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Summary of Findings 

 As in Blueshift Research’s Oct. 3, 2013, report, Mellanox 

Technologies Ltd. (MLNX) is expected to experience continued 

growth for its Ethernet products but limited demand for its 

InfiniBand solutions. 

 Seventeen of 19 sources forecast heightened demand for 

Ethernet products, but said strong competition, pricing pressure 

and margin erosion will limit growth. 

 Twelve sources do not expect Mellanox’s InfiniBand to gain 

meaningful traction outside of HPC because of the high cost 

and limited need for faster interconnect speeds. Five others 

expect some adoption outside of HPC, driven by cloud 

computing, mobile apps, big data and healthcare needs. 

 Intel Corp.’s (INTC) Grantley EP/EX server upgrade, which will be 

launched in the second half of this year, will not provide a 

meaningful sales boost for Mellanox. 

 Mellanox’s RoCE (RDMA over Converged Ethernet) switches are 

viewed as a growth opportunity by three sources and are 

expected to be chosen by enterprise companies that need 

InfiniBand-like performance but are more comfortable with 

Ethernet. 

 Mellanox must address the commoditization of Ethernet 

components, the growing use of white box switching solutions 

by the largest data center providers, and the limited demand for 

InfiniBand. 
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Research Question: 

Will the trend toward 10 to 40 Gb Ethernet and the high-performance computing CPU 

refresh be the catalysts for Mellanox’s growth? 

Silo Summaries 

1) Ethernet and InfiniBand End Users 
All six sources said demand for Ethernet interconnect 

solutions is growing. Four of the six said InfiniBand 

demand is limited to HPC, but another source thinks 

InfiniBand eventually will be used outside of HPC as the 

large data centers and enterprise segments’ needs shift 

from high-performance servers to more efficient 

interconnect solutions. Mellanox is a solid multi-gigabit 

Ethernet provider that is performing well in the 10 Gb 

space and is known as the only 40 Gb vendor. However, 

two sources said 1 Gb Ethernet solutions are all most 

customers need and are priced competitively. The three 

sources who commented on Intel’s Grantley CPU upgrade 

cycle do not think it will significantly help Mellanox’s sales. 

 

2) OEMs 
Four of these five sources foresee growth in the Ethernet 

market segment as enterprises move from 1 Gb to 10 Gb. 

Ten Gb Ethernet is becoming commoditized, leading to 

low-cost providers gaining share. One source said 

Mellanox considers the 10 Gb market “slumming” but 

would be willing to give up margin to gain share. Four 

sources view InfiniBand as a limited market, but the 

remaining source believes it is a potential white box 

interconnect solution, which should benefit Mellanox. The 

Intel Grantley CPU upgrade cycle will not result in 

significant sales for Mellanox. Mellanox’s RoCE could be 

an opportunity to move enterprise applications to the 

cloud. 

 

3) IT and Systems Integrators 
These four sources said 10 Gb Ethernet is a potential 

growth market for Mellanox and is the backbone of 

commodity data centers, which are upgrading. However, 

competition and pricing pressure in this segment is 

significant. Three of the four sources commented on 

Mellanox’s InfiniBand opportunities, agreeing that 

adoption outside of the HPC market will be limited. The 

Grantley CPU refresh is not expected to drive Mellanox’s 

sales. Two sources said Mellanox’s RoCE hybrid solution is 

attractive to enterprise clients. 

 

4) Industry Specialists 
Three of these four sources expect Mellanox’s Ethernet 

sales to grow but also stressed this market’s limited 

profitability. RoCE holds great potential for the company, 

but strong competition from Cisco and QLogic Corp. (QLGC) 

is expected. Sources were mixed regarding Mellanox’s 

InfiniBand sales opportunities. The Grantley CPU upgrade 

may positively impact Mellanox sales, according to two 

sources, but another source said it could favor Intel’s 

InfiniBand products.  

mailto:df@blueshiftideas.com
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http://www.mellanox.com/page/ethernet_switch_overview
http://www.mellanox.com/clusterconfig/
http://insidehpc.com/hpc-basic-training/what-is-hpc/
http://www.intel.com/content/www/us/en/homepage.html
http://www.enterprisetech.com/2014/01/07/intel-maps-year-ahead-xeon-server-chips/
http://en.wikipedia.org/wiki/Remote_direct_memory_access
http://en.wikipedia.org/wiki/RDMA_over_Converged_Ethernet
http://www.networkworld.com/community/blog/white-box-drives-record-2013-ethernet-switching
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 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

2 

Mellanox Technologies Ltd. 

Background 

Mellanox’s recent earnings revealed an 18.8% increase in revenue year to year, slightly lower than guidance. Its Ethernet 

products grew to 19% of revenues while its FDR (fourteen data rate) 56 Gb/s (gigabit per second) InfiniBand cards 

contributed 52% to total revenues, down 3 percentage points from the previous quarter. Forty-Gb Ethernet solutions still are 

in the early stages as customers upgrade from 1 and 10 Gb options. Mellanox management reported that the HPC customers 

are delaying their purchases of its InfiniBand solutions as they wait for the Grantley CPU refresh, Intel’s next-generation Xeon 

server processor that is expected in the second half of 2014. 

 

An independent study by the Crehan Research group found that Mellanox was the fastest growing Ethernet vendor. The 

strength of Mellanox’s ConnectX-3 EN 10 GbE (gigabit Ethernet) NICs is in their performance-driven applications and their 

power usage compared with other brands. Increasing bandwidth requirements, data volume, data center consolidation, and 

virtualization are driving demand for faster interconnect solutions like the ones Mellanox offers. Mellanox continues to push 

forward in the switching and connection industry through collaborations with Dell Inc. to optimize computational performance 

for applications, and with the University of Cambridge to develop a computing platform for the square kilometer array. 

Mellanox also is constantly adding customers like Australia’s national research computing services and introducing products 

like LinkX, 100 Gb QSFP Solutions and CloudX. 

 

Sources in Blueshift Research’s Nov. 14, 2012, April 11, 2013, and October 3, 2013 reports said Mellanox would remain the 

clear InfiniBand market leader but would be challenged in expanding the use of its InfiniBand products outside of HPC. 

Meanwhile, competition and pricing were expected to limit the adoption rate of Mellanox’s Ethernet products and services. 

 

 

Current Research 
In this next study, Blueshift Research assessed Mellanox’s Ethernet sales and the anticipated HPC server refresh cycle’s 

effects on the company’s growth. We employed our pattern mining approach to establish five independent silos, comprising 

19 primary sources (including 10 repeat sources) and seven relevant secondary sources focused on the InfiniBand and 

Ethernet markets: 

1) Ethernet and InfiniBand end users (6) 

2) OEMs (5) 

3) IT and systems integrators (4) 

4) Industry specialists (4) 

5) Secondary sources (7) 

 

 

Next Steps 

Blueshift Research will continue to research Mellanox’s Ethernet and InfiniBand sales and their contributions to the 

company’s revenues. We also will research enterprise IT departments’ adoption of InfiniBand and RoCE. Finally, we will 

research the effects of white box switching solutions on Mellanox. 

 

 

Silos 

 

1) Ethernet and InfiniBand End Users 
All six sources said demand for Ethernet interconnect solutions is growing. Four of the six said InfiniBand demand is limited to 

HPC, but another source thinks InfiniBand eventually will be used outside of HPC as the large data centers and enterprise 

segments’ needs shift from high-performance servers to more efficient interconnect solutions. Mellanox is a solid multi-

gigabit Ethernet provider that is performing well in the 10 Gb space and is known as the only 40 Gb vendor. However, two 

sources said 1 Gb Ethernet solutions are all most customers need and are priced competitively. The cloud is not providing 

http://en.wikipedia.org/wiki/InfiniBand#Signaling_rate
http://www.mellanox.com/page/infiniband_cards_overview
http://www.computerworld.com/s/article/9245266/Intel_plans_to_bring_speedy_DDR4_DRAM_to_computers_in_Q3
http://www.dailyfinance.com/2013/02/25/mellanox-rapidly-grows-ethernet-market-share-to-re/
http://en.wikipedia.org/wiki/Network_interface_card
http://www.businesswire.com/news/home/20140416005130/en/Mellanox-Collaborates-Dell-Optimize-Computational-Performance-Applications
http://www.marketwatch.com/story/mellanox-and-the-university-of-cambridge-collaborate-to-develop-computing-platform-for-the-square-kilometer-array-ska-project-2014-03-03
http://openstack.sys-con.com/node/3058149
http://www.stockhouse.com/news/press-releases/2014/03/10/mellanox-announces-linkx-the-most-comprehensive-product-family-of-cables-and
http://article.wn.com/view/2014/03/10/Mellanox_Showcases_100_Gigabit_QSFP_Solutions_Mellanox_Techn/?section=TopStories&template=cheetah-photo-search%2Fnext.txt
http://article.wn.com/view/2014/02/18/Mellanox_Introduces_CloudX_Platform_to_Enable_Companies_to_B_l/
http://blueshiftideas.com/reports/111203MellanoxsInfiniBandMarketLimitedtoHPC.pdf
http://blueshiftideas.com/reports/041306MellanoxWillSeeSlowInfiniBandOpenEthernetGrowthinEnterprise.pdf
http://blueshiftideas.com/reports/101301MellanoxGrowthWillBeSlowBothforInfiniBandandEthernet.pdf
http://www.mellanox.com/page/press_release_item?id=1217
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substantial Ethernet growth for Mellanox as enterprise adoption is just starting and is expected to take time. (Note that we 

found slow cloud adoption among large enterprise companies in our May 14 Tech Trends report.) Also, Mellanox’s largest 

customers are Dell, Hewlett-Packard Co. (HPQ) and IBM Corp. (IBM), which are not selling large quantities of servers to cloud 

vendors. The three sources who commented on Intel’s Grantley CPU upgrade cycle do not think it will significantly help 

Mellanox’s sales. 

 

 

KEY SILO FINDINGS 
Ethernet Sales Opportunity 

- All 6 sources expect demand for Ethernet interconnect solutions to increase. 

- Mellanox’s growth should continue in the Ethernet space as it offers improved service, solid multi-gigabit solutions 

and the only 40 Gb offering. 

- Challenges include low-cost competitors and enterprises’ slower than expected use of the cloud. 

InfiniBand Sales Opportunity 

- 4 see limited opportunity for InfiniBand use to expand beyond its traditional HPC market. 

- 1 expects Mellanox’s multi-gigabit Ethernet offering to build market share that eventually will transition to InfiniBand 

as organizations mature and require faster and more efficient solutions. 

Miscellaneous 

- The cloud is said to be the center of innovation, with enterprises slowly moving some applications in hybrid 

environments. Cost is a huge concern, and IT managers are opting for low-cost cloud solutions. Mellanox may be 

missing opportunities in this segment. 

- 3 do not expect Intel’s Grantley CPU upgrade cycle to significantly impact Mellanox’s sales. 

 

 

1. Business development director for a major software and cloud computing company 

Although growth in the cloud services market is fueling demand for Ethernet and, less so, InfiniBand, costs are a major 

consideration, leaving higher-priced technology vulnerable to cheaper competition. The source’s company is hardware-

agnostic, and most of its customers do not need than the traditional 1 Gb Ethernet to operate in the cloud. Relationships 

with partners that can provide entire suites of technology are preferred over component vendors. 

Ethernet Sales Opportunity 

 “I certainly testify to the Ethernet market growing because of cloud and data 

center growth. When I look at my customers’ hardware choices over the 

past four years in this space, there’s a clear division between nice-to-have 

and need-to-have. The majority of the customers that are asking for a 

public-cloud type service are functioning quite well on traditional 1 Gb 

Ethernet at this point in time.” 

 “Even considering the newest-generation data centers, it’s quite rare that 

we get requests specifically around 10 Gb Ethernet. I think part of the 

explanation is still the cost, but that’s not the only thing. In order to truly 

have that need or benefit from 10 Gb, you must identify what you’re using 

the data center for and what type of customer is it that your servicing. Can 

you potentially saturate or exploit 10 Gb, really, with that service going 

outbound? The other consideration for 10 Gb may be for those customers 

that are not servicing other customers with outbound-type activity, but may 

use the cloud as an extension to their own data center.” 

 “A lot of customers are just starting to migrate smaller services to the cloud. 

… Until you go full-fledged into the cloud and move some of the heavier 

loads of data that could benefit from 10 Gb, you won’t see a real uptake in 

that market. It will take some time, but it is definitely getting there.” 

 “Our public cloud is just a data center like any other data center; the only 

difference is that we operate it, and it has a certain functionality that allows 

the customer to self-service whatever they want, for as long as they want. 

I certainly testify to the 

Ethernet market growing 

because of cloud and data 

center growth. When I look at 

my customers’ hardware 

choices over the past four 

years in this space, there’s a 

clear division between nice-to-

have and need-to-have. The 

majority of the customers that 

are asking for a public-cloud 

type service are functioning 

quite well on traditional 1 Gb 

Ethernet at this point in time. 

Business Development Director  

Software & Cloud Computing Company 

http://blueshiftideas.com/reports/TechTrends/140514TechTrendsYouNeedtoKnowMay142014.pdf
http://www.mellanox.com/page/dell
http://www.mellanox.com/page/hp?menu_section=54
http://www.mellanox.com/page/ibm
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Who manufactured the hardware, the Ethernet, the switches doesn’t come into the conversation at all these days. 

We have several vendors—HP, Dell—who sell hardware by the container load and everything is fixed inside. They 

basically wheel them in and fire them up. Nobody’s doing anything at our company anymore with hardware.” 

 “If Mellanox was interested in being the one that supplied the InfiniBand to whatever’s going on in a major public 

cloud, they probably could do that, but to get there they’d want to go through the vendors that supply with rest of the 

merchandise.” 

InfiniBand Sales Opportunity 

 “A few years ago InfiniBand was very expensive to consider unless you had a 

very specific need. Part of that cost was the plumbing around InfiniBand, the 

cables were heavy, it was cost-heavy. If you could transfer the same 

functionality to a more slim-type technology like Ethernet, that would 

become the preferred technology going forward.” 

 “The number of people asking for InfiniBand in the cloud is still very small—

perhaps pharmaceutical or finance sector, but they don’t adopt new 

technology very fast.” 

 “Although InfiniBand isn’t exactly walking out the door, it is starting to move 

beyond HPC environments. It’s available in the cloud, and the marketplace 

is expecting it to be in the cloud.” 

Miscellaneous 

 “I’m operating predominately in the public cloud space. If you look at how 

that’s being sold to the market at the moment, a lot of that is being done 

around cost-sensitivity and lowering costs and consolidating traditional data 

center efforts and so forth. With that in mind, price point is very important.” 

 “I see that we’re in a transitional phrase right now with companies moving data to the cloud, a hybrid phase. It’s 

extremely important to focus on the value. On the one hand you have technical value of the cloud, and on the other 

you have the business value.” 

 “What we see with cloud is that a lot of the vendors are trying to position the importance of the technical quality of 

the cloud, but it is really a business value and a business decision. And when it’s a business decision, operating at a 

lower cost is prime.” 

 “Going to the cloud is not a cheap option, and that is contrary to popular belief. Sure, you don’t have the costs of 

operating and procuring hardware on your own, but making the transition with a larger system can be cumbersome 

and cost-heavy. So when you add that in, the business decision manager may look at cheaper Ethernet solutions 

because that’s among the first places where you’ll cut back on costs.” 

 

 

2. CEO with decades of hands-on technical and business experience with clusters, HPC and supercomputing. 

This source builds HPC environments for financial services companies, oil and gas, and universities, and uses both 

Mellanox and Intel Ethernet as well as InfiniBand. Mellanox has stepped up its customer service and offers a 40 Gb 

Ethernet, which Intel does not. 

Ethernet Sales Opportunity 

 “Today, there’s an effectively insatiable demand for network bandwidth and network performance. In multitenant 

cloud or multitenant storage systems, you have to share bandwidth and share capacity across a fixed-size physical 

infrastructure for one or more groups that are usually located somewhere else, and that’s one of the major 

limitations associated with every cloud or upload utility-type deployment today. This is why faster Ethernet, which can 

transmit over a wider area, is in such high demand.” 

 “In terms of total cost of ownership 40 Gb Ethernet and InfiniBand should be quite comparable because they largely 

use the same type of infrastructure.” 

 “As far as I’m aware there’s only one vendor, Fiberblaze [A/S], with an actual working 100 Gb Ethernet on the 

market. The problem with 100 Gb right now is that there are no agreed-upon standards; there are multiple ways you 

can code and transmit data. People are finally coalescing around a standard, 4x25, basically taking four signals 

modulated at 25 Gb each and sending that out over the optics. There are multiple competing proposals for the 

standards, but basically switchgear and NICs can’t interoperate unless everyone agrees on exactly how they will be 

What we see with cloud is that 

a lot of the vendors are trying 

to position the importance of 

the technical quality of the 

cloud, but it is really a business 

value and a business decision. 

And when it’s a business 

decision, operating at a lower 

cost is prime. 

Business Development Director  

Software & Cloud Computing Company 

http://www.fiberblaze.com/
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transmitting and receiving signals. This is why gigabit is so successful as a very basic type of connection protocol: 

You just plug in a wire and you don’t have to worry which version of gigabit you’re actually sending.” 

 “Will 100 Gb become more widely adopted? I hope so but the 100 Gb is probably ahead of current server technology 

and will be for a while. The 100 Gb NICs will not be able to be driven by most machines; that is, if you want to drive a 

100 Gb NIC today, you need a PCIe Gen3, 16-port in your system.” 

 “There are usually two or three criteria that we weigh when choosing 

between Ethernet and InfiniBand vendors. If the customer has a preference, 

that weighs heavily, as well as the capability of the system. The Mellanox 

guys have some very good stuff, and in recent years they have been very 

good to work with. [However,] in previous years they had been 

extraordinarily hard to work with. Intel has a good kit and is very good to 

work with, but they’re missing a 40 Gb product, and that’s a fairly huge hole 

in their lineup.” 

InfiniBand Sales Opportunity 

 “There are some issues with expanding InfiniBand beyond HPC. One of 

InfiniBand’s major limitations is that you can’t really route it. It’s more of a 

data center-like fabric than it is a wide-area networking fabric. The 10, 40 

and 100 Gb Ethernet are a wide-area type interconnect.” 

 “Intel has a history of giving early access to some folks, so if a product will be officially introduced in six months, you 

won’t get it for a year. We have customers who are very interested in Grantley because Intel has been doing a 

fantastic job at showing people what it can do. We have customers asking us for it. But the folks who need to get 

something done aren’t going to wait. They may stage their purchases and get the new technology in on a staggered 

cycle.” 

Miscellaneous 

 “I have seen some people put off purchases in order to get the latest and greatest technology coming out later. We 

don’t expect to see huge turnover because of Grantley.” 

 

 

3. Technology integration lead, major software vendor; repeat source 

Mellanox faces increasingly fierce competition in 10 Gb Ethernet and may not be able to maintain growth. InfiniBand is a 

lucrative but largely saturated market. Grantley will not be a factor in Mellanox’s sales. 

Ethernet Sales Opportunity 

 “At this point something like 30% to 40% of all enterprise NIC is 10 Gb or 

better. That means maintaining that network speed is attractive to people 

like Cisco and NetGear [Inc./NTGR] and the rest of the sort of ‘heavy 

plumbing’ merchants. As those people scale up their 10 Gb business, they 

can absorb lower pricing, and that may price Mellanox out of the market or 

at least out of sales.” 

 “We are seeing some increased competition for sales now. That may simply 

be because Mellanox hurt the other vendors, so they’re striking back to 

regain share. It may also be that all the vendors are getting hungrier due to 

some snag in the replenishment cycle.” 

 “Mellanox largely sells 10 Gb. The higher-speed NICs are largely for 

specialized applications and are solicited by enterprise. They aren’t actively 

sold and are otherwise not actively bought.” 

 “Switches are sort of mix-and-match, and people gravitate toward a cheaper 

solution. They might splurge on premium 10 Gb, but at the end of the day 

10 Gb is 10 Gb so you only really look at price. Mellanox has an attractive 

price right now, but that may be changing. If it does, it’s a feeding frenzy.” 

InfiniBand Sales Opportunity 

 “InfiniBand is the king, but while people are working on bringing it to more 

generalized enterprise applications, they have been doing that for years 

I have seen some people put 

off purchases in order to get 

the latest and greatest 

technology coming out later. 

We don’t expect to see huge 

turnover because of Grantley. 

CEO & Clusters, HPC & 

Supercomputing Expert 

InfiniBand is the king, but while 

people are working on bringing 

it to more generalized 

enterprise applications, they 

have been doing that for years 

now. It will take a few more 

years. Until then, this is a very 

nice and very prestigious side 

business for someone like 

Cisco or Intel and a very narrow 

core business for a specialist 

like Mellanox. 

Technology Integration Lead 

Major Software Vendor 

http://en.wikipedia.org/wiki/PCI_Express
http://www.netgear.com/
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now. It will take a few more years. Until then, this is a very nice and very prestigious side business for someone like 

Cisco or Intel and a very narrow core business for a specialist like Mellanox.” 

Miscellaneous 

 “Grantley is not having an impact on NIC sales. You need cable no matter what iteration of Xeon you are running. 

When you change Xeon generations, you don’t buy new cable.” 

 “The center of cloud computing is where the innovation is these days. That’s massive-scale clouds spun up from 

proprietary configurations of generic hardware. I don’t think Mellanox is playing there. I don’t know if they are trying 

for a piece of it. I imagine they must be. But what I know is that Dell and HP and IBM are the people who buy 

Mellanox, and the massive data centers don’t buy a lot of Dell and HP and IBM. They buy generic blades by the rack.” 

 

 

4. Chief information officer for a global manufacturer; repeat source 

The CPU refresh cycle’s role in Mellanox sales has been overstated. Multi-gigabit Ethernet is only a transitional 

phenomenon as operators of massive data centers approach the limits of scale and revert to more concentrated HPC 

approaches. InfiniBand and similar ultra–high-bandwidth technologies continue to move toward mass enterprise 

deployment. 

Ethernet Sales Opportunity 

 “We do only peripheral work with Ethernet. I don’t think it’s really the solution in high-performance computing. At 

best you are seeing very large data centers—the Facebooks of the world—shifting toward 10 Gb Ethernet, but on the 

whole they are still building around a notion that you can simply throw more middle-quality iron [server capacity] at a 

problem and make it go away. That’s a brute-force scale solution. Mellanox sells a pinpoint efficiency solution.” 

 “It will take years before 10 Gb Ethernet dominates the market, much less becomes obsolete due to ever-increasing 

network loads on the system. You need to finish the 10 Gb build first, and then you need that build to start buckling 

under the load. Only then will the Facebooks of the world realize that they needed a pinpoint solution and a little less 

brute force.” 

 “Mellanox can keep selling 10 Gb Ethernet—their primary product in this 

space—for years to come. Then that market will start to shift to favor 

InfiniBand and real high-speed NIC.” 

 “Once Mellanox gets into a Facebook [Inc./FB] or an Amazon[.com 

Inc./AMZN], you will hear it. Suddenly Facebook or Amazon will be one of 

their top three customers. It will be impossible to hide. Until that point, the 

company has only a toehold in the overall market, simply because it doesn’t 

have any of the major build-your-own-server operators buying from it 

directly.” 

InfiniBand Sales Opportunity 

 “InfiniBand is the way all computing should go and, ultimately, where all 

computing has to go on an enterprise scale. The power and hardware 

footprint aspects are compelling, but what you really have here is the fastest 

solution on the market. This is increasingly an industry where you have a 

barbell market: The cheapest solution wins fans because it is cheapest, the 

fastest solution keeps its slice because it is fastest. Between them, you 

have some people who want a little better and can pay a little more, people 

who want the fastest thing they can afford, all kinds of gradients. But the 

winners are on the extremes. Mellanox is on the extreme.” 

Miscellaneous 

 “The Grantley story is overdone. People with InfiniBand-quality networks don’t put off buying a machine for a year or 

two years; they need it now. I think what has happened is people who were on the cusp are delaying until they can 

see what the system will do under Grantley, purely because they don’t really have the in-house support to deal with a 

new CPU architecture or handle the transition. These people want others to invest in working out the bugs for a year 

or two, and then they will come in. They are not what I call serious customers.” 

 “They are also not what I would call core Mellanox customers. If Grantley had any effect at all on this business, it is 

because the ‘maybe’ customers are remaining on the fence longer. That tells me Mellanox already has all the 

Once Mellanox gets into a 

Facebook or an Amazon, you 

will hear it. Suddenly Facebook 

or Amazon will be one of their 

top three customers. It will be 

impossible to hide. Until that 

point, the company has only a 

toehold in the overall market, 

simply because it doesn’t have 

any of the major build-your-

own-server operators buying 

from it directly. 

Chief Information Officer  

Global Manufacturer 
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‘definitely’ market sewn up and is now working harder and harder to convert the ‘maybe’ types. It is getting harder as 

Grantley approaches, because who wants to jump the gun at this point? They’ve already waited so long as it is.” 

 “Interconnect remains a standard line item in our ongoing data center build. It’s simply a cost of doing business in 

the fashion we need to do business. It’s not like Mellanox is going to gigantic enterprise and saying, ‘How come you 

are on 100 Gb Ethernet?’ Companies that need InfiniBand know about Mellanox already. The only question there is 

whether we are growing faster or slower and whether that suits their internal trend lines. They are growing InfiniBand 

along with the global HPC budget.” 

 

 

5. Product executive for an integrated data solutions provider; repeat source  

InfiniBand will remain a niche technology for the foreseeable future. Mellanox has barely begun to exploit the organic 

growth opportunity that high-speed Ethernet represents. The promise of cross-channel InfiniBand/Ethernet sales has not 

been realized. 

Ethernet Sales Opportunity 

 “Sure, Mellanox can keep growing in Ethernet. They’ve barely started. They’ve owned Ethernet for two years now, and 

until this quarter it was negligible part of their business. It’s an extremely low base and a large addressable 

opportunity.” 

 “Mellanox has a base here. Presumably, they can keep growing off that 

base. Unless things go seriously wrong there, they’ll keep accelerating their 

sales process. They won’t slide back. Also, a lot of their Ethernet is already 

built into third-party OEM hardware, so those units are already sold on a 

wholesale level. It’s up to the OEM to sell from there.” 

InfiniBand Sales Opportunity 

 “I think they got overly ambitious about how fast the world would upgrade 

to enterprise InfiniBand. That didn’t happen. InfiniBand is too expensive 

and actually too fast for what the typical enterprise operator really needs.” 

 “They’ve said they want to sell a convergent solution to create an easy 

upgrade path to InfiniBand. That hasn’t happened. Nobody was grabbing 

the training wheels on the Ethernet side, so nobody was climbing up the 

ladder from there.” 

 “InfiniBand is not growing beyond HPC.” 

Miscellaneous 

 “We bought into InfiniBand before Romley, and those switches are still 

working. They haven’t worn out, and news flash: They are still head and shoulders ahead of the industry standard. 

They are blazingly fast by industry standards. We don’t need to get faster. We don’t need to get newer. We’re happy.” 

 

 

6. Academic supercomputer IT administrator; repeat source  

Mellanox has great technology, but standard IT practice currently emphasizes brute scale over high-performance 

components. Growth on either the InfiniBand or Ethernet side is not assured. One Gb is enough for most consumer and 

enterprise applications. Anything over 40 Gb is largely a vanity product for high-frequency trading funds with direct access 

to the network backbone. 

Ethernet Sales Opportunity 

 “Everyone sells 10 Gb Ethernet. Few mainstream admins buy it because 

they’re not about paying an extra 15% to 20% of their budget to make their 

machines talk to each other 10 times faster. They’re about more machines 

talking at the same speed they do now. Applications demands haven’t 

increased 1,000%. Demand for breadth of pipe and storage and processing 

capacity has increased. People need more machines, not necessarily faster 

NIC.” 

Sure, Mellanox can keep 

growing in Ethernet. They’ve 

barely started. They’ve owned 

Ethernet for two years now, and 

until this quarter it was 

negligible part of their 

business. It’s an extremely low 

base and a large addressable 

opportunity. 

Product Executive  

Integrated Data Solutions Provider 

If you have 1 Gb of Ethernet, 

you are fast enough for 

anything but supercomputers 

talking to each other. 

Academic Supercomputer IT 

Administrator 

http://semiaccurate.com/2012/03/06/intel-launches-romley-the-best-server-platform-out-there/
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 “If you have 1 Gb of Ethernet, you are fast enough for anything but supercomputers talking to each other.” 

InfiniBand Sales Opportunity 

 “InfiniBand is what we use in our real-time scientific data collection systems. Most of our internal machines could get 

by easily on 1 to 10 Gb Ethernet. When you start moving to 40 Gb and up, you’re really talking about extending 

processor speed out beyond the box. Those speeds are for processor connections, for the bus that deals with 

internal memory management and the calculations themselves. That’s why Intel is bringing InfiniBand into the box.” 

 “Unless you want a millisecond faster to the stock exchange, you don’t need 40 Gb. I don’t need 40 Gb for most of 

my needs, and we are ahead of the academic curve. We have 56 Gb FDR connecting our cores.” 

Miscellaneous 

 “I don’t see much incentive to buy more high-speed NIC except as required to support our network expansion. That’s 

Ethernet and InfiniBand alike.” 

 

 

 

2) OEMs 
Four of these five sources foresee growth in the Ethernet market segment as enterprises move from 1 Gb to 10 Gb. (The 

remaining source did not comment.) Ten- Gb Ethernet is becoming commoditized, leading to low-cost providers gaining share. 

One source said Mellanox considers the 10 Gb market “slumming” but would be willing to give up margin to gain share. Forty-

Gb Ethernet is generating some interest but is not yet in high demand. Four sources view InfiniBand as a limited market, but 

the remaining source believes it is a potential white box interconnect solution, which should benefit Mellanox. He added that 

Mellanox is providing multi-gigabit Ethernet as a way to expand its market share and introduce customers to InfiniBand. The 

Intel Grantley CPU upgrade cycle will not result in significant sales for Mellanox, according to the two sources who 

commented. Mellanox’s RoCE could be an opportunity to move enterprise applications to the cloud. 

 

 

KEY SILO FINDINGS 
Ethernet Sales Opportunity 

- 4 see Ethernet growth but also commoditization, which will favor low-cost vendors. 1 did not comment. 

- 10 Gb Ethernet is becoming the standard. Demand for 40 Gb is small. 

InfiniBand Sales Opportunity 

- 4 see InfiniBand as a limited market; 1 source also referred to it as saturated. 

- 1 source expects InfiniBand to become the default interconnect standard, benefitting Mellanox. 

Miscellaneous 

- Enterprise migration to the cloud is going to require quality and flexibility that currently are not offered by many cloud 

vendors. 

- Mellanox is being challenged by its sales force, which has not made the transition from specialty sales (InfiniBand to 

the HPC community) to mass-market sales of Ethernet solutions. 

- 2 do not expect Intel’s Grantley CPU upgrade cycle to significantly impact Mellanox’s sales.   

 

 

1. Head of a RAID vendor’s external storage solutions unit; repeat source 

Mellanox should continue to dominate InfiniBand through at least 2016, but its position may become defensive beyond 

that point. Ethernet growth should continue as Mellanox becomes known as more than a niche HPC-oriented vendor and 

educates IT departments about its more conventional enterprise NIC solutions. Standardization is necessary before wider 

adoption of 40 Gb and up can occur, but the lack of a compelling reason to embrace faster than 10 Gb is a bigger 

obstacle to adoption. Commodity-focused switch vendors already are competing in the 10 Gb space and ultimately may 

be the winners as the market upgrades. 

Ethernet Sales Opportunity 

 “Mellanox can keep growing its Ethernet franchise, no question. They are becoming known as having some of the 

best-performing NIC and switching around on a price-per-port basis. It’s a rare combination of ‘value’ in the sense of 

a low-cost solution and ‘value’ in the sense of some of the best technology around. Right now they are a very narrow 

http://en.wikipedia.org/wiki/RAID


 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

9 

Mellanox Technologies Ltd. 

niche, so there’s almost endless room to cannibalize the business of people like Cisco, Brocade [Communications 

Systems Inc./BRCD], Juniper [Networks Inc./JNPR], Intel.” 

 “I think the speed at which they can expand here is really a factor of ambition and sales force management. At a 

minimum they should be able to maintain their current growth because that’s baked in now. That’s maintenance.” 

 “It’s really a question of outreach. IT knows Mellanox as one of those supercomputer component makers. The 

purchasing managers think the company is out of their league, so they’re flattered to be called.” 

 “So far Cisco and company have often been high-price vendors in the 10 Gb-and-up arena, because this is their 

premium segment so they want to feel fancy when they sell one of these switches. This is where their margins and 

their relative value add are found. For Mellanox, running mere 10 Gb Ethernet is practically slumming. They’re happy 

to sacrifice margin to win a piece of this market because their real margins are elsewhere.” 

InfiniBand Sales Opportunity 

 “InfiniBand is a different story. I don’t think that technology is moving out of 

the supercomputer for a long time, maybe even ever. Ethernet RDMA and 

other competing approaches are always jockeying for a knockout blow 

there. Look at what happened with fibre channel, which has basically 

stalled out. Chelsio [Communications] is becoming a player to watch on the 

RDMA side. Intel is always a factor but is more likely to just absorb 

whatever InfiniBand business remains.” 

 “Mellanox needs to either become a built-in standard on someone’s 

configuration or else convert the world to InfiniBand on its own. It’s too 

small to go it alone. Probably the best scenario for them is to get bought. 

It’s back to being only a $1.4 billion company now. That’s cash for some 

giants like Dell or IBM or HP who might like the fastest I/O around as a 

proprietary edge.” 

 “If not for a standard, InfiniBand remains a niche technology, a cult item. 

That’s already trouble for them because companies like Amazon and 

Facebook don’t work with traditional supercomputing architectures, so they 

are ignoring InfiniBand except in certain specialized aspects of their 

environment. They’re fine with generic 10 Gb Ethernet.” 

Miscellaneous 

 “Forty Gb is getting some interest among financial firms and others who need to be able to resolve communications 

or send massive amounts of data very quickly. Otherwise, there’s only a sense that 10 Gb is generally enough. Ten 

times faster than the current standard in the industry is incredibly fast on a subjective basis. You can multiplex that 

speed and run 10 times as many connections, by which point you’re probably feeling satisfied with the performance 

gain and will be happy to buy another switch.” 

 “I don’t know who else would need 40 or 56 Gb. To be honest, I don’t know who Mellanox is selling those systems to. 

I’m sure it’s someone, but at that level, you might be on the edge of wanting to play with InfiniBand instead.” 

 

 

2. Systems engineer for an I/O solutions OEM; repeat source 

Mellanox has unbounded growth potential separate from the Intel CPU refresh cycle. InfiniBand can become a new 

default interconnect for all network operators, which could make Mellanox an industry linchpin if the scenario plays out 

as expected. The Ethernet is doomed in the long term, but supporting multi-gigabit solutions in the meantime is a fair way 

to expand the Mellanox brand and ultimately promote InfiniBand adoption from an entrenched position. Execution risk is 

the biggest factor holding the company back. 

Ethernet Sales Opportunity 

 “I’m not an Ethernet fan. It’s a lousy, inefficient technology, and it burns a lot of power in large networking 

environments. Ultimately its days are numbered. In the meantime, Mellanox is doing a nice job converging old 

Ethernet with the InfiniBand future by incrementally adding more sophisticated functionality back into the existing 

middleware. I think that makes Mellanox a short-term winner in Ethernet and a long-term winner as Ethernet falls 

away.” 

Mellanox can keep growing its 

Ethernet franchise, no 

question. They are becoming 

known as having some of the 

best-performing NIC and 

switching around on a price-

per-port basis. It’s a rare 

combination of ‘value’ in the 

sense of a low-cost solution 

and ‘value’ in the sense of 

some of the best technology 

around. 

Head of a RAID Vendor’s External 

Storage Solutions Unit 

http://www.brocade.com/products/all/switches/index.page
http://www.brocade.com/products/all/switches/index.page
http://www.juniper.net/us/en/products-services/switching/
http://en.wikipedia.org/wiki/Remote_direct_memory_access
http://en.wikipedia.org/wiki/Fibre_Channel
http://www.chelsio.com/
http://en.wikipedia.org/wiki/Input/output
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 “You want to be able to change minds from inside the enterprise. People who recognize that their network is running 

faster because of the new Mellanox switch and NIC set-up are more willing to hear the argument about InfiniBand in 

a few years.” 

 “There are billions of dollars a year to be had in selling a better Ethernet solution. This is not really about Grantley or 

the server evolution path. This is simple incremental evolution on the infrastructure side.” 

 “Mellanox is selling 10 Gb Ethernet because that’s what people are buying. That’s the sweet spot right now, mostly 

on the NIC side because you can get the interconnect without the Mellanox switch, but if you get the Mellanox switch 

you need connect too. Switches come from a lot of places now.” 

InfiniBand Sales Opportunity 

 “InfiniBand is very slowly moving out of supercomputing. Oracle 

[Corp./ORCL] is doing great things with this and with Mellanox in particular 

because Oracle doesn’t want to get too deeply in bed with Intel. But the 

move into traditional enterprise hardware is coming for InfiniBand. Small 

applications are already on the market.” 

 “As the independent InfiniBand leader, Mellanox can become an industry 

standard like Cisco or EMC [Corp./EMC] or one of the storage disk 

providers. That’s a gigantic leap forward for them if it happens. It won’t 

happen for at least five years.” 

 “InfiniBand will be in the next iteration of white-label server farms from 

people like Facebook. That means Mellanox will be there unless another 

vendor takes the lead, which is a little unlikely right now. You would need 

something spectacular to come in at this point, and then you would need to 

prove to these massive customers that your solution scales to their level. To 

prove that requires you to have some big deployments already generating 

diagnostic data and a track record for reliability. You see the barrier to entry 

now.” 

Miscellaneous 

 “In terms of Grantley, I don’t know how many people are really in wait-and-

see mode on that. My suspicion is that Mellanox is simply having trouble 

selling and Grantley is the excuse they’re hearing from their prospects.” 

 “Mellanox is having trouble with its sales force. There are glitches in the training, and I don’t think they are making 

the transition to selling a mass-market IT product yet. They were familiar with having a customer universe of maybe 

500 people worldwide. Going out to global IT requires a different way of thinking, and I don’t think they’re quite there 

yet.” 

 

 

3. Founder of a cloud appliance developer; repeat source 

Mellanox remains an HPC vendor trying to adapt its culture to a larger 

addressable Ethernet market. The company is practically a new player in 

Ethernet, and Dell accounts for almost all of its current Ethernet sales. 

InfiniBand is a great technology, but that market is saturated. 

Ethernet Sales Opportunity 

 “I looked at it, and Ethernet is almost all Dell for Mellanox. Dell now sells 

Mellanox Ethernet into its cloud hardware solutions packages. Dell is 

about 12% of Mellanox revenue. Ethernet is about 19% of Mellanox 

revenue. Mellanox only sold about $6 million in non-Dell Ethernet to non-

Dell customers.” 

 “Ethernet is a huge market, maybe billions of dollars a year and a vast 

opportunity for moving 1 Gb interconnect up to 10 or even 40 Gb. But at a 

run rate of $24 million a year outside of Dell, Mellanox is never going to 

become a big player in that market. Cisco and the other usual suspects 

will continue to dominate.” 

I’m not an Ethernet fan. 

Ultimately its days are 

numbered. In the meantime, 

Mellanox is doing a nice job 

converging old Ethernet with 

the InfiniBand future by 

incrementally adding more 

sophisticated functionality back 

into the existing middleware. I 

think that makes Mellanox a 

short-term winner in Ethernet 

and a long-term winner as 

Ethernet falls away. 

Systems Engineer  

I/O Solutions OEM 

Ethernet is a huge market, maybe 

billions of dollars a year and a vast 

opportunity for moving 1 Gb 

interconnect up to 10 or even 40 

Gb. But at a run rate of $24 

million a year outside of Dell, 

Mellanox is never going to become 

a big player in that market. Cisco 

and the other usual suspects will 

continue to dominate. 

Founder, Cloud Appliance Developer 

http://www.oracle.com/us/products/servers-storage/networking/infiniband/index.html?ssSourceSiteId=ocombr
http://www.oracle.com/us/products/servers-storage/networking/infiniband/index.html?ssSourceSiteId=ocombr
http://www.emc.com/index.htm?fromGlobalSelector
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InfiniBand Sales Opportunity 

 “I love InfiniBand, but that’s maybe a $400 million market and Mellanox already owns at least half of it. Unless new 

applications come around outside HPC, InfiniBand has peaked.” 

Miscellaneous 

 “Grantley is not an issue. You have been asking about this for a few years now, and nothing has changed.” 

 “Mellanox is a great $400 million company. That’s its natural sales level. Trying to justify expectations that it will 

grow dramatically is making that company a little crazy. If I were them, I would buy someone—as they bought into 

Ethernet in the first place or rounded up InfiniBand competitors—or get bought.” 

 

 

4. Cloud technical architect and advisor for an OEM 

This OEM’s partnership with Mellanox is part of an overall cloud strategy to deliver proven quality and flexibility in data 

center infrastructure. The OEM has the hardware quality and service level to lure existing enterprise customers to the 

cloud, but the source realizes that price is a driving factor in this market. 

Ethernet Sales Opportunity 

 “We’ve been alliance partners with Mellanox for years and collaborate on a tightly integrated server and storage 

solution that incorporates their 40 Gb Ethernet adapters and switches featuring RoCE.” 

 “We don’t build white box ‘to order.’ At our data centers, we’ll custom build something in terms of networking 

requirements, rack, interconnect and chassis, but the processor, CPU, memory and the board are all sourced as is 

[from the company’s menu of stack options, which can include Mellanox components].” 

 “When people shop for cloud services today, the hardware seems to becoming less and less a factor and the 

services are more important. Do they assume because it’s a specific vendor that it’s a certain high-level of 

hardware? That’s the battle we’re all fighting to some degree. But we’re trying to keep our customers educated on 

the fact that one size does not fit all and that infrastructure does matter now as customers move further to the 

cloud.” 

 I don’t know yet how the 40 Gb Ethernet stacks up in performance against 

InfiniBand because I haven’t seen any customers request that. Nobody’s 

been requesting that type of bandwidth. The most common is 10 Gb.” 

InfiniBand Sales Opportunity 

 “We are starting to see some first-of-a-kind and special-use case cloud 

infrastructure requests in terms of more HPC and nontraditional workloads, 

but these are more or less ‘kick the tires’ type things. Customers are 

starting to think about looking to store data on the cloud and be able to pull 

it down back into their own data centers to run analytics on it. They’re 

testing this out. And for this purpose, connectivity is a key element. Getting 

the data back and forth is critical, but we haven’t gotten too many company 

requests to do this yet.” 

 “In the HPC market, customers are not jumping on to the cloud as fast as 

they were expected to, which in some markets is, geographically driven. For 

example, if you’re a financial services company in New York City, you’re not 

going to want to keep your data at AWS [Amazon Web Services] in Virginia 

or Washington, D.C.” 

 “We have an aggressive data center rollout strategy in terms of where our global data center footprint will be, but in 

the event that a customer is not close to a data center and has bandwidth issues and network issues, they can tap 

into a number of supplier network provided POPs [points of presence] to get close to the nearest software data 

center. Many customers are going to want to have InfiniBand capability to connect their data center to the nearest 

POP and not lose bandwidth, or they may not have a POP close enough to them. That’s why InfiniBand technology is 

not going to be commoditized offering, not overnight anyway.” 

Miscellaneous 

 “Our push in the cloud is strategy and services, migration, workload analysis, and helping customers think through 

traditional on-premise private cloud vs. SaaS [software-as-a-service] offerings and everything in between … and how 

to make the right choices on this journey.” 

In the HPC market, customers 

are not jumping on to the cloud 

as fast as they were expected 

to, which in some markets is, 

geographically driven. For 

example, if you’re a financial 

services company in New York 

City, you’re not going to want to 

keep your data at AWS in 

Virginia or Washington, D.C. 

Cloud Technical Architect & Advisor  

OEM 

http://aws.amazon.com/
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 “I work mostly in the financial services vertical, and this industry is going to be one of the last to request something 

as ambitious as storing large amounts of private data on the cloud.” 

 “As enterprises move more data to the cloud, they’ll realize more that the one-size-fits all infrastructure offered by a 

lot of cloud providers isn’t going to cut it anymore. The quality and the flexibility of the infrastructure will become 

more of a focus as enterprises mature in their use of the cloud, and move more specialized workloads to the cloud 

demanding special handling.” 

 

 

5. Sales manager in specialized HPC storage equipment often used in joint solutions with Mellanox products 

The current HPC market is brand-sensitive and will pay a premium for branded products like Mellanox’s because they 

have a proven track record and engineering support. HPC users are likely to stay with on-premise solutions until some of 

the performance and security barriers of the cloud are removed. 

Ethernet Sales Opportunity 

 N/A 

InfiniBand Sales Opportunity 

 “People do buy branded products in the HPC market because they know they’re going to work and there’s a level of 

engineering support behind them. People will pay a premium for a branded product like a Mellanox switch because 

they get the backing of the brand behind it.” 

Miscellaneous 

 “I think the HPC market wants the fastest and latest components, and that often doesn’t fit well with typical data 

center provisions for public cloud services because these clouds are aiming for a large mass market, on the whole. 

The returns a cloud services provider would get from having specialized equipment would be harder to realize, 

especially since HPC workloads would be more intermittent.” 

 “If you’re trying to run typical engineering HPC, you need specialized systems, a range memory configurations on the 

servers. Every job is fairly unique in its nature and the resources you need, so that makes it difficult for cloud 

providers to configure those systems.” 

 “I used to work at [a major cloud provider]; there you couldn’t actually guarantee customers a placement on a 

particular server, so your job could be rejected. For some areas of HPC it’s harder to actually soak up the CPU cycles 

to make cloud economical.” 

 “The equipment manufacturers that cater to the HPC market aren’t too worried about losing business to the cloud 

because there aren’t that many HPC cloud vendors out there. The vast majority of HPC is still done on premise.” 

 “Microsoft [Corp./MSFT] did look at standing up a particular cloud system to do engineering simulation jobs, but the 

problem was that there just aren’t enough of them [the jobs] out there.” 

 “Almost any company looking for reliability will buy a name-brand product. Yet at Amazon, and companies like them, 

they have 3,000 engineers and with that they can make fairly cheap components stand up and run. But even those 

guys don’t offer proper SLAs [service-level agreements]. If you look at Amazon or [Microsoft’s] Azure, they basically 

will just give you a refund for the hours the systems wasn’t working. They’re not enterprise-class systems.” 

 

 

 

3) IT and Systems Integrators 
These four sources said 10 Gb Ethernet is a potential growth market for Mellanox and is the backbone of commodity data 

centers, which are upgrading. However, competition and pricing pressure in this segment is significant; Google Inc. (GOOG), 

Apple Inc. (AAPL), Amazon and Facebook, which are not significant Mellanox customers, have built white box solutions using 

wholesale components. Use of 40 Gb Ethernet is limited. Three of the four sources commented on Mellanox’s InfiniBand 

opportunities, agreeing that adoption outside of the HPC market will be limited. The Grantley CPU refresh is not expected to 

drive Mellanox’s sales. One source surmised that many customers may wait until the Intel Brickland refresh, which is 

expected to include a proprietary I/O that would bypass the need to involve Mellanox. Two sources said Mellanox’s RoCE 

hybrid solution is attractive to enterprise clients. 

 

 

http://azure.microsoft.com/en-us/
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KEY SILO FINDINGS 
Ethernet Sales Opportunity 

- 4 think the 10 Gb Ethernet market has growth potential for Mellanox. 

- Competition and pricing pressure will challenge Mellanox. 

- RDMA over Ethernet is becoming a choice in the enterprise market, and Mellanox is said to have a competitive 

advantage. 

InfiniBand Sales Opportunity 

- 3 think the InfiniBand market is unlikely to expand beyond HPC except in special applications. 

Miscellaneous 

- The Intel Grantley CPU refresh is not likely to boost Mellanox sales significantly. 

- HPC customers may hold out for the Intel Brickland upgrade, which has proprietary I/O, a negative for Mellanox. 

 

 

1. President of an IT strategy consultancy; repeat source 

InfiniBand is a dead end for Mellanox as the Intel roadmap moves beyond Grantley toward proprietary interconnect 

solutions as early as 2015. The company already dominates the HPC InfiniBand market, which is characterized more by 

equilibrium than robust growth. The Ethernet is the true growth opportunity as mass data center shifts toward 10 Gb 

connectivity. High-performance switch pricing is falling as the largest cloud operators consolidate their purchasing power. 

Ethernet Sales Opportunity 

 “Ethernet is the place where Mellanox can expand, and I think the expansion we’ve already seen will continue for 

some time. The 10 Gb Ethernet space is crowded but also somewhat slack. There are too many utility vendors with 

lookalike products, so something branded and differentiated can shake things up.” 

 “Unlike a Fusion-IO [Inc./FIO], for example, which has components firmly imbedded into the white box racks that 

companies like Amazon and Facebook build, Mellanox and its Ethernet are largely redundant to the giant cloud 

operators. Google, Amazon, Facebook and Apple are not core customers for 

Mellanox. Mellanox sells into traditional server OEMs, who then sell into 

traditional server channels, not the white boxes.” 

 “White box [solutions] need switching but are buying it wholesale and 

driving down pricing for everyone else. As a proportion of overall ports in 

play, those ultra-cheap switches are already a large piece of the computing 

world, maybe double digits in terms of share. That share is barred to 

Mellanox, so there’s a ceiling on its growth here.” 

 “Maybe half of the rest of the server market is eventually going to have to 

transition to 10 Gb switching in order to keep up with processing 

enhancements. You don’t want your CPU spinning faster than you can get 

I/O back and forth, so many deployments are now hitting that pain point 

where they need 10 Gb simply to avoid lag in the pipe.” 

 “Mellanox is targeting that 10 Gb opportunity in both NIC and switch. Above 

that, 40 Gb is largely the world of the white boxes. Mellanox can sell NIC 

there but not switch. Likewise, while in theory Mellanox can sell 10 Gb NIC 

into a white box, switch is not going to happen there. I read a few years back 

that these massive cloud operators already jointly produce more 10 Gb 

switches than anyone but Cisco. That hasn’t changed.” 

InfiniBand Sales Opportunity 

 “In the Intel world you are going to see systems upgrade out of the Mellanox world simply because the I/O is already 

built in. That’s a bad thing in the HPC segment where there aren’t many de novo builds, and the big basically just get 

bigger. Mellanox can keep a following there, but at best it’s not going to grow much. At worst it’s going to fight a long 

war of attrition to keep what they have.” 

Miscellaneous 

 “Grantley is not really a decision point because Grantley is not the end, so why would people wait for Grantley to do 

their spending? People who are buying these systems are rolling their purchases in waves, not clustering all the 

Ethernet is the place where 

Mellanox can expand, and I 

think the expansion we’ve 

already seen will continue for 

some time. The 10 Gb Ethernet 

space is crowded but also 

somewhat slack. There are too 

many utility vendors with 

lookalike products, so 

something branded and 

differentiated can shake things 

up. 

President, IT Strategy Consultancy 

http://www.fusionio.com/
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buying and then hanging on until their systems are outdated and in dire 

need of replacement. That’s not how it works. If Mellanox is telling people 

that, it may be wishful thinking.” 

 “Supposedly Intel will have its proprietary I/O integrated into the next 

generation of mission-critical processors—Brickland—by 2015, so there’s 

your upgrade path for you. If you’re waiting a year to get Grantley, why not 

wait another six months for Brickland and get double the nodes as well as 

other features? In that event, you’ve waited your way right out of Mellanox.” 

 “I am still interested in whether Intel is going to bring 40 Gb InfiniBand into 

the consumer devices. That’s the big question mark in terms of I/O—maybe 

for media applications as a way to get around the roadblocks that the end 

of net neutrality is going to cause. If you can stream as fast as optical cable, 

you won’t notice quite so much of an erosion of performance. But if that 

happens, where is Mellanox? Suddenly its midtier products are on garden-

variety laptops, so is it really a premium vendor anymore?” 

 “There are no standards between 10 Gb and ‘as fast as you can get,’ which is why Mellanox supports 40 and 56 Gb 

and other intermediate product levels that haven’t really gotten any traction. They’re shots in the dark, hoping that 

they’ll be in the right place. It’s like covering the roulette board in terms of configuration. But with no standards or 

even critical mass, serious buyers aren’t going to want it. They’ll create their own standards if they need to do it, and 

they have the talent and resources to create the plan.” 

 

 

2. Veteran HPC solution manager in Europe 

InfiniBand is unlikely to expand beyond the HPC market as non-HPC data centers focus on 10 Gb Ethernet. The choice of 

Ethernet or InfiniBand vendor varies by project, but Intel is less expensive. Ethernet is approaching commodity status. 

Ethernet Sales Opportunity 

 “I don’t see InfiniBand as a typical data center technology. I would rather see 10 Gb Ethernet filling the needs of non-

HPC data centers.” 

 “Ethernet plays a normal role in typical HPC setups. It’s a vital part, a basic ingredient, like a power supply. I wouldn’t 

say that Ethernet utilization in HPC is rising or getting more important, it’s just as important as a power supply.” 

InfiniBand Sales Opportunity 

 “We use both Intel and Mellanox InfiniBand. We’ve been Intel partners for the last 30 years or so, and we have a very 

close relationship with Intel. But also there are customer set-ups and customer requirements where Mellanox is 

made use of. It’s just that we have a different partner status with Mellanox than with Intel. Also, there’s a technology 

difference between the two. It can be very subtle, but the Mellanox and Intel 

technologies are different. And it depends on the individual customer 

requirements which technology and which provider we go for.” 

 “The Intel pricing is much better than the Mellanox pricing because 

Mellanox is the leader in regard to market share, by far, and their pricing 

reflects that.” 

 “Mellanox is still the only manufacturer that delivers FDR solutions, which is 

the technology step that defines the speed of the InfiniBand fabric. It 

doesn’t mean that FDR is needed or that it’s better; it’s just a newer 

standard, so to speak. In a typical customer situation, it may turn out that 

this FDR technology is not needed and it comes along with more price, so 

it’s a tradeoff sometimes between the performance needed and the cost 

and connectivity of the InfiniBand fabric.” 

 “Within the HPC market, from our experience, InfiniBand is utilized more 

and more … not only in the area for which HPC was first utilized, meaning 

parallel jobs where a low-latency network between different compute nodes 

was needed, but also in the connectivity between HPC storage and HPC 
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are not core customers for 

Mellanox. Mellanox sells into 

traditional server OEMs, who 

then sell into traditional server 

channels, not the white boxes. 

President, IT Strategy Consultancy 
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clusters. That’s the other area where the high-bandwidth feature of InfiniBand is needed.” 

 “Originally InfiniBand was created as a replacement for everything else that was, at that time, present in data 

centers. It turned out that InfiniBand was well suited for HPC and has now moved over to the HPC storage area as 

well, but I would not see InfiniBand moving away from the HPC niche. I don’t see InfiniBand as a typical data center 

technology. I would rather see 10 Gb filling the needs of non-HPC data centers.” 

 “Our HPC growth, which employs InfiniBand, has been in both academic and in the industrial sector in Europe due to 

the fact that we have not only an HPC business line but other lines of business as well, like classical hardware, 

virtualization and storage. We’ve had access to the industrial market for a long time. The industrial HPC market is 

now about 30% of our total HPC revenue. This market is very strategic to us.” 

Miscellaneous 

 N/A 

 

 

3. HPC architect specializing in moving enterprises to HPC cloud 

HPC users who need a low-latency interconnect will continue to use InfiniBand for the foreseeable future. Other 

enterprises in other verticals that do not require low latency are beginning to choose Mellanox’s RoCE, which is the 

company’s hybrid solution. Ethernet users are beginning to move from 10 Gb to 40 Gb, but 10 Gb is much cheaper. 

Ethernet Sales Opportunity 

 “We do see enterprise customers moving from 10 to 40 Gb Ethernet, for sure. Our last release of our virtualization 

product has full support for 40 Gb now. We have a pretty big market share, so I suspect it will open up more use for 

40 Gb.” 

 “Because Ethernet is so well established in enterprise environments, it’s our belief that the ultra-low latency 

interconnects are going to come into the enterprise probably first with RoCE, which gives you the opportunity to have 

Ethernet but also gives you low latencies. Not as low as InfiniBand, but Mellanox has been doing a good job of driving 

those latencies down closer and closer to InfiniBand. I expect that is the way the convergence to low latency is going 

to happen first between HPC and the enterprise.” 

 “Some of the verticals within HPC market will have greater adoption of the 

cloud because they have a lot of throughput-oriented workloads and don’t 

have an interconnect requirement, per se. A lot of that can be run on 

Ethernet-based infrastructures. Especially in the life sciences, say cancer 

research, they’re really exploding in their use of computations to solve some 

of their problems. They’re going to be building big clusters that will be 

Ethernet-based because they don’t have a low-latency requirement. That’s 

the same for financial services as well.” 

InfiniBand Sales Opportunity 

 “The reason that we’re a partner of Mellanox is that they offer a low-latency 

solution that is of interest to some of our customers, and we expect the 

need for that kind of low-latency to increase over time. The need is being 

driven partly by HPC requirements; clearly, InfiniBand is a big deal in the 

HPC space, and I don’t see that changing anytime time soon. But it’s also 

being driven by the fact that there are mainstream enterprise applications 

that have an extreme low-latency requirement—for example, IBM PureScale 

and Oracle RAC.” 

 “We’re also longer term interested in supporting InfiniBand-based HPC applications because we do see a 

convergence between HPC requirements and enterprise requirements over time. It’s going to be a harder sell for 

InfiniBand to make it into the commercial enterprise because of how established Ethernet is. Enterprises see 

InfiniBand as a very specialized interconnect.” 

 “Enterprises are more comfortable with Ethernet even though traditionally InfiniBand has a cost advantage in terms 

of speed. Also from a switch perspective, InfiniBand [IB] still leads even 10 Gb Ethernet in terms of per port costs 

since IB ports are cheaper.” 

 “We have some enterprise customers who have deployed InfiniBand because they wanted the faster interconnect 

and they understand lower latency, but that’s rare.” 

We do see enterprise 

customers moving from 10 to 

40 Gb Ethernet, for sure. Our 

last release of our virtualization 

product has full support for 40 

Gb now. We have a pretty big 

market share, so I suspect it 

will open up more use for 40 

Gb. 

HPC Architect w/ Moving Enterprises to 

HPC Cloud Expertise 
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 “I don’t see InfiniBand expanding beyond the HPC market very quickly. It’s really the adoption of RoCE that’s is 

probably going to slow that down because it will expand into the enterprise more likely than InfiniBand.” 

 “Throughput applications—the non-MPI, non-latency sensitive applications—work very well in the cloud. But the MPI 

applications—the ones that typically use InfiniBand—experience pretty significant slowdowns depending on what their 

exact latency requirements are. The performance can be quite poor running MPI applications in the cloud. There’s 

not going to be any interest from the HPC community in running their MPI-, InfiniBand-, or RoCE-based applications in 

the cloud until we fix the virtualized platform itself. We’re working on that now, but we still have a ways to go.” 

 “Enterprises just now entering HPC are looking for infrastructure that meets their application requirements. If their 

applications require low latency, then they’re going to go for InfiniBand certainly—unless they’re going to buy a Cray 

[Inc.] or similar with a specialized interconnect. Yet, an enterprise deploying a low-latency interconnect to support 

their scale-out databases and other non-HPC workloads that would benefit from low latency would more likely deploy 

RoCE. An enterprise interested in converging their HPC and non-HPC workloads onto the same infrastructure would 

more likely use RoCE than IB.” 

Miscellaneous 

 “I don’t know any of the details of Grantley, but in general if we’re going to 

faster more capable CPUs, which is typically what’s happening in every 

refresh, and presumably it supports the latest PCI standards, etc., it may 

drive interconnect sales. However, the application mix in the world doesn’t 

change when a new CPU comes out, so the questions is does that CPU help 

someone run the existing mix of applications better? And if it does, does 

that require some type of interconnect upgrade as well? I could imagine 

that the higher-bandwidth FDR would be interesting to people who now 

have more CPU power and want to keep the interconnect more in balance 

with the processor.” 

 “I don’t think [the Grantley CPU refresh] is going to change the mix of 

interconnect types, except for it might help drive people to the 40 Gb. But 

the issue with 40 Gb is that it’s much more expensive now than 10 Gb and 

the switch prices are really expensive too. Each vertical in the HPC market 

will approach a refresh in a different way.” 

 “For an HPC enterprise to replace their on-premise resources with cloud-based resources, the cost would be 

prohibitively expensive. Most of them will keep their on-premise resources. They may burst to a public cloud or a 

hybrid cloud for one-off temporary projects. This is how most HPC users will employ the cloud, except for the 

research community, which has always used remote compute resources. We also believe that the private cloud can 

offer a lot of value for HPC, but this is not yet widely understood within the HPC community. Life sciences is an area 

that does understand this.” 

 “The fact that the Amazon cloud offers spot instances is a really critical factor for the adoption of cloud computing 

cycles. They’ve made it really cheap to go and use lots of compute resources. Of course you get no quality-of-service 

guarantee and they can kill your job at any moment, but for the HPC community it’s easy and the low price point is 

attractive.” 

 “The fact that Amazon builds its own equipment and doesn’t use the establish infrastructure players isn’t a problem 

for HPC users. All they care about are the attributes of the service and if they meet the requirements.” 

 

 

4. Consulting cloud architect for several major U.S. enterprises 

This source works with major enterprises moving to the cloud and said the choice of Ethernet or InfiniBand provider is 

made not by the enterprise itself but by the web service provider. This source works with Amazon Web Services, which 

makes its own connectivity devices and does not use Mellanox or any of its competitors. 

Ethernet Sales Opportunity 

 “We probably are using 10 Gb Ethernet in the backbone of the cloud deployments we’ve done, but not 40 Gb 

Ethernet. No one is testing that so far on the cloud that I know of.” 

 “The type of hardware in the cloud varies with need and application of the customer, but they cannot tell me they 

want 1 or 10 or 40 Gb, they can have 10 Gb so far, no more than that.” 

I don’t see InfiniBand 

expanding beyond the HPC 

market very quickly. It’s really 

the adoption of RoCE that’s is 

probably going to slow that 
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InfiniBand Sales Opportunity 

 “I have no clients now using InfiniBand. I did when I worked at Oracle and 

Sungard [Availability Services], but that was in their own data centers, not in 

the cloud.” 

Miscellaneous 

 “Customers only buy the service that they get from Amazon Web Services; 

they’re not able to select the technology or what goes on in the back end. 

Amazon Web Services doesn’t buy hardware from Dell or HP or EMC; they 

create their own hardware and build it themselves, and they get it cheap 

from China or someplace. They custom-build their own systems. … There’s a 

very heavy competition between [Microsoft’s] Azure, and Amazon Web 

Services, and the prices have come down almost 50% in the last two years.” 

 “I’d say enterprises are moving to the cloud in a medium pace. It’s a good 

pace, but they’re not suddenly putting large amounts of data on the cloud. 

That’s not how it works.” 

 “The biggest hurdle getting enterprises on to the cloud I’ve found is security. 

They don’t know if their data is secure. If they’ll lose all the data, they’re not 

sure. Cloud providers claim everything, but we don’t know what exactly is 

going to work. Customers know servers can just die and not come back. So 

that’s why enterprises feel they have to put in a whole infrastructure with disaster recovery, a high-availability 

solution, and high VPN connection to a virtual private cloud, so it becomes very expensive. How expensive and how 

much resources are needed is the scary part for a lot of customers. That’s why they’re only just taking baby steps 

into the cloud.” 

 

 

 

4) Industry Specialists 
Three of these four sources expect Mellanox’s Ethernet sales to grow but also stressed this market’s limited profitability. The 

remaining source said Ethernet switches have become a commodity. Mellanox’s 10 Gb NIC is popular and being marketed 

aggressively. RoCE holds great potential for the company, but strong competition from Cisco and QLogic Corp. (QLGC) is 

expected. Sources were mixed regarding Mellanox’s InfiniBand sales opportunities. The Grantley CPU upgrade may positively 

impact Mellanox sales, according to two sources, but another source said it could favor Intel’s InfiniBand products. Two 

sources do see the use of InfiniBand expanding outside HPC to enterprise, big data, mobile and the cloud. Another said some 

opportunities for InfiniBand exist but that to what extent is unknown. The remaining source said the HPC InfiniBand market is 

saturated and is not expanding to new sectors. 

 

 

KEY SILO FINDINGS 
Ethernet Sales Opportunity 

- 3 of 4 expect Mellanox’s Ethernet sales to grow, but Ethernet is a commodity business with limited profit. 

- 1 did not comment on Mellanox’s Ethernet offerings. 

- 1 said VARs buy low-cost switches as they are becoming a commodity, and fill the CPU ports with Mellanox NIC. 

- 1 sees Mellanox’s RoCE as a solid opportunity for growth. 

InfiniBand Sales Opportunity 

- 2 expect growth for Mellanox’s InfiniBand sales outside of HPC. 

- 1 sees some opportunities for InfiniBand growth. 

- 1 said the HPC market is saturated and that the use of InfiniBand is not expanding. 

Miscellaneous 

- Switching and interconnect demand from the cloud is expected to be slow this year. 

- 3 commented on Intel’s Grantley CPU upgrade cycle, 2 think there will be a bump in sales and 1 thinks it will not be a 

sales driver for Mellanox, but could drive additional Intel NIC sales.   
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1. Stuart Miniman, principal research contributor for Wikibon; repeat source 

Mellanox’s Ethernet sales are on the rise, but Ethernet is not that profitable for most companies. Mellanox’s real growth 

opportunity is in the shift in the IT buying landscape: HPC technology is increasingly sought after by enterprise, mobile, 

big data, and some large cloud service providers. RoCE also is a promising area. Companies seeking RDMA solutions, 

such as Dell, represent an enormous market, and Mellanox has the experience and trust to get ahead of the pack. 

However, Intel and QLogic are determined to take share in this increasingly lucrative market. QLogic recently bought 

Brocade’s and Broadcom Corp.’s (BRCM) adapter businesses and is racing to catch up with Mellanox in RDMA offerings. 

White box switches do not pose a real threat to Mellanox, since most enterprise companies are unprepared for the 

headaches and operational burdens they entail. Although 10 Gb Ethernet is widespread in networking, 40 Gb Ethernet is 

making inroads. 100 Gb is so cost-prohibitive that it will probably take another decade before it is adopted widely. 

Ethernet Sales Opportunity 

 “Ethernet adapter sales are going well at Mellanox and will probably 

continue to be, but you have to take it with a grain of salt. From what I hear 

from different companies, Ethernet alone is not profitable.” 

 “The No. 1 use case is RDMA over converged Ethernet [RoCE], a network 

protocol that allows any two hosts in the same Ethernet broadcast domain 

to communicate. RDMA strength is huge, and that’s Mellanox’s strength. 

Mellanox’s switches and adapters can support either IB or Ethernet. One of 

the hottest things in 40 Gb Ethernet is RDMA, and Mellanox has an 

advantage in this technology. It’s a known entity and it’s quite trusted.” 

 “Dell’s Mellanox work is great; it’s nice architecture. Dell’s quite challenged 

these days. They’re trying to increase their size and footprint.” [Wikibon has 

recommended that Dell Compellent Storage be included in any RFP for 

intermediate storage arrays requiring additional performance.] 

InfiniBand Sales Opportunity 

 “What’s important to know is that high-performance computing architecture is really bleeding into the enterprise 

space. Modern applications like cloud, mobile and big data are looking for low-latency solutions [real-time message 

delivery], and that’s where Mellanox really has its strength. The opportunity for growth outside HPC is definitely 

strong. I’m hearing a lot more about Mellanox than I did six months ago.” 

 “Macro-trends in IT buying have been shifting, and a few large public cloud vendors now make up a big piece of the 

overall market. Mellanox will likely have slow growth in this area in 2014 and then more in 2015.” 

Mellanox Competitors 

 “QLogic is working hard to prevent Mellanox from gaining any more momentum with RDMA solutions. This is the top 

reason QLogic acquired Broadband, and it also recently acquired Brocade’s [converged] adapters. Take Dell’s 

partnership with Mellanox: Mellanox was the only one who had the RDMA 

solution they wanted. But the acquisition of Broadcom will allow QLogic to 

close that gap.” 

 “As far as the Grantley CPU’s impact on InfiniBand sales goes, Intel always 

has an impact. But it’s hard to separate the CPU from what’s happening at 

a macro level. I can’t really predict how much effect it will have [on 

InfiniBand sales] this year.” 

 “Intel is scary. QLogic sold its InfiniBand business to Intel awhile back, and 

Intel has said it intends to embed InfiniBand technology in its chip. That 

would be bad news for Mellanox, but I haven’t heard anything about that 

lately. The problem is that Intel is at all the big infrastructure shows; the 

Intel brand and marketing is extremely strong. It has such leverage 

everywhere in networking. It’s a formidable competitor.” 

 “Mellanox’s challenge is to get bigger. It’s a tough one.” 

White Box Solutions 

 “Cumulus [Media Inc./CMLS] is one of the companies supplying so-called white box switches, promoting it as a low-

cost alternative for fast, inexpensive network equipment gear. But I think it will take quite awhile to adopt it. There’s 

a big difference in the Google and Facebook hardware model, a different mentality in the orchestration needed to 
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build at such a large scale. The typical company may not have the time or people to deal with broken switches and 

other problems that come up.” 

 “I’ve heard in a key user group from a bunch of companies that have tried out the white box switches. And from what 

I’m hearing, the white box solution is not a fantastic experience. A lot of companies really underestimated the 

operational burdens they entail.” 

Miscellaneous 

 “10 Gb Ethernet is ubiquitous in enterprise. (I can’t believe it’s 2014 and we’re still talking about 10 GbE, but there 

you have it.) We’re starting to see 40 Gb Ethernet adoption in the core; Facebook uses 40 Gb, for example. As far as 

100 Gb Ethernet goes, it’s totally cost-prohibitive. You hear about 100 Gb Ethernet ports at $100,000 per port—

something ridiculous like that. Pricing and cost will probably draw it out to a decade before adoption becomes 

widespread.” 

 

 

2. Editor and bureau chief for an electrical engineering magazine 

Mellanox has considerable growth opportunity in its Ethernet sales, but that is the dilemma: The real profits lie in its 

InfiniBand business. Mellanox scored an important win in getting its Ethernet design in the Dell Power Edge servers and 

Fluid Cache storage systems, but it is facing strong competition from Intel and Broadcom. InfiniBand has some room to 

expand into enterprise outside HPC, but determining the uptake would be difficult. 

Ethernet Sales Opportunity 

 “Mellanox has a lot more opportunity to grow its Ethernet business than its 

InfiniBand sales, but the margins are in InfiniBand and not Ethernet. That’s 

their quandary.” 

 “I know Mellanox has strongly promoted 40 Gb Ethernet, but it’s still early 

for widespread adoption. Ten gigs took a long time to take off, and it’s pretty 

much the standard now. I’d expect high-end HPC to have some uptake in 

data and enterprise, but I imagine it’s still a fairly small part.” 

 “Mellanox’s biggest competitors are Intel and Broadcom. Cisco makes some 

Ethernet [equipment], but they tend to be a consumer in this area rather 

than the maker.” 

 “[Being incorporated into Dell’s Power Edge servers and Fluid Cache storage 

solutions is] definitely a good design win for Mellanox. They’re working on 

becoming a mainstream designer, so this is important.” 

InfiniBand Sales Opportunity 

 “It’s hard to say how much InfiniBand is going to be used in data centers and other places outside HPC. There will be 

some uptake, but Ethernet is still ubiquitous.” 

Miscellaneous 

 “It makes sense [that InfiniBand sales are off because HPC centers are waiting for the Grantley CPU upgrade]. Since 

InfiniBand is usually used in high-performance processor based clusters, it’s reasonable to expect a bump in sales 

as a new [Intel] server is rolled out. We’ve seen that in the past.” 

 N/A 

 

 

3. Data storage consultant and IEEE member; repeat source 

Ethernet is the future for Mellanox. The HPC market is already saturated and is not growing enough to support wider 

InfiniBand adoption. Multi-gigabit Ethernet is a much more sustainable opportunity, with the bulk of recent sales 

clustered around 10 Gb. Switching at this level is becoming a commodity business as mass vendors move into the space, 

forcing vendors like Mellanox to unbundle their NIC/switch proposition. Grantley is not a consideration and actually may 

drive InfiniBand business back to Intel. Also, high-speed interconnect is not a differentiator in itself for Dell or any other 

vendor but is simply part of the overall build sale. 

Ethernet Sales Opportunity 
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 “Mellanox can definitely keep selling 10 Gb Ethernet. About 65% of existing server capacity needs to upgrade to that 

level or else be replaced with something that has native 10 Gb Ethernet when it is changed out of the data center. 

Mellanox is an established player in that space, and having more talent driving channel sales will help it keep 

expanding there.” 

 “The 10 Gb NIC is aggressively sold and eagerly bought. That’s where the opportunity is. Up the ladder from there 

into 40 and 56 and theoretically 100 Gb NIC, it’s a more rarefied sale. I think Mellanox is like everyone else: They’d 

rather maximize their total sales pipeline in terms of dollars, not units or gigabit capacity. That means something like 

bulk. It’s a numbers game.” 

 “Switch at the 10 Gb level used to be very niche-oriented and specialized, so it belonged to people like Mellanox who 

could sell the connection as well as the switching. But now you have people like NetGear moving into high-

performance switching at a lower price point, so there’s an urge at least within the VAR and consultant community to 

buy the cheap switch and fill the ports with Mellanox NIC.” 

 “End users are not excited about interconnect. They are simply buying a 

more advanced and faster server from Dell or IBM or HP.” 

 “Mellanox has fine Ethernet. I think their major challenge is for market 

position. Their sales profile here is growing but off a very small base in 

terms of the overall Ethernet world. They’re an outsider here.” 

 “In theory multi-gigabit Ethernet is scalable to very large networks, but in 

practice it’s a moot question because you don’t want to connect every node 

with InfiniBand, for example. If price is an issue, you’re going to cluster your 

fast NIC into backbone connections and let everything else feed in and out 

of that.” 

InfiniBand Sales Opportunity 

 “HPC is not growing fast in terms of customer numbers. You see this with 

the relative static nature of the top 500 centers. The big stay big. The little 

don’t get that big without a lot of investment and hard work.  

 “I don’t think the HPC upgrade cycle will have an appreciable impact on 

Mellanox at all. InfiniBand is entirely an HPC technology but it is not entirely 

a Mellanox franchise.” 

Miscellaneous 

 “I am not aware of anyone who is putting off a purchase to make sure they 

get Grantley. Anyone this size needs processing power in a hurry. They need 

it now. It’s mission-critical.” 

 “I am not sanguine about InfiniBand being a two-year refresh cycle. HPC 

doesn’t swap out or upgrade so much as it is starting to scale into more variegated cluster environments, additional 

clusters. Some of those clusters will have Grantley and some might not, but the older systems aren’t going to throw 

out the CPU and the interconnect.” 

 “What’s interesting to me is Grantley is an Intel product, no? And Intel is a major InfiniBand player now, or could be if 

it wanted to be. Intel basically decides how well integrated with InfiniBand Grantley is. They decide whether you need 

InfiniBand to take advantage of the new capabilities of the system. It strikes me that someone who is so excited 

about Grantley has a very good chance of just grabbing Intel NIC at the same time because it’s one-stop shopping.” 

 “100 Gb Ethernet is several years out in terms of mass data center deployment. Remember, the center of gravity on 

the entire planet right now is hovering around 3.6 G in heavy computing enterprise. Going from under 4 to 100 in 

terms of speeds is not going to happen overnight.” 

 

 

4. Veteran HPC industry thought leader, professor and entrepreneur 

Today’s HPC computing customers with in-house data centers are hesitant to move to the cloud because they have 

already invested in equipment. However, the next generation of HPC customers, which is a huge number of today’s small 

to midsize companies in all verticals, have exponentially growing data demands. They cannot afford HPC in-house and will 

look to the cloud, which requires high-speed interconnects such as InfiniBand. 

Ethernet Sales Opportunity 
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 N/A 

InfiniBand Sales Opportunity 

 “There are six to eight areas where there is exponential growth in data; business intelligence and healthcare are just 

two examples. Big data growth is at 45% a year, so it is exploding and somehow we have to handle a whole new 

market demand for HPC. There are a lot of businesses that strongly demand increasing performance of 

interconnects and networks. And that will very positively influence the interconnect market. It is unimaginable really 

what this growth means for an industry like interconnects.” 

 “If you buy HPC, that’s a huge bag of money. A $70,000 HPC server has a total cost of ownership of $1 million after 

three years because you need someone to manage it, and they need education, training. Then you need the power 

and the room to put it somewhere, and so on. But now when you just rent the infrastructure for a day or so, it’s $500 

to $1,000 a day. This is something that’s very affordable and you can even afford the best equipment. It’s a 

completely different business model.” 

 “At the end of the day HPC cloud services is all about … trusting your resource [cloud] provider. … There is a great 

market opportunity for small cloud providers, just around your corner for example. Another reason locality matters 

now is the data. Codes like Abacus don’t run easily on the Internet; you have to an InfiniBand or a proprietary 

interconnect.” 

 “Even today InfiniBand isn’t enough for some supercomputers. Cray supercomputing has its own interconnect, as do 

IBM and Fujitsu [Ltd./TYO:6702] with its K computer, which has a Torus custom interconnects. These proprietary 

interconnects are faster than InfiniBand.” 

 “Today about 20 to 30 computers in the world are running on Petaflop mode and we are seeing Teraflop to become 

real before 2020. This speed can only be achieved by proprietary interconnects today, but in the future there may be 

other methods.” 

 “With HPC in the cloud you still have to wait for your data in the cloud to get back to you, so today you need two 

faster elements, faster servers and faster interconnects.” 

 “IDC guesstimates that the HPC cloud market is over $10 billion, and this is just servers. Then if you add in all the 

maintenance, operational costs, other infrastructure, the market is $30 billion. Not even 5% of scientists are running 

their simulations on high-end HPC systems; they are just using their workstations. Almost 95% of all engineers and 

scientists are still just using their desktop workstations.” 

 “At large companies, there’s control over the stack, the servers, the middleware, the application software, etc. But at 

small to medium-size enterprise, they can’t afford this stack. Procurement is a long wait, and the TCO over three 

years is over $1 million. But in the cloud, an engineer can burst out of his or her workstation and all of a sudden 

have access to big HPC systems, which they could not have before.” 

Miscellaneous 

 “Increasing the HPC cloud market is where we work hard. To do this, we need to remove some roadblocks. There are 

hurdles that result in the HPC cloud market being less that 1% of the total cloud market. The biggest hurdle is 

security, HPC enterprises say. After security, software licensing and the expense of licensing are another problem. 

Software providers are moving very slowly to enhance their licensing offers to make cloud affordable and move away 

from annual licenses toward pay-per-use licenses. Only in the past few years have the engineering and scientific 

software houses begun to change licensing offerings.” 

 “Large enterprises with their own HPC equipment in-house, which they’ve paid millions for, are very hesitant to use 

public cloud in addition to what they have in-house. Small and medium-size enterprises that cannot afford to buy the 

expensive HPC equipment … look for companies like Amazon … [Silicon Graphics International Corp./SGI] in the UK. 

There are about 50 HPC cloud resource providers out there.” 

 “Low cost in HPC doesn’t really exist. Everything in HPC is very expensive. That’s why with the cloud you have an 

opportunity to run your biggest job, but you pay for only what you use. This is something the engineer can then put on 

the project cost so it’s not a capital expenditure anymore. This is the financial advantage of the cloud in small and 

midsize organizations.” 

 

 

Secondary Sources 

The following seven secondary sources discussed Mellanox’s position in the Ethernet switch market and the company’s 

possible benefits from Intel’s upcoming Grantley server launch. 

http://www.fujitsu.com/global/about/businesspolicy/tech/k/
http://www.industrytap.com/exaflop-computing-will-save-world-can-afford/15485
http://www.hpcwire.com/2014/04/10/idc-details-hpc-market-momentum/
http://www.sgi.com/


 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

22 

Mellanox Technologies Ltd. 

 

Ethernet Switches 
These five sources centered on falling port prices and the increased use of white box switching hurting Ethernet switch 

vendors, Mellanox’s benefits from cheaper white box switches, a collaboration between IBM and Mellanox, Mellanox’s 

SX1036 being one of the fastest on the market, and Mellanox’s new FCoE Switch Solution. 

 

May 2 DZone article 

A Dell’Oro analyst believes Ethernet switch vendors are going to be hurt by falling port prices as well as increased use of 

white box switching. 

 “Alan Weckl, a Dell’Oro Group analyst, made some good points about that—and about how the Ethernet switch 

market is changing with or without white boxes—during this week’s Ethernet Technology Summit.” 

 “‘2014 is going to make people cry.’ That’s Weckl’s prediction for switching revenues, and he thinks the industry is in 

denial about it: ‘I don’t think the market is ready for how bad pricing is going to be.’” 

 “He expects 10-Gb/s port pricing to drop 25 percent this year. Less than $100 per port for white-box switches ‘would 

be realistic,’ he said.” 

 “2. The white box revolution is big. Yet, it’s not so wide. White-box switching—the use of off-the-shelf hardware 

running the customer’s choice of software—essentially comes down to ‘just two customers,’ Weckl said. They’re 

Google and Amazon—and Amazon didn’t hit the radar until last year.” 

 “3. Hyperscale data-center owners are distorting the market. ‘There are only going to be two folks who win Google for 

any given component,’ Weckl said. ‘When you win or lose these cloud providers, it’s a significant share of the market 

that’s gone, and it’s going to take a significant amount of effort in medium or large enterprises to make that up.’” 

 “4. The market is leaking. Cisco can defend its market share in medium-sized and large enterprises, but small 

enterprises are moving their networking business into the cloud, Weckl said.” 

 “5. China is stretching out of vendors’ reach. Weckl pointed out that the maturing of Huawei and other vendors (ZTE 

comes to mind) is bringing about a situation China has been striving for: Chinese service providers can buy nearly all 

their equipment from Chinese vendors. ‘Ultimately, China is not a friendly market for the U.S., and that was going to 

happen regardless of politics,’ he said.” 

 

Jan. Search SDN article 

Mellanox could benefit from the adoption of white box switches. One reader wrote that this adoption is a “no-brainer” as 

the switches offer roughly the same support and at a lower cost. 

 “White box switches and their associated operating systems are poised to make an impact on the networking 

industry during 2014.” 

 “White box Ethernet switches offer IT the advantages of flexibility, lower Capex and potentially lower operating costs 

as compared to traditional ‘black box’ Ethernet switch options. White box switch adoption will be led by large 

cloud/Web-scale operators with a wealth of IT talent.” 

 “White box Ethernet switches are a subset of SDN in that there is an explicit separation of hardware (bare-metal 

switches based on Broadcom or other semiconductor supplier silicon) and the network operating system supplied by 

Pica8, Cumulus or Big Switch. It is expected that there will be others to come. White box switches are like white box 

servers, offering low cost without the brand name or tight integration of silicon and network software features.” 

 “White box switches cost significantly less than the equivalent-speed brand-name switches.” 

 “However, the real key to white box switches is the potentially low operating costs. White box switches are about 

automation and making the networking device look like a server.” 

 “Vendors to watch include software suppliers Cumulus, Big Switch and Pica8, as well as the associate hardware/chip 

manufacturers like Accton, Quantum, Intel, Broadcom, Mellanox, Xpliant and Centec. Significant growth of the white 

box market has the potential to impact the margins and market share of the incumbent Ethernet switch providers, 

specifically Cisco (and HP, Juniper, IBM, Dell, Brocade, Extreme and Arista).” 

 “The bottom line is that white box switches have the potential to disrupt the traditional black box Ethernet switch 

market. During 2014, the market will see initial adoption in the data center representing a small (low single-digit %) 

of the overall market.” 

 “55% of experts would trust white box switches with their network.” 

http://server.dzone.com/articles/5-reasons-ethernet-switch?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+javalobby%2Ffrontpage+%28Javalobby+%2F+Java+Zone%29
http://searchsdn.techtarget.com/tip/White-box-switches-Understanding-the-basics
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 March 10 comment: “When one takes into account that name-brand switches are becoming more expensive to 

purchase and only offer *marginal* features as compared to white box switches, this is a no brainer. For example, 

as long as the switch supported a standard ITEF/OSI/ISO9001 VLAN and trunking protocol one can complement any 

security at the network and application layers .” 

 

April 23 AutomatedTrader article 

Mellanox and IBM are collaborating to provide data center infrastructures based on IBM’s POWER architecture and 

Mellanox’s end-to-end FDR 56 Gb/s InfiniBand and 10/40 Gb Ethernet interconnect solution. This collaboration comes 

after the recently formed OpenPOWER Foundation, which is focused on creating white box servers. 

 “Mellanox recently announced a collaboration with IBM to produce a tightly integrated server and storage solutions 

that incorporate our end-to-end FDR 56Gb/s InfiniBand and 10/40 Gigabit Ethernet interconnect solutions with IBM 

POWER CPUs. By combining IBM POWER CPUs with the world’s highest-performance interconnect solution will drive 

data at optimal rates, maximizing performance and efficiency for all types of applications and workloads, as well as 

enable dynamic storage solutions to allow multiple applications to efficiently share data repositories.” 

 “Advances in high-performance applications are enabling analysts, researchers, scientists and engineers to run more 

complex and detailed simulations and analyses in a bid to gather game-changing insights and deliver new products 

to market. This is placing greater demand on existing IT infrastructures, driving a need for instant access to 

resources—compute, storage, and network.” 

 “The combination of IBM processor technologies and Mellanox high-speed interconnect solutions can provide clients 

with an advanced and efficient foundation to achieve their goals.” 

 “The recently formed collaboration between Mellanox and IBM builds on the announcement of the OpenPOWER 

Foundation, in which IBM, NVIDIA, Google, Mellanox, Samsung and Tyan aim to establish an open ecosystem based 

on IBM’s POWER architecture. The OpenPOWER Foundation intends to build advanced server, networking, storage 

and acceleration technology aimed at delivering more choice, control and flexibility to developers of next-generation, 

hyperscale and cloud data centers.” 

 

Feb. 25 post from The Peering Introvert  

One expert compared latency times of various brands’ Ethernet switches and found the Mellanox SX1036 to be the 

fastest of the group. However, he questioned whether these miniscule amounts would make any difference to the typical 

end user. 

 “Latency, low latency, ultra low latency and the rest are relevant terms that indicate how long it takes a switch to 

move traffic through itself.” 

 “Let’s take a look at latency measurements as reported by their vendors for a few Ethernet switches. Note that this is 

not an ‘apples-to-apples’ comparison. These switches have different ASICs, may have different host-facing physical 

ports, and likely first came to market in different years. I have a point, though—bear with me.” 

 “Cisco Nexus 5000—3.2 microseconds” 

 “Cisco Nexus 5500UP—~1.8 microseconds” 

 “Arista 7050S—0.8–1.2 microseconds” 

 “Juniper QFX5100—as low as 0.55 microseconds” 

 “Mellanox SX1036—0.22 (40Gbe)/0.27 microseconds (10GbE)” 

 “These switches all have widely varying latency characteristics, which are market differentiators for them. But I 

believe that latency is only a differentiator to certain market segments. Unless you are building a network where 

nanoseconds count—such as high frequency trading—then the port-to-port latency of one Ethernet switch over 

another just isn’t going to make any appreciable difference in the performance of the applications running across 

your network.” 

 “At the end of the day, it might be fun to argue about microseconds and nanoseconds in the context of your 

switches, but what difference will it make if you have bottlenecks in other places? Consider these elements of your IT 

engine that are far more likely to negatively impact your application performance than Ethernet switching latency.” 

 

May 7 MSP Today article 

In partnership with Jeda Networks, Mellanox has introduced the FCoE Switch Solution, the fastest and most efficient of its 

kind. 

http://www.automatedtrader.net/blogs/mellanox_technologies/149966/mellanox-and-ibm-collaborate-to-provide-leading-data-center--solution-infrastructures
http://www.itjungle.com/tfh/tfh051214-story03.html
http://ethancbanks.com/2014/02/25/the-ethernet-switching-landscape-part-02-finding-meaning-in-latency-measurements/
http://www.cisco.com/c/en/us/products/collateral/switches/nexus-5020-switch/white_paper_c11-462176.html
http://www.cisco.com/c/en/us/products/collateral/switches/nexus-5000-series-switches/guide_c07-673997.html
http://www.aristanetworks.com/media/system/pdf/Datasheets/7050S_Datasheet.pdf
http://www.juniper.net/us/en/local/pdf/datasheets/1000480-en.pdf
http://www.mellanox.com/related-docs/prod_eth_switches/SX1036_Product_Brief.pdf
http://www.msptoday.com/news/2014/05/07/7816090.htm
http://www.jedanetworks.com/
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 “Mellanox Technologies, Ltd., a leading supplier of high-performance, end-to-end interconnect solutions for servers 

and storage systems, and Jeda Networks, the leader in software-defined storage networking (SDSN™), today 

announced the world’s fastest and most efficient Fibre Channel over Ethernet (FCoE) switching solution. Mellanox 

Ethernet switches integrated with Jeda Networks’ Fabric Network Controller™ (FNC™) software deliver a solution that 

is easier to manage and less costly than existing FCoE switch offerings.” 

 “The software defined storage solution separates the Fibre Channel Fabric (FCF) control plane from the data plane, 

supporting high-speed FCoE data flows over lossless Ethernet switches while centralizing the FCF management 

through a highly-available FNC server. Storage traffic flows over 10/40Gb/s links with the lowest latency in the 

industry, and management is simplified and centralized.” 

 “The solution is designed to work with industry-standard converged network adapters and storage arrays that 

support FCoE. Setup and management is up to four times faster and easier than with competing switches.” 

 “Jeda Networks has qualified Mellanox switches with the most popular FCoE converged network adapters (CNAs). 

Jeda and Mellanox are currently qualifying the FCoE solution with multiple storage array vendors. Mellanox expects 

FCoE switches to become generally available in May, 2014.” 

 

 

Intel’s Grantley Server 
These two sources discussed the launch of Intel’s Grantley platform and the potential benefits for Mellanox. 

 

May 19 WFSB article 

Crehan Research found strong growth in the 10 GbE server network, even before the introduction of Intel’s Grantley 

platform. 

 “Following some recent softness, the 10 Gigabit Ethernet (10GbE) server networking market delivered impressive 

results in 1Q14, according to the latest server-class adapter & LOM/controller report from Crehan Research. The 

strong showing was even more noteworthy given that servers based on Intel’s next-generation Grantley platform 

have not yet hit the market.” 

 “‘New server micro-architecture platforms, such as Grantley, tend to drive a positive step-function in demand for 

higher networking speeds,’ said Seamus Crehan, president of Crehan Research. ‘The increased processor 

performance puts greater demands on the network in conjunction with driving a server-upgrade purchase cycle,’ he 

explained. ‘Such stellar results in the seasonally-soft first calendar quarter, even prior to the arrival of Grantley-based 

servers, are positive indicators for the market’s future growth.’” 

 “Record 10GbE shipments which surpassed a 10-million-port annual run rate.” 

 “10GBASE-T shipments exceeded a one-million-port annual run rate.” 

 “One vendor—Intel—shipped over a million 10GbE ports during the quarter.” 

 “40GbE shipments surpassed a 50-thousand-port annual run rate.” 

 

May 8 Best Stocks of 2015 article 

One analyst said Grantley will improve Mellanox’s business, specifically for its Ethernet switches. 

 “The company could see potential upside from the return of hyperscale high performance computing (HPC) buyers 

driven by Intel’s Grantley later next year, more storage market sales required due to flash, and Ethernet switch share 

gain helped by open source Layer 3 software.” 

 

 

 

Additional research by Scott Martin, Diana Hembree and Carolyn Schwaar 
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http://www.wfsb.com/story/25552859/10-gigabit-server-networking-market-surges-even-before-grantley-arrives-reports-crehan-research
http://www.beststocks2015.com/top-warren-buffett-stocks-to-watch-for-2015.html


 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

25 

Mellanox Technologies Ltd. 

offers of the subject companies and may act as principal in connection with such transactions. Craig Gordon, the founder of Blueshift, has an investment in OTA Financial 

Group LP. 

© 2014 Blueshift Research LLC. All rights reserved. This transmission was produced for the exclusive use of Blueshift Research LLC, and may not be reproduced or relied 

upon, in whole or in part, without Blueshift’s written consent. The information herein is not intended to be a complete analysis of every material fact in respect to any 

company or industry discussed. Blueshift Research is a trademark owned by Blueshift Research LLC. 


	Summary of Findings
	Background
	Current Research

	Next Steps
	Silos
	1) Ethernet and InfiniBand End Users
	2) OEMs
	3) IT and Systems Integrators
	4) Industry Specialists

	Secondary Sources
	Ethernet Switches
	Intel’s Grantley Server


