


Lenovo + IBM x86 Server Business: A Transformational Winning Combination

lenovo

B A US$34 hbillion global technology company
m #1 PC player in the world
M Innovative products from PC to PC+

M Excellence in supply chain management and
operational efficiency

x86 Server Business

M Top 3 x86 server player globally with revenue of
US$4.7 billion in 2013

B Comprehensive and competitive portfolio of
server products: racks, towers, high-density and
converged systems, plus related networking
products and maintenance services

M Established leadership in key growth markets,
including Brazil, China, India and Russia

——

Xx86 server provider

B Gain immediate scale & credibility in the server market and become a global top 3

M Significant growth opportunities in the enterprise hardware systems space




Transaction Summary

Structure

B Lenovo acquires IBM’s x86 server hardware business, including:
— All of IBM’s x86 server product lines (including tower, rack, high-density and
blade)
— All Blade Networking Technology assets
— Solutions and converged systems tied to x86
— Maintenance services business associated with the above products
B Additional strategic relationships with IBM including resale of attached storage products

Consideration

B Purchase price of US$2.3 billion, subject to closing adjustments
— US$2.07 billion in cash
— Approximately $230 million in Lenovo shares (182 million shares)

Approvals Required

B Approvals required include CFIUS and Antitrust Improvements Act of 1976 in the US;
Canada Competition Act in Canada; the European Commission and MOFCOM in the PRC

Closing

M Initial close will include US, Canada and China, upon which Lenovo will pay the full
consideration and take control of the acquired business

— Expected timing: by 3Q FY2014/15



Acquiring an End-to-End Global Enterprise Hardware Business

M |IBM’s x86 server business delivers important assets and
capabilities:

Comprehensive and competitive portfolio of x86
server products, with related system networking
products (embedded and top-of-rack switches)

Maintenance services business, providing best-in-
class technical assistance and customer support
World-class R&D, product design and engineering
expertise with proven track record

Strong distribution channels and deep customer
relationships

Trusted premium product brands and experienced
sales and marketing team

M This is a unique and unmatched acquisition opportunity
for Lenovo to gain a foothold in the enterprise hardware
market with a global, end-to-end business

Global Footprint with Facilities and
Business Operations on Four Continents

China
and
Asia Pacific



Attacking an Attractive Market Segment to Create New Profit Pools

M x86 server market is expected to grow at ~4% revenue CAGR

— Growth expected to be led by density servers (~11% revenue CAGR) followed by racks (~4% CAGR) and
blades (~3% CAGR)

— Chinais expected to account for ~20% of global x86 volume in 2017

M Lenovo is well-positioned to expand meaningfully in the x86 server market
— The acquisition catapults Lenovo’s global market share in x86 servers to approximately 14% (#3 globally)

— With the increased scale and leveraging the strength in operational execution and presence in key emerging
markets, Lenovo is well-positioned to capture future growth

— Furthermore, significant overlap exists between the supply chain, channel partners and distribution network of
PCs and those of x86 servers. As the world’s top PC vendor, Lenovo is poised to fully realize the scale benefits
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Tapping Value Creation Opportunities

We will build on the existing strengths of both Lenovo and the acquired business, and further enhance the value of
the acquisition by:

B Leveraging meaningful footprint in emerging markets and strong channel relationships

B Achieving cost savings in supply chain management through economies of scale and sharing of best practices

B Driving cost reduction and expense management initiatives

B Capitalizing on the significant investments that have already been made in the development of next-generation
products, which allow Lenovo to focus on operational execution to reap future profits

Increasing Lowering
Scale Cost
3 Research & Product 4
Development
El Sales & Marketing Information Systems 6




Building on our Success in PC and Extending our Relationship with a Key Strategic Partner

Lenovo Global PC Market Share By Value
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B |Long term relationship with IBM, dating
back to the PC transaction in 2004

— Lenovo successfully grew its PC
market share from 6% to become
the global PC market leader, with
improvement in operations and
turnaround in profitability

ﬁ Comprehensive and competitive \
server portfolio provides opportunity

for Lenovo to re-create success
achieved in the PC transaction

B Lenovo’s experience in post-merger
transition and integration of an IBM
business will be leveraged to ensure

smoothness and stability

B Significant additional partnership
opportunities with IBM beyond
servers (storage, networking,
software and services)

/




Keeping Our Strategic Objectives in Focus

® Aligned with “Protect and Attack” strategy
B Boosts Lenovo’s enterprise systems strategy with expanded global reach
M Enables Lenovo to capture significant growth opportunity in the server market and attack other enterprise segments

Protect Attack

1 Expand number of double digit share countries
2 Attack EM SMB / Consumer & move to profitability
3 Grow mature share through retail channels
1 Deliver Steady Profits in all regions 1 g:;gﬁl{rtil/e_digit share in Tablet and Smartphone in China & launch
2 Drive share gain across the board : : . : :
2 Expand offerings worldwide with a single cloud experience

1 Protect PC Leadership Cons / SMR
2 Drive Profitability

Increase Peripherals & Monetization Enterprise Drive workstation globally to 10%+ share
Expand close-to-box services attach Systems Grow server in China & expand global reach

Innovation Leadership
K

Operational Effectiveness
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Global Culture
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Unique Winning Combination

lenovo &« iEE:

B Immediate scale and credibility in the server market as a top 3 global x86 server provider
— #1 PC company in the world
— Top 3 x86 server player globally
— Strong growing smart phone and tablets business

B Innovative and highly complementary products from PC to PC+

® Significant growth opportunities in the enterprise hardware systems space







IBM'’s Portfolio of x86 Products, Associated Networking and Software
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