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Abstract:
Cassell discusses an editorial that appeared in "Electronic News" last summer concerning Advanced Micro Devices (AMD). AMD has hit a homerun with the Athlon.
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"AMD's moment of truth is at hand," read the editorial that appeared in the pages of Electronic News last summer (The Long Goodbye, EN July 26, 1999). "Intel Corp.'s price slashing has turned the low end of the desktop microprocessor market into a lake of red ink," went the editorial. "AMD's huge, costly wafer fab is set to open in Dresden, Germany. To stay alive, AMD must hit a home run with its new Athlon chip. I doubt it will be able to pull it off...It would have to overcome a history of spotty per formance in quickly ramping up production of a new processor. And it would have to fend off Intel's inevitable, ferocious response to any invasion of its turf.. .Intel simply is too big, too wealthy to compete with." 

I believe the technical term is: Oops. 

After reviewing this, I marveled at how wrong we could be. With 20/20 hindsight, we see that Advanced Micro Devices Inc. (AMD) has hit a home run with the Athlon (see related story on page 1). The Athlon's production ramp has been smooth, as evidenced by the fact that the company increased production by 50 percent in the first quarter. Normally ferocious Intel has been transformed into somewhat of a paper tiger in recent times, as it stumbled in the delivery of its fastest clock-speed Pentium III microprocessors. This gave AMD a window of opportunity at the lucrative high end of the microprocessor market, an opportunity that the company exploited vigorously. AMD is the first to achieve a goal that has long eluded Intel's competitors: owning a segment of the high-end PC microprocessor market. At least for the time being, Intel is no longer the invincible juggernaut it once was. 

Meanwhile amid increasingly tight capacity, AMD's Fab 30 in Dresden is looking less like an albatross and more like a precious jewel. The new fab is ramping up toward full capacity during the early phase of what is expected to be a multi-year upturn in the semiconductor industry. Whether by luck or planning, or both, AMD's timing appears to be impeccable. To top things off, AMD is benefiting from the boom in flash demand, as it signs lucrative multi-year supply contracts with major customers. 

In Electronic News' defense, we were just echoing the common wisdom of the time. In 1999, the PC microprocessor business appeared to be a sucker's game. Vendors including National Semiconductor Corp. and Integrated Devices Technology Inc, were racing to exit the low end of the market and escape bruising price competition with Intel. In 2000, with firming prices for semiconductors and reinvigorated demand for PCs, the microprocessor business, particularly the high end of the market, looks attractive again. 

However, there's another factor that we failed to recognize in our July 1999 editorial: AMD's burning desire to compete, a desire that has kept the company in the game despite setbacks that would have ejected most companies from the arena entirely. It's a mistake we won't make again, and Intel shouldn't either. 

JONATHAN CASSELL 
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