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SPR Update - CSCO - Some Signs of Weakness, More Cuts Coming...
CSCO

Checks on Cisco sound similar to the past few quarters with continued slow bleed of
market share in the enterprise market to Arista and others, more departures of execs
and senior sales staff but still hope of a refresh cycle starting sometime in 2024. Now
that 2024 is here, the easy call by many industry contacts is that there is still uncertainty
in the first half but the second half looks bright, with the usual caveats about the macro
economy.

Concerns include:

1) Departures of Cisco execs in some key areas including leadership in their Routing
organization; Head of wireless sales, various field management positions.

2) Concerns regarding Cisco’s Splunk acquisition. Cisco’s strategy in acquiring Splunk,
as we understand it, is to integrate Splunk and Cisco technology and to leverage Cisco’s
account control to help retain and growth revenue. Although the deal won’t close for a
while, channels are already seeing some clients take more aggressive action to limit
their Splunk spend and to consider alternatives. Some include tactical moves like using
Cribl or SentinelOne DataSet to offload large volumes of data and processing from
Splunk. End users are also evaluating the shift to next generation SIEM / XDR from
vendors including Crowdstrike, Palo Alto, Microsoft or others. Some industry contacts
see the evaluation of alternatives to Splunk accelerating now that the Cisco / Splunk
deal has been announced.

3) Some anecdotal evidence of disappointing sales. Cisco is a very large organizations
and our channel contacts do not have visibility across much of their market. Recent input
is similar to the past few quarters with no indications of re-acceleration.

Reasons for optimism include:

1) Cisco's large installed base includes a lot of equipment that is overdue for refresh.
Many upgrades have been delayed due to expectations that more applications would be
moved to the cloud. There are many examples of large enterprises that stated over the
past few years, their intention to move the majority of their apps to the cloud. 2023 was
the year of cloud optimization as end users learned more about cost overruns and other
cloud related issues. Now, armed with more realistic expectations about the viability and
cost of cloud, organizations are better able to assess their premise based infrastructure
and refresh where appropriate.

2) Channels report high levels of sales activity and projects in the pipeline. Although
there is uncertainty regarding budgets and timing, projects are in motion and ready to
move forward as end users gain more confidence in their business plans.

More Cuts...
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Cisco is expected to announced more cuts (see Cisco to cut thousands of jobs to focus
on high growth areas.) Field contacts anticipate that Cisco will inform their organization
of how many and who is impacted this Thursday. Cisco will certainly stress the positive,
that they are making changes to focus on high growth areas. The cuts will also likely
result in savings. On the negative side, we believe that at least some of the cuts are
being made as a result of growth that is slower than anticipated.

As always, we are happy to discuss in more detalil,
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Important Disclosures:

Facts and the other information contained in this report have been obtained from public
sources considered reliable but are not guaranteed in any way. No independent
confirmation of the truth, correctness or accuracy of the information presented has been
made by Sales Pulse Research, LLC.

This report is published solely for information purposes and is not an offer to buy or sell
or a solicitation of an offer to buy or sell any security or derivative. Sales Pulse
Research, LLC accepts no responsibility for any loss or damage suffered by any person
or entity as a result of any such person's or entity's reliance on the information presented
in this report. Opinions and estimates expressed herein constitute judgments as of the
date appearing on the report and are subject to change without notice.

Employees of Sales Pulse Research, LLC may from time to time acquire, hold or sell a
position in the securities mentioned herein in this report.

All of the recommendations and views about the securities and companies in this report
accurately reflect the personal views of the analyst(s) of Sales Pulse Research, LLC. No
part of analyst's compensation was, is, or will be directly or indirectly related to the
specific recommendations or views expressed by the research analyst.

No part of this document may be copied, photocopied, or duplicated in any form or other
means redistributed or quoted without the prior written consent of Sales Pulse Research,
LLC.

Confidentiality Notice: This transmittal is a confidential communication or may otherwise
be privileged or confidential. If you are not the intended recipient, you are hereby notified
that you have received this transmittal in error and that any review, dissemination,
distribution or copying of this transmittal is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by reply and delete this
message and all its attachments, if any.
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