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DELL 4Q FY09 EARNINGS 

SPECIAL NOTE

Statements in this presentation that relate to future results and events (including statements 
about our future financial and operating performance) are forward-looking statements based on 
Dell's current expectations.  Actual results and events in future periods may differ materially from 
those expressed or implied by these forward-looking statements because of a number of risks, 
uncertainties and other factors, including:  weakening global economic conditions and instability 
in financial markets; our ability to reestablish a cost advantage over our competitors; our ability to 
generate substantial non-U.S. net revenue; our ability to accurately predict product, customer and 
geographic sales mix and seasonal sales trends; information technology and manufacturing 
infrastructure failures and breaches in data security; our ability to effectively manage periodic 
product transitions; disruptions in component or product availability; our reliance on vendors for 
quality product components, including reliance on several single-source or limited-source 
suppliers; our ability to access the capital markets; risks relating to our internal controls; 
unfavorable results of legal proceedings; our acquisition of other companies; our ability to 
properly manage the distribution of our products and services; the success of our cost-cutting 
measures; effective hedging of our exposure to fluctuations in foreign currency exchange rates 
and interest rates; counterparty default risks; obtaining licenses to intellectual property developed 
by others on commercially reasonable and competitive terms; our ability to attract, retain and 
motivate key personnel; loss of government contracts; expiration of tax holidays or favorable tax 
rate structures; changing environmental laws; and the effect of armed hostilities, terrorism, 
natural disasters and public health issues.  For a discussion of those and other factors affecting 
our business and prospects, see Dell’s periodic filings with the Securities and Exchange 
Commission.  We assume no obligation to update forward-looking statements.
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ENVIRONMENT
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1. Challenging Global IT Demand 
Environment Due to Economic Crisis

 Continued deterioration in Q4… 
depth and duration uncertain

November 2008 View Current View

4. Normal Component Cost Environment  Same view

5. Dell Margins
– Improved Mix
– Operational Discipline
– Rapidly Adjust Cost Structure to Demand

 Continues… selectively gaining 
share
– Good Consumer
– Weaker SMB

3. Leading Indicator… Direct Model Lets 
Dell Anticipate and React

 Lots of hardware in channel
– Dell advantaged

4 / 32

2. Customers Are Deferring Purchases,
Spending Unpredictable 

 Same… little budget clarity



FY’09 ACCOMPLISHMENTS
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2. Improve COGS
– Improve Product Costs (Excluding 

Commodity)
– More Variable Cost Structure

 Reduced Opex ahead of downturn
 $1.4B of annualized costs out
 11% headcount reduction in FY’09

 Nearly 40% of business client & 40%+ of 
consumer platforms cost optimized

 Approximately 25% of volume through 
contract manufacturing

 Pursued selective growth opportunity
– Dell grew 11.1% vs. 9.5% for industry
– Dell’s total commercial units outgrew 

the industry by 210bps
– Consumer grew at 1.9x the industry 

while improving profitability
– BRIC countries grew 43% vs. industry 

growth of 6%

 FY09 profitability of 1.2% vs. 0% (FY08)
 Reduced Opex$ by -19% Y/Y while Units 

were up by 35%, Revenues up 11%

1. Reduce Opex Structure

3. Grow Faster than Industry in CY’08

4. Build Profitable Consumer Business

Opportunities Results
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4Q FY09 CONSOLIDATED RESULTS

•$ in Millions – except Units, EPS and Headcount

•Consolidated P&L •Dynamics – Year Over Year

 Revenue down 16% on a 12% 
reduction in units

 Items in quarter totaled $277M, or 
$0.11 per share 

 Before the impact of items, gross 
margin was 18.1% in 4Q’09

 Absorbed $92m in Opex costs in the 
4Q’08 and $152M in Q4’09 related to 
a combination of organizational 
effectiveness, accelerated stock 
comp and the write off of in-process 
R&D.  Before these items, Opex was 
down $423M or -20%

 Adjusting for items, OpInc was 5.5%

 Tax rate for 4Q was 22.6% and 25.4% 
for the full-year

 Headcount was down -11%  Y/Y in 4Q
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*  historical headcount revised to include DFS

*  
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4Q'08 3Q'09 4Q'09 Y/Y 

Growth

Seq 

Growth

Units (thousands) 10,832 10,538 9,553 -12% -9%

Revenues 15,989 15,162 13,428 -16% -11%

Gross Margin 2,994 2,853 2,312 -23% -19%

GM % of revenue 18.8% 18.8% 17.2% -160 bps -160 bps

Operating Expenses 2,218 1,838 1,855 -16% 1%

Opex % of revenue 13.9% 12.1% 13.8% -10 bps 170 bps

Operating Income 776 1,015 457 -41% -55%

OpInc % of revenue 4.9% 6.7% 3.4% -150 bps -330 bps

Income Before Taxes 882 1,009 454 -49% -55%

Income Tax 203 282 103 -49% -64%

Effective Tax Rate % 23.0% 28.0% 22.6% -40 bps -540 bps

Net Income 679 727 351 -48% -52%

NI % of revenue 4.2% 4.8% 2.6% -160 bps -220 bps

Diluted EPS $0.31 $0.37 $0.18 -42% -51%

Headcount 88.2 80.8 78.9 -11% -2%
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4Q FY09 KEY PERFORMANCE METRICS

Revenue Operating Income

EPSOperating Margin
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Operating Expense

Gross Margin

Due to the global demand environment and the absorption of $277M in expenses, 
Dell’s gross margin, operating margin and EPS fell during the fourth quarter
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0.2918.1 5.5
* * *

* Before absorption of $277M in expenses
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4Q FY09 EXPENSE ITEMS
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Organizational 
Effectiveness 
(OE)

Stock Comp 
Expenses

$134M

$104M

OE Costs
$277M or, 
$0.11 EPS

 Closing Limerick 
 Transfer to Poland 
and ODM

 Asset Optimization – U.S.

 Employee Reductions

4Q’09

Stock Comp Expenses

 $39M in annual true-up 
for forfeitures (EPS 
impact of $0.01)

 $104M for acceleration 
of FY’10, FY’11 & FY’12 
stock comp expense 
(EPS impact of $0.04)

FY’10 Implications

 COGS and Opex 
reductions part of $3B 
commitment – now 
raised to $4B by FY’11

 In Q1, we expect to 
absorb organizational 
effectiveness expenses 
at a similar level to Q4 
as we further align our 
business to improve 
competitiveness
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$39M



LIQUIDITY
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Cash Conversion Cycle

Cash Flow from Ops (CFOps)

 Managing all aspects of cash conversion cycle 
(CCC) via Working Capital Council (terms, 
billing efficiency, etc)

 CFOps of $729M and for the full year״
FY09 CFOps was $1.9B

 Over time still targeting CFOps in excess״
of net income

 A one day improvement in both״
inventory days and receivables was 
offset by a two day decline in payables

– CCC ended at negative 25 days״ flat 
sequentially

 Balancing capital allocation requirements

 Despite attractive valuation, we chose to״
forgo share repurchase and maintain a 
more conservative liquidity position

 For the full-year, we spent $2.8B to buy״
133 million shares – weighted average 
shares are down -12% Y/Y to 1.95B

Dynamics
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BALANCE SHEET & DEBT
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Cash & Investments

Return on Total Capital

 $9.5B in cash and investments – strong balance 
sheet

 Commercial Paper

Capacity available to issue up to $1.5B״

$100M outstanding at the end of 4Q״

 Debt Issuance

Shelf registration in place since early 4Q״

 Can tap to supplement liquidity if costs are״
attractive

 FX and Investments

Monitoring counterparty risk״

Dynamics
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DELL FINANCIAL SERVICES
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 Experienced increases in originations and penetration rates in Q4 – reflecting 
seasonality, partially offset by credit actions

 Adequately reserved for future credit losses

– Continue to take credit tightening actions״ seeing improvements in credit quality 
and delinquency performance of new business

Economic climate continues to put pressure on existing portfolio״

 Revolving conduit facility reduction

To reduce cost of funding will bring more on balance sheet״

Dynamics

U.S. New Financing Originations Balance Sheet Losses & Delinquencies

$ Millions

*  % of U.S. Dell revenue that is financed by DFS

*
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1,508 

1,117 1,237 
1,028 

1,168 

18.8%

14.6% 14.9% 14.0%

17.7%

Q4'08 Q1'09 Q2'09 Q3'09 Q4'09

Originations

Penetration %

**
**

3.5%

4.9%
5.7%

6.5%
7.2%

2.1%
2.6% 3.0%

3.4% 3.7%

5.90%
7.10% 7.40%

9.00%
9.70%

Q4'08 Q1'09 Q2'09 Q3'09 Q4'09

Losses %

60+ Delinquencies %

Reserves for Loss

** Reflects seasonality of global consumer business



INCREASING COST REDUCTION GOAL TO $4B
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 Design to Value

 Procurement

 Supply Chain 2.0

 Streamline and Simplify 
Organization Structure

 Variabilize Cost Structure

COGS

Cost Areas Initiative

Opportunities Exceed Initial Expectation

OPEX

Progress
To Date

Opportunity
Assessment

P+

P

P

P+

P+
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DISCIPLINED COST CONTROL

DELL HEADCOUNT
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Dynamics

 Scaling headcount to growth

 Headcount down 9,400 Y/Y, a reduction of -11% Y/Y

Headcount Trends

Down -15% from 
peak in 2Q FY08

*  Historical headcount revised to include DFS

*  
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DISCIPLINED COST CONTROL 

OPERATING EXPENSES
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Dynamics

* We absorbed $92M in costs in the fourth quarter of last year and $152M in Q4 of this 
year related to a combination of OE, stock comp and the write off of in-process R&D that 
mask the progress we’ve made in our underlying Opex.  Before these items, Opex was 
down $423M or -20% Y/Y.

 Comprehensive cost reduction programs in place and executing

More opportunity in labor productivity… 1Q programs underway״

Detailed line-item budgets for all discretionary spending ״ down -29% Y/Y

 Will continue to manage Opex tightly… Selective investments to fund long-term growth 

Opex Trends
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CONSUMER PROGRESS
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Dynamics

 4Q Revenue of $3.0B, down -7% Y/Y, and FY09 Revenue of $11.5B, up +11% Y/Y

 Units for FY09 were up +35% on strong consumer demand of our new, more broad 
portfolio of notebook products—notebook units up +43% Y/Y, while desktop units 
down -18% Y/Y; Grew units for CY08 at 1.9x the rate of the industry

 4Q Opex down -34% Y/Y, FY09 Opex down -19% Y/Y

 4Q OpInc of $1M or 0.0% OpInc margin, and FY09 OpInc of $143M, or 1.2% OpInc 
margin, business likely to operate in the 1-2% OpInc range in the near term

$10,378 $11,529

$143

$2

Revenue OpInc Revenue OpInc

FY2008 FY2009

8,013
Units

10,804
Units

Up +35%

$ Millions

Consumer FY09 Financials

1.2% 
OpInc
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* Includes the impact of OE

*

*

*



*

COMMERCIAL PROGRESS
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Dynamics

 Over the past year, commercial business generated $49.6B in revenue down -2% Y/Y; 
4Q Revenue of $10.5B, down -18% Y/Y

 Units growth for the full year was flat.  In 4Q, notebooks, desktops and servers units 
were down -22% Y/Y,  -21% Y/Y and -18% Y/Y, respectively

 4Q OpInc of $0.7B or 7% OpInc margin, and FY09 OpInc of 3.6B, or 7.2% OpInc margin

 Server, storage and services now represents over 50% of gross profit  (up from 44% at 
beginning of fiscal 2008)

$50,755 $49,573

$3,570
$3,968

Revenue OpInc Revenue OpInc

FY2008 FY2009

31,781
Units

31,793
Units

Flat unit growth

$ Millions

Commercial FY09 Financials

7.2% 
OpInc
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7.8% 
OpInc

* *

* Includes the impact of OE

*



FY’10 OPPORTUNITIES
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2. Scale Cost Structure to Realities of 
Demand Environment

 Clear Customer Focus / Strategy
 Speed and Accountability

 Increased cost target to $4B
 Reduce Opex and headcount

 Cost, Design & Value Leadership
– Adamo
– 11G servers

 Lean and agile model
 Better cost
 Simplify IT for the small business

1. Execute New Global Business Structure

3. Launch New Products

4. Re-energize SMB

Key Opportunities What it Does

 Working capital discipline5. Optimize Liquidity & Cash Conversion 
Cycle
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SUMMARY
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 Demand environment is uncertain as customers defer purchases

 We will focus on what we can control

 We will rapidly adjust our cost structure to the realities of the 

industry

 We will invest in new products and growth opportunities

 We will maintain strict working capital discipline with a bias towards 

protecting liquidity



 The trajectory of the global IT end-user demand continues to be uncertain and challenging.

 In February of last year, we said we were starting to see demand slow. Our ability to read the 

demand signal early is a result of the direct relationships we have with our customers.

 In May of 2008, we talked about additional deterioration and then we experienced a sharp drop-off 

in our Q3 demand as customers defer purchases

 Demand in Q4 was more linear than Q3, but the trends late in Q4 and in early Q1 are still negative.

 We cannot predict how deep or long this slowdown will be, though we are planning for it to be 

protracted so we will continue to focus on what we can control which is satisfying customers and 

rapidly adjusting our cost structure to the realities of industry demand.

 We will selectively take advantage of growth opportunities and invest in areas that will allow us to 

recognize lasting competitive advantages.

 Our new global customer segmentation will further enable us to act on customer needs with even 

greater efficiency.

 In Q1 we now expect to absorb OE expenses at a similar level to Q4 as we further align our business 

to improve competitiveness.

 We have identified an additional one billion in cost savings that will help us compete more 

effectively in this environment.  Combining this with our previously announced three billion dollars 

in COGS and Opex initiatives put us in a stronger competitive position as we move through this 

year. 

 In summary, we will continue to diversify our revenue base and products and aggressively drive our 

cost reduction initiatives which, over time, will yield improved liquidity, profitability and growth.

DELL OUTLOOK
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DELL 4Q FY09 

STRATEGY AND PROGRESS

Michael Dell

Chairman and CEO



OUR STRATEGY AND OPERATING 

AGENDA

Tenet 1:

Provide disruptively great value to 
customers and partners through a 
direct relationship by simplifying IT and 
making it more productive

1. $4B of cost opportunities from:

 COGS: Reduce product costs to 
get back in cost position.

 G&A – Reduce overhead costs and 
become more efficient.

2. Sales Effectiveness – Optimize 
investment on highest leverage activities 
(e.g., value selling, services).

3. Emerging Countries – Increase our share 
in the key growth countries.

4. Products and Services – Recapture 
leadership through improved design, 
supply chain, marketing and sales 
execution. Ramp services attach and 
build next-generation service bundles 
that differentiate Dell.

Our Strategy Our Operating Agenda

Tenet 2:

Move the weight of our solutions 
portfolio to higher margin offerings and 
recurring revenue streams in Servers, 
Storage, Services and Software that 
deliver on Tenet 1
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FOUR INDEPENDENT BUSINESS UNITS –

PUSHING DOWN AUTHORITY TO FACILITATE SPEED

SMALL AND MEDIUM 
BUSINESS

LARGE 
ENTERPRISE

CONSUMERPUBLIC

Process, decision making slowed 
down by ELT, CEO, CFO

Strategy development 
M&A targets

Opex, headcount, 
budget, costs 

Pricing strategy
Share vs. margin gain

Processes, decisions made at 
business level

Own business 
strategy

Make cost / resource trade-offs 
within P&L realities

Optimize short-term / long-term 
margins

GLOBAL BUsCENTRALLY DRIVEN

DELL Investor Relations See Financial Scorecard and History at www.dell.com\investor 22 / 32



4Q FY09 KEY TAKEAWAYS

 We have financial strength, unique customer relationships, and a 
strong brand. 

 We have taken steps this past year and announced additional 
steps today to ensure that we have the “correct” cost structure 
and continue to deliver solid profitability.

 We are squarely focused on providing disruptively great value to 
customers while shifting our solutions portfolio to higher margin 
offerings.
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DELL 4Q FY09 

SUPPLEMENTAL 

SEGMENT AND PRODUCT 

DETAIL
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(in millions, except share data)
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FY09 FINANCIAL SUMMARY 
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$M FY05 FY06 FY07 FY08 FY09

Revenue 49,121 55,788 57,420 61,133 61,101

Operating Income 4,206 4,382 3,070 3,440 3,190

Net Income 3,018 3,602 2,583 2,947 2,478

EPS $1.18 $1.47 $1.14 $1.31 $1.25 

CFOps 5,821 4,751 3,969 3,949 1,894

Revenue Growth % Y/Y

Revenue 19% 14% 3% 6% 0%

Operating Income 19% 4% -30% 12% -7%

Net Income 15% 19% -28% 14% -16%

EPS 17% 25% -22% 15% -5%

CFO 43% -18% -16% -1% -52%



GLOBAL COMMERCIAL AND CONSUMER

 Organized in three regions:  Americas, EMEA 
and APJ, for the FY09 commercial represents 
81% of Dell’s total revenue and 96% of Dell’s 
operating income

 Migrating to new organization based on 
customer segmentation and industry vertical 
(e.g., Large Enterprise, Public & SMB)

 We are #1 provider of PCs and servers in the 
U.S. and #2 systems provider worldwide

•4Q Revenue
% of Dell Total

•4Q Operating Income
% of Dell Total

•Commercial •Consumer

 Offer personalized PCs for home, school or 
gaming:  XPS One, XPS M1330 and 1530, Studio 
15 and 17, Studio Hybrid, Inspiron Mini 9, 10 and 
12, Studio XPS desktops, and Alienware M17

 Sell direct online, direct phone sales, and a year 
ago we entered the retail channel and now sell 
product through 24,000 stores 

 For the full year, Consumer has grown at 1.9x 
the industry on a unit basis and increased its 
full year global share to 8.7% from 7.8%
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Dell operates two distinct businesses with different characteristics
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•$ in Millions 

Americas Commercial P&L

Dynamics

 Revenues were $6.0B, down -17% Y/Y  on a decline of units down -23% Y/Y

 Revenue per unit was up +8% Y/Y and operating expenses were down -15% Y/Y

 #1 provider of systems in the region

 Operating profit increased +3% Y/Y and up +160 basis points as percent of revenue; we 
continued to exercise pricing discipline in this area

 Operating income $517M, down -32% sequentially

SEGMENTS AMERICAS COMMERCIAL
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4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Revenues 7,216 7,298 8,096 7,229 5,991 

Sequential Growth, % -7% 0% 11% -11% -17%

Y/Y Growth, % 1% 5% -8% -18%

Operating Income 502 588 700 763 517 

OpInc % of revenue 7.0% 8.1% 8.6% 10.6% 8.6%

Sequential Growth, bps -150 bps 110 bps 60 bps 190 bps -200 bps

Y/Y Growth, bps -80 bps -120 bps 210 bps 160 bps



SEGMENTS EMEA COMMERCIAL 

•$ in Millions 

EMEA Commercial P&L

Dynamics

 Revenues declined -17% Y/Y to $3.0B and a -19% Y/Y decline in unit growth

 Continue to take actions to improve profitability in EMEA 

 Operating income improved to $135M, as enterprise revenue accounted for a larger 
portion of total

 Operating margins increased to 4.4%, up +90bps sequentially, we also took additional 
operating expense out of this business
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4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Revenues 3,680 3,806 3,503 3,272 3,036 

Sequential Growth, % 7% 3% -8% -7% -7%

Y/Y Growth, % 15% 11% -5% -17%

Operating Income 283 221 72 116 135 

OpInc % of revenue 7.7% 5.8% 2.1% 3.5% 4.4%

Sequential Growth, bps 160 bps -190 bps -380 bps 150 bps 90 bps

Y/Y Growth, bps -270 bps -430 bps -260 bps -330 bps



SEGMENTS APJ COMMERCIAL 

•$ in Millions 

APJ Commercial P&L

Dynamics

 Revenues decline -24% Y/Y to $1.4B

 Units down -19% Y/Y as growth slowed in key countries including China, India and Korea

 Operating expenses declined -5% Y/Y

 For the full year, revenue increased +2% to $7.3B
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4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Revenues 1,905 2,024 2,054 1,818 1,445 

Sequential Growth, % 6% 6% 1% -11% -21%

Y/Y Growth, % 19% 16% 2% -24%

Operating Income 120 131 157 123 47 

OpInc % of revenue 6.3% 6.5% 7.6% 6.8% 3.3%

Sequential Growth, bps 200 bps 20 bps 120 bps -90 bps -350 bps

Y/Y Growth, bps 140 bps -40 bps 250 bps -300 bps



SEGMENTS GLOBAL CONSUMER

•$ in Millions 

Global Consumer P&L

Dynamics

 4Q Revenue of $3.0B, down -7% Y/Y, and FY09 Revenue of $11.5B, up +11% Y/Y

 Notebook units up +43% Y/Y, while desktop units down -18% Y/Y. Units grew in-line with 
the industry driven by our continued success in the global retail channel and a more 
diversified and leading product portfolio

 Expanded global retail to 24,000 points of presence  

 4Q Opex down -34% Y/Y; FY09 Opex down -19% Y/Y

 4Q OpInc of $1M or 0% OpInc margin, and FY09 OpInc of $143M, or 1% OpInc margin
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4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Revenues 3,188 2,949 2,781 2,843 2,956 

Sequential Growth, % 24% -7% -6% 2% 4%

Y/Y Growth, % 21% 28% 10% -7%

Operating Income 3 35 (5) 112 1 

OpInc % of revenue 0.1% 1.2% -0.2% 3.9% 0.0%

Sequential Growth, bps 100 bps 110 bps -140 bps 410 bps -390 bps

Y/Y Growth, bps 50 bps -40 bps 480 bps -10 bps



4Q FY09 PRODUCT SUMMARY

 Mobility units were flat and 
revenue was down -17 % Y/Y due 
to the soft demand environment

 Desktop units were down -21% 
Y/Y with revenue declining -27% 
Y/Y   

 Server revenue was down -16% 
Y/Y on an -18% Y/Y decline in units 
– retaining #2 position in the 
world

 Storage had a relatively good 
quarter with revenue up +7% Y/Y

 Enhanced services revenue 
declined by -3% to $1.4 billion. 
Our deferred revenue balance 
grew +7% to $5.6 billion     

 Software and peripherals 
revenue declined -6% Y/Y with 
double digit growth in software 
sales

•$ in Millions

Product Revenue Trends Dynamics
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LOB 4Qô081Qô092Qô093Qô094Qô09
Desktop PCs 4,860 4,700 4,928 4,083 3,532

Mobility 4,813 4,904 4,871 4,849 4,014

Servers 1,612 1,653 1,702 1,573 1,347

Storage 649 631 681 622 692

Services 1,401 1,448 1,462 1,449 1,356

S&P 2,654 2,741 2,790 2,586 2,487

Total 15,989 16,077 16,434 15,162 13,428

Revenue Trends Q/Q
Desktop PCs 2% -3% 5% -17% -13%
Mobility 2% 2% -1% 0% -17%
Servers -2% 3% 3% -8% -14%
Storage 4% -3% 8% -9% 11%
Services 3% 3% 1% -1% -6%
S&P 5% 3% 2% -7% -4%

Total 2% 1% 2% -8% -11%

Revenue Trends Y/Y
Desktop PCs 2% -5% -2% -14% -27%
Mobility 24% 22% 26% 3% -17%
Servers 2% 4% 5% -5% -16%
Storage 2% 15% 11% 0% 7%
Services 7% 13% 14% 7% -3%
S&P 15% 17% 17% 2% -6%

Total 10% 9% 11% -3% -16%



4Q FY09 BRIC COUNTRIES

 Our total BRIC countries 
revenue posted a decline of 
-23% from the year ago period 

 We saw a slowdown in both 
China and India

 We saw a decline in China 
revenue while India, though 
slower, still experienced mid 
single-digit revenue growth

 BRIC countries made up over 
7% of revenue while revenue 
outside of the U.S. was 48% of 
our total mix

Dynamics
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