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HP incurs huge $3.5b loss in third quarter

SAN FRANCISCO - Hewlett-Packard (HP), the No. 1 personal computer (PC) and printer maker, on Tuesday incurred a massive US$2 billion (S$3.52 billion) quarterly net loss owing to costs from merging with Compaq.

But HP pleased Wall Street by saying that consolidation plans are right on track.

Its shares rose in after- hours trading, buoyed by an operating profit that excluded charges and came in line with financial forecasts.

HP lowered its revenue outlook for the current quarter, bringing it in line with more pessimistic views on Wall Street, and blamed the revision on the weak economy.

'They are not trying to snow us,' said Mr Roy Papp, managing director of L. Roy Papp & Associates.

He said the one quarter did not prove the merger would work but it was a good sign. 'They apparently did the things they said they would do.'

HP's net loss of US$2 billion, or 67 US cents a share, was for its fiscal third quarter, which ended on July 31.

Excluding a number of items, related primarily to the merger, it reported a profit of US$420 million, or 14 US cents a share, compared with a profit of US$320 million, or 11 US cents a share, a year earlier and in line with forecasts of Wall Street analysts polled by Thomson First Call.

Third-quarter revenues eased to US$16.5 billion from US$18.58 billion last year. That was US$200 million shy of the US$16.7 billion that analysts had been expecting.

It said it is comfortable with analysts' forecasts of fourth-quarter earnings of 22 US cents a share on revenue of US$17.44 billion. That would put revenue for the second half of the year about US$1 billion to US$2 billion below HP's June forecast.

Beyond integration issues, the firm faces a tough economy and stiff competition.

A second-half recovery in corporate spending on PCs and servers has not materialised.

Analysts said the back-to-school computer-buying season has so far been anaemic.

HP also may soon face competition from Dell which is expected to start selling its own brand of printers.

HP chief executive Carly Fiorina said that the firm pursued the merger to position itself better in the economic slowdown and in the face of changing technology buying patterns.

She said that competitors, including IBM and Dell, are now just reacting.--Reuters, AP

© Copyright Singapore Press Holdings Ltd, 2002. All rights reserved. 
Page 1 of 1

