline in the revenue contribution of service
providers due to less sizable deals happening.

« The government vertical increased the spending on WAN Optimization
Controller(WOC), registering a healthy YoY growth of 12.9% in 2013. Governments in
the Greater China region were all observed to be actively driving forth ICT development
in their respective countries.

* The tech/Internet vertical registered the highest YoY growth of 19.7% in the 2013 in the
Greater China WOC market, expanding its share of 6.7% in 2012 to 7.6% in 2013.

Top
Horizontal
Trends

» Large enterprises continued to dominate the WAN Optimization Controller(WOC)
market. With economic exchanges and business activities becoming more frequent
across the Greater China region, WOC solutions was used by large enterprises to aid
in their network expansion and bring about greater efficiencies across the entire setup
both domestically and regionally.

« WOC spending from the SMB segment maintained its growth momentum with a YoY
growth of 12.8% in 2013 due to growing awareness towards the technology in the
region.

Source: Frost & Sullivan analysis.
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Market Forecasts by Technology Segment

WAN Optimization Market: Forecast by Technology Segment,
Greater China
CAGR, 2013-2020 = 18.1%

250.0 - - 250
200.0 - ! - 20.0
= —
o <
< 150.0 - . - 150 &
& g
@ e
2 100.0 - —_ - 100 =
S 5
> 0)
e
0.0 0.0
2013 2014 2015 2016 2017 2018 2019 2020
== WAN Tratffic 14.6 16.3 18.4 21.0 24.4 275 30.2 325
Management
k== \WAN Acceleration  58.7 69.8 85.4 105.9 1282 1523 1781  202.3
Growth Rate (%) - 17.3 20.6 223 20.2 17.8 15.9 12.7
Years

Note: All figures are rounded. The base year is 2013. Source: Frost & Sullivan analysis
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Market Forecasts by Technology Segment Discussion

|
The Greater China WOC market is forecasted to grow faster in the next three years and reach its peak
in 2016. The market is expected to reach a total market size of US$ 234.8 million in 2020 with a
CAGR of 18.1%. The Greater China WOC market is expected to exceed the ANZ WOC market to
become the largest WOC market in the APAC region in 2020.

With more enterprises in the Greater China looking to build their own private cloud setups, many of
them are expected to be looking more closely at the security and efficiency levels of their IT
infrastructure. The ability of WOC solutions to bring about greater application performance and provide
more network visibility is also likely to appeal to enterprises hoping to optimize experiences for their
users, be it employees or customers.

Enterprises in Greater China were also observed to be looking at mobile devices as an extension of
the corporate network. Hence, WOC capabilities are expected to be increasingly offered on these
mobile devices as enterprises strive to empower them, and ensure the user will not have to deal with
issues surrounding application latency on these devices. This will also allow enterprises to optimize
user experiences regardless of which terminal they are accessing from.

Nowadays, enterprises are committed to reduce costs. As such, in order to shorten the response time
of critical applications in their setup, the WOC solution is also looking to incorporate more traffic
management capabilities, so as to ensure optimal bandwidth usage and bring about higher levels of
performance for the critical applications.

With more SMB enterprises in Greater China also looking to gain the benefits associated with WOC
technology, demand for managed WOC services in the region may prompt more WOC investments
from the service provider vertical. The ability to outsource will be especially appealing to budget and
resource constrained SMB enterprises.

Note: All figures are rounded. The base year is 2013. Source: Frost & Sullivan analysis

9A61-74 FROST ¢ SULLIVAN -




Greater China Country Analysis—Market Share

Market Share by Revenue
WAN Optimization Controller Market: Greater China, 2013

Taiwan

Hong Kong
16.1%

China
68.8%

Note: All figures are rounded. The base year is 2013. Source: Frost & Sullivan analysis.
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Greater China Demand Analysis by Country

T
China

- The Chinese WOC market maintained a steady performance, clocking a YoY growth of 5.6% in
2013. However, a strong rebound is expected in the coming year as the new government has come
up with policies in 2013 to address the importance of ICT infrastructure. The WOC solution will be an
important area of focus if the government wants to optimize the user experience and enhance the
efficiency of applications.

« 2013 witnessed the government vertical increase its spending on WOC. With a new government
coming into office, the need to facilitate more effective communications between the government and
citizens boosted the adoption of ICT in general, including WOC technology. Under the guideline, the
demand for WOC is likely to witness a continual increase in future.

- In addition, as adoption of cloud computing gradually moves into the SMB segment, the role of WOC
as an important enabler for cloud setups is also gaining more awareness in China. Enterprises in
China are keen to enhance operational efficiency levels by improving the performance of critical
applications. As the mindshare and understanding towards WOC strengthens among the large
enterprises, the impact of the WOC solution in improving overall business competitiveness and
performance levels will also gain greater recognition.

- The rising adoption of mobile devices in the Chinese enterprise environment is also likely to generate
greater demand for client/mobile WOC solutions in the long run. This is especially so as more
Chinese enterprises embrace mobile computing and BYOD trends in the country.

The China WOC is expected to reach a total market size of US$ 164.9 million in 2020, riding on a
CAGR of 18.4%.

Source: Frost & Sullivan analysis.
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Greater China Demand Analysis by Country (continued)

|
Taiwan

- The Taiwanese WOC market recorded a flat growth in 2013, registering a growth rate of 4.3% on a YoY
basis. Following its strong performance in 2012, the growth momentum did not continue in 2013 as
enterprises tightened their budgets on ICT infrastructure due to the overall sluggish economic conditions.

- Nonetheless, Taiwanese enterprises were observed to be increasingly focused on enhancing user
experiences on their corporate networks. As a result, many were looking to use WOC technology as a way
to achieve optimal network performance levels and consequently, better application performance levels for
their network users. With some enterprises also looking to build their own private clouds, they were also
keen to view mobile devices as an extension of their corporate network, henceforth increasing the demand
for mobile/client WOC solutions.

« Among the verticals, the government segment witnessed the fastest YoY growth rate of 13.4% in 2013 due
to the completion of several sizable deals in the vertical. The tech/internet vertical maintained a steady
growth of 6.2% on a YoY basis, as enterprises in the vertical wanted to enhance the efficiency levels for
branch offices to gain access to data and applications consolidated at the datacenter.

- Riverbed maintained its leading position in the Taiwanese WOC market but did not register as strong a
growth momentum as it had in 2012. The overall sluggish economic conditions remained as a key restraint
to all vendors in the market.

- The Taiwanese WOC market is expected to reach a total market size of US$ 35.6 million in 2020, hitting a
CAGR of 18.1% in the process.

Source: Frost & Sullivan analysis.
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Greater China Demand Analysis by Country (continued)

Hong Kong

The Hong Kong WOC market recovered from the sharp decline in 2012, registering a YoY growth rate of
5.3% in 2013. The BFSI segment bounced back as a result of the gradual recovery of the global
economy, recording a growth of 20.4% on a YoY basis in 2013.

2013 witnessed the recovery of the BFSI vertical. With the gradual recovery of the global economy and
the Closer Economic Partnership Arrangement (CEPA) signed between China and Hong Kong, more
business activities were observed to be happening in the BFSI vertical. The need to improve the overall
efficiency of the IT setup drove forth the adoption of the WOC solution. However, the weaker Chinese
economy did result in the growth potential of the WOC market being dampened.

Among the verticals, the tech/internet segment showed the strongest growth rate of 62.0% on a YoY
basis. This vertical maintained and even accelerated the growth momentum from 2012 as the need to
improve efficiency levels at branch offices to access critical data and applications at the datacenter
continued to increase in 2013.

In Hong Kong, the SMBs were observed to be more forward thinking about the adoption of WOC
solutions than their counterparts in China and Taiwan. With a growth of 14.4% on a YoY basis, the SMB
segment increased its market share in the WOC segment in 2013. Large enterprises maintained a
steady YoY growth rate of 6.2% in 2013.

The Hong Kong WOC market is expected to grow at a CAGR of 16.5% during the forecast period,
reaching a total market size of US$ 34.3 million in 2020. The market is on its way to recovery and a
stronger growth is expected in the coming year.

Source: Frost & Sullivan analysis.
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Vendor Market Share — Overall

WAN Optimization market: Vendor Performance, Greater China, 2013

Vendor Rev_er_me Revenue Growth Rate 2013/ 2012(%)
($ Million)

Riverbed 21.6 (2.0)
Cisco 14.7 4.8
Sangfor 13.1 12.3
Bluecoat 5.4 8.3
Appexnetworks 5.3 23.3
Allot 5.0 6.2
Silver Peak 1.2 -
A10 Networks 0.9 5.3
Others 6.1 (12.6)

Others include F5, Exinda Networks, Juniper, Citrix and other small WAN Optimization vendors

Note: All figures are rounded. the base year is 2013. Source: Frost & Sullivan analysis.
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Vendor Market Share — Overall (continued)

WAN Optimization market: Company Market Share WAN Optimization market: Vendor Growth
by Revenue, Greater China, 2013 Comparison, Greater China, 2013/2012
A10 Others 40.0
Silver Peak_ Networks 8.2% ~ 300
1.6% 1.3% | 5 > :
= 200 ) ¢
Allot Riverbed s -
O 00 - L
= i
Appex 2 (10.0)
Networks % (20.0)
0,
7.3% 2 (30.0)
i (40.0)
Bluecoat P (50.0)
O O & B @ S N @ ©
S 8 S
N P & & & ©
<& 2NN NaRS
@ o O
K v
Sangfor Cisco s
17.9% 20.1%

Note: All figures are rounded. the base year is 2013. Source: Frost & Sullivan analysis.
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Competitive Highlights

WAN Optimization Controller Market: Key Strategies and Tactics, Greater China, 2012 and 2013

Company Market
Share by Revenue (%)

OveraII

Remarks

* Riverbed registered a YoY decline of -2.0% in the Greater
China region, which was mainly due to the contraction of its
business in the Chinese WOC market. As the government
vertical in China was the leading spender on WOC, the fact
that Chinese government was relying more on Chinese local
vendors had an adverse impact on Riverbed’s business in
China. In contrast, Riverbed remained the market leader
after clocking steady growth rates in the Hong Kong and
Taiwan markets.

» Cisco maintained a steady performance with a YoY growth
rate of 4.8% in Greater China region. The fact that Cisco was
neither specialized nor focused on the WOC market
hindered its growth potential in the Greater China region.
Nonetheless, Cisco still retained its position as the second
largest vendor in the market due to its strong branding.

Note: All figures are rounded. The base year is 2013. Source: Frost & Sullivan

Riverbed 29.4 31.7
Cisco 20.1 20.2
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Competitive Highlights

WAN Optimization Controller Market: Key Strategies and Tactics, Greater China, 2012 and 2013

Company Market
Share by Revenue (%)

Vendor Rem arks
OveraII

* With a robust growth rate of 12.3% on a YoY basis, Sangfor
surpassed Blue Coat to become the third largest WOC
vendor in the Greater China Region in 2013. As a local
Chinese vendor, Sangfor had the advantage to better
understand the Chinese WOC market and was able to better
fit the needs of the local customers. With more support
expected to come from the Chinese government, Sangfor is
on track to grow healthily in the upcoming years.

Sangfor 17.9 16.8

Note: All figures are rounded. The base year is 2013. Source: Frost & Sullivan
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Other Participants

|
Asia-Pacific
» Others in the WAN Acceleration market share include Juniper, Array and other small vendors.
» Others in the WAN Traffic Management market share include other small vendors.
ANZ
» Others in the WAN Acceleration market share include Juniper, F5 and other small vendors.
» Others in the WAN Traffic Management market share include other small vendors.
ASEAN
« Others in the WAN Acceleration market share include Citrix, F5 and other small vendors.
« Others in the WAN Traffic Management market share include other small vendors.
Greater China

» Others in the WAN Acceleration market share include Juniper, Citrix, Exinda Networks, Array and
other small vendors.

» Others in the WAN Traffic Management market share include other small vendors.

Source: Frost & Sullivan research.
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Other Participants

India

» Others in the WAN Acceleration market share include Citrix, Array and other small vendors.
» Others in the WAN Traffic Management market share include other small vendors.

Japan

» Others in the WAN Optimization Controller market share include other small vendors.

South Korea

» Others in the WAN Optimization Controller market share include other small vendors.

Source: Frost & Sullivan research.
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Table of Acronyms Used

WAN Wide Area Networks

Source: Frost & Sullivan research.
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Legal Disclaimer

Frost & Sullivan takes no responsibility for any incorrect information supplied to us by
manufacturers or users. Quantitative market information is based primarily on interviews and
therefore is subject to fluctuation. Frost & Sullivan research services are limited publications
containing valuable market information provided to a select group of customers. Our
customers acknowledge, when ordering or downloading, that Frost & Sullivan research
services are for customers’ internal use and not for general publication or disclosure to third
parties. No part of this research service may be given, lent, resold or disclosed to
noncustomers without written permission. Furthermore, no part may be reproduced, stored in
a retrieval system, or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise, without the permission of the publisher.

For information regarding permission, write to:

Frost & Sullivan
331 E. Evelyn Ave. Suite 100
Mountain View, CA 94041

© 2013 Frost & Sullivan. All rights reserved. This document contains highly confidential information and is the sole property of Frost & Sullivan.
No part of it may be circulated, quoted, copied or otherwise reproduced without the written approval of Frost & Sullivan
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