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Market Share: Application Acceleration Equipment,
Worldwide, 1Q06 (Executive Summary)

Joe Skorupa

This market remained flat in 1Q06, with revenue of $344 million. Of the top vendors, F5
Networks, Citrix Systems and Riverbed Technology grew strongly, but Cisco Systems,
Nortel Networks and Radware underperformed.

© 2006 Gartner, Inc. and/or its Affiliates. All Rights Reserved. Reproduction and distribution of this publication in any form
without prior written permission is forbidden. The information contained herein has been obtained from sources believed to
be reliable. Gartner disclaims all warranties as to the accuracy, completeness or adequacy of such information. Although
Gartner's research may discuss legal issues related to the information technology business, Gartner does not provide legal
advice or services and its research should not be construed or used as such. Gartner shall have no liability for errors,
omissions or inadequacies in the information contained herein or for interpretations thereof. The opinions expressed herein
are subject to change without notice.



ANALYSIS

The trend to centralize servers and deploy Web-enabled intranet applications will continue to
drive the application acceleration market in 2006. Overall market growth in 1Q06 was flat
compared with that in 4Q05, but was up approximately 21 percent on 1Q05. Several strong
players, including F5 Networks, Citrix Systems, Foundry, Coyote Point and Riverbed Technology,
demonstrated significant growth. Others, including Cisco Systems, Radware and Nortel
Networks, underperformed. Some of the sluggishness in 1Q06 can be attributed to seasonal
changes and product transition, particularly for Cisco. Despite lackluster performance in 1Q06,
we still expect this market to grow in 2006.

Application Acceleration Market Share

The application acceleration market comprises two segments: application delivery controllers
(ADCs) and WAN optimization controllers (WOCSs). In time, these segments will merge, as
successful vendors broaden their solution sets through internal development and acquisitions.
ADC market growth slowed to 1.7 percent from 4Q05 to 1Q06, but reached almost $209 million.
The advanced platform (AP) subsegment grew 3.8 percent from 4Q05 to 1Q06, to over $114
million.

The WOC market was down almost 1 percent due to softness in the limited function, caching-
focused businesses of Stratacache and NetApp, and the WOC business of Juniper. But, overall,
the market for advanced WOCSs that incorporate advanced compression and protocol
optimizations remained strong, as demonstrated by Riverbed, which posted another strong
guarter, growing more than 30 percent from 4Q05 to 1Q06. To describe more clearly the
dynamics of this market, we will begin to break down AP WOCs in 3Q06.

Consolidation will continue as niche players want to be acquired. Packeteer recently announced
its intention to acquire Tacit Networks, and Expand announced its acquisition of DiskSites. We
expect Citrix to make an acquisition in this area, possibly by the end of 2Q06.

In 1Q06, F5 (with a 33.9 percent market share) expanded its lead over Cisco in the overall ADC
market. Rather than slowing F5's growth, Cisco's long-anticipated Application Control Engine
announcement slowed sales of its own products. Citrix leapt into third position thanks to a strong
product and channel, passing Radware and Nortel, which continue to lose market share to
stronger players. We continue to break down the AP ADC subsegment. F5 still leads this
expanding subsegment, with a 61.7 percent share.

The WOC market remains very dynamic. Packeteer remained the leader, with an 18.7 percent
share of the market. In 1Q06, Stratacache faltered and NetApp dropped slightly. But Riverbed
demonstrated continued strong growth, its revenue up more than 30 percent on 4Q05. Riverbed's
performance shows the trend toward multifunction products that provide advanced protocol
optimizations.
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