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The company began life in 2002 as a pioneer of hyperconverged infrastructure, focused on video 
surveillance applications, and later expanding into mainstream IT. Pivot3 continues to grow its video 
surveillance business. In 2018, it and Lenovo announced a plan to jointly sell systems for smart cities.
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Introduction
Pivot3 began life in 2002 as a pioneer of hyperconverged infrastructure (HCI). Initially it focused on 
video surveillance applications, but it later expanded into mainstream IT, and for the last three years 
it has said that around half of its revenue has come from the use of its HCI platform for enterprise 
datacenter workloads. Meanwhile, the company continues to grow its video surveillance business. In 
2018, it and Lenovo announced a plan to jointly sell systems for smart cities.

This year, Pivot3 said it is Lenovo’s lead partner in this field. Pivot3 now claims over 20,000 
deployments of its HCI platforms globally, and says it frequently scores seven-figure deals with very 
large companies, with around 80% of its revenue coming from enterprises that have more than 1,000 
employees, and Fortune 1000 customers. As a private company, it isn’t revealing details of its revenue, 
but from the statements it has made, 451 Research believes its sales are growing beyond 30% per 
year.

451 TAKE

Pivot’s strategy looks to be working out nicely. We estimate it is growing its share of the 
market for HCI systems that are used to host enterprise IT applications, although it still 
has a long way to go to challenge the dominance of Nutanix and VMware in that field. 
Meanwhile, Pivot3 is also benefiting from the growth of the video surveillance market, 
which it is now labeling as IoT. While that labeling is perfectly logical, we’re confident 
that outside of surveillance, Pivot3’s IoT revenue is limited at present, because the IoT 
market is still only nascent. Nevertheless, the company looks to be in a good place to win 
future IoT business, because of its strong presence in surveillance and its smart cities 
partnership with Lenovo. While a strong product is not the only ingredient for IT vendor 
success, we think Pivot3’s purchase of NexGen in 2016 was a important and smart move.

Background
Pivot3 has raised $175m in multiple financing rounds. The company says it is not yet profitable, but is 
funded through planned profitability, with a low cash burn rate. In 2007, the company launched a scale-
out storage system mostly aimed at video surveillance. A year later, it moved into HCI by enabling that 
system to host video surveillance applications. In 2012, Pivot3 began an expansion into enterprise IT 
applications starting with VDI. Four years later, it was claiming that over half of its revenue came from 
non-surveillance applications.

In 2016, Pivot3 bought startup NexGen Storage, a pioneer of hybrid disk-and-flash storage arrays. 
NexGen’s technology was combined with Pivot3’s HCI platform to create the company’s current 
flagship product, the Acuity platform. Pivot3 says the strongest features of Acuity are its ability to host 
mixed applications via its sophisticated QoS controls and real-time tiering that originated at NexGen; 
and its Pivot3, which the company says originated in-line erasure coding, and allows up to 90% 
capacity utilization, but does not suffer the performance overheads of other erasure coding schemes.

Since 2015, Pivot3 has issued frequent statements about revenue growth. Just like other privately held 
companies advertising their growth, those statements have not been consistent in format. However, 
they have painted a picture of strong growth, especially for a company that already has over 20,000 
deployments under its belt. The most recent claims include:
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 � For Q4 2018, revenue up 40% versus Q3 2018

 � For Q1-Q3 2018, revenue up 50% versus the same period in 2017

 � For 2H 2017, revenue up 65% versus the same period in 2017

Deal sizes range widely. The average is growing, in large part because customers are using Pivot3’s 
platform to host mixed applications. The share of revenue from large customers has been growing for 
the last four or five quarters.

The Lenovo alliance dates from 2016, when Pivot3 first certified its software to run on Lenovo servers. 
In 2018, Lenovo and Pivot3 announced at Mobile World Congress a plan to jointly sell systems for 
smart cities, and demonstrated workloads including video surveillance, analytics and mobile device 
tracking. This year, Pivot3 said it is Lenovo’s lead partner in this field. The company says a growing 
number of sales are being generated with Lenovo that are separate from smart cities, and have 
included major deals such as Charleston Airport and Wayland Group (a large cannabis grower in 
Canada).

Mixed applications
Nearly three-quarters of Pivot3’s current deals involve the use of the Acuity platform for multiple 
applications, and on average, these deals are two to three times larger than others, according to 
the company. The applications span enterprise workloads such as databases, VDI, backup and 
ERP, through video ingest and storage, to security applications such as access control, identity 
management and, increasingly, video analytics.

An increasing number of customers are also running surveillance and enterprise applications on the 
same Acuity cluster. A typical example of this includes medium-weight databases running alongside 
video ingestion and management applications for hundreds of cameras. A significant number of those 
implementations are at remote or branch offices (or to use the newer term, the edge).

The most common enterprise applications are databases, with VDI in joint second-place with tier-two 
type applications. Surveillance systems have traditionally been bought by security departments rather 
than IT departments, but Pivot3 says this is changing because of the growing volumes of data and the 
level of analytics involved in surveillance. Another change in buying patterns is that Pivot3’s sales to 
customers are no longer starting with surveillance before expanding into enterprise IT. The company 
now has customers that reversed that sequence, and began by using Acuity for enterprise IT before 
moving on to surveillance workloads.

Smart cities and IoT
When Lenovo and Pivot3 announced their smart cities initiative, Lenovo said 75% of new data is video, 
and that it saw ‘enormous’ market potential for surveillance. Pivot3 platforms increasingly running 
video analytics, or image processing such as license plate and facial recognition, and are being used 
to handle other data, for example, managing traffic lights. Elsewhere, Pivot3 says its platform is being 
used to handle both video and non-video data in oil rigs and coal mines.

The policy-based QoS engine in the Acuity platform is a major strength in analytics, according to 
Pivot3. Unlike video ingestion, some analytics applications are not write-heavy, and the QoS controls 
allow customers to prioritize their service levels to ensure sufficient performance. The increasing use 
of video analytics has also led Pivot3 to incorporate NVIDIA Tesla T4 processors into its platform. 
Describing the latter as a critical component, Pivot3 has become a partner in NVIDIA’s Metropolis 
program. Pivot3 has also deepened its partnerships with video analytics software suppliers such as 
Agent Vi, BriefCam and Milestone.
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Product developments
Over the last year, Acuity has gained features – including FIPS-compliant, policy-based, volume and 
VM-level encryption that allows data owners to have different keys – for multi-tenancy. The encryption 
is handled by Intel’s Xeon offload feature, and imposes less than 5% performance impact, according to 
Pivot3, which says that percentage is far higher in other HCI systems.

The Acuity software platform was also made available in a version that runs in AWS (Acuity Cloud 
Edition,) enabling data migration from on-premises Pivot3 HCI into AWS. Other updates have improved 
availability and density, including a HCI node optimized for video ingest with 336TB in a 2U enclosure. 
Since last year, Pivot3 has been reselling and providing level-one support for CloudEndure’s cloud-
based disaster recovery (DR) and workload migration software. It also has partnerships with Zerto and 
Veeam to provide their backup, DR and cloud mobility products.

Competition
Just as it is for conventional SAN-based storage, there are many suppliers of HCI. The sector is heavily 
dominated by Nutanix and VMware, but other suppliers include Cisco and Hewlett Packard Enterprise. 
Those are the vendors that Pivot3 will encounter most often in enterprise IT. 451 Research does not 
know how well those large suppliers are selling into video surveillance, but clearly they would like to 
take part in the sector.

Last year, Nutanix sold a 600TB HCI system to International Speedway for video surveillance, while 
Dell offers a VMware VSAN-based package for surveillance, and cites an estimate that it is the world’s 
largest supplier of surveillance infrastructure. We suspect this claim by Dell includes the use of its 
servers as platforms for third-party video management software. Pivot3 says the PB-scaling of its HCI 
platform separates it from rival products, and itself claims to be the world’s second largest supplier of 
surveillance infrastructure, excepting Chinese suppliers.New go-to-market packages include Retail-
aaS (per month, per site), UCCaaS (per month, per employee), application aware network with SD-
WAN-aaS and application-aware Retail-aaS. A small-store Retail-aaS offering includes secure internet 
or VPN, Retail Store WAN Edge (secure edge), Retail Store Small LAN Switch (LAN) and dedicated 
VLANs, and store devices (POS, IoT, printers, cameras; Retail Store STD WLAN AP; mobile PoS and 
customer Wi-Fi at $319.71 per month per site). For larger stores, with enhanced routers and switches, 
the price is $1,087.17 per month, per site.

A $400 per month SMB ITIaaS package includes broadband, monitoring, locking enclosure and power 
management; backup over 4G LTE, wireless router/switch, security system server with virtual desktop 
and virtual server and embedded security software. Add-ons include security, unified communications, 
wireless, readers, PC devices, AV and migration/support services. This links to a TenFour datacenter 
at the back end. TenFour believes this is suitable for a small business – store, office, shop, warehouse – 
that requires enterprise-grade internet access, and a variety of segmented networks with a multitude 
of connected device options. It provides one-stop support 24x7x365 from certified engineers.
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SWOT Analysis

S T R E N G T H S
Pivot3 has built a sizeable business that 
straddles video surveillance and enterprise 
applications, and is still growing fast. Its 
product includes distinctive technical 
features such as advanced QoS controls, 
policy-based performance, data protection 
and security, and patented erasure coding. 
The company has become a close partner 
with Lenovo.

W E A K N E S S E S
The Acuity platform currently only supports 
the VMware ESXi hypervisor, and its support 
for containerized applications is based 
on vSphere Integrated Containers, where 
containers are run as virtual machines.

O P P O R T U N I T I E S
Demand for HCI to host enterprise 
applications continues to grow quickly, as 
does the volume of data being collected 
by video surveillance. Video surveillance is 
increasingly being augmented by analytics 
or image recognition. Pivot3’s position in 
video surveillance puts it in a good place to 
pick up IoT business as that sector expands.

T H R E AT S
Major suppliers are eyeing the video 
surveillance market, although we note that 
Pivot3 describes its business there as highly 
defensible, because of the sector’s specialist 
channel and the specialized platform 
requirements.


