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PETER KLEIN:  Thanks, Kevin.

And thanks very much everyone for joining us today.  This is a very exciting week, and we really appreciate the time that you're spending with us today.

I want to start with our approach to creating sustained value, which is really quite simple.  We participate in large growing markets with the underlying trend for driving continued growth into the future.  We build and bring to market a great set of products that work together to deliver a differentiated value proposition, which enables us to gain share in those growing markets.  And, as a result, we deliver strong financial results.  A very simple model, and I wanted to frame the day with how we approach creating value.

And what I want to do today is be a bridge, if you will, from some of the momentum that you heard Bill and Kevin talk about to our future opportunities.  I'm going to focus on some of the macro and secular trends that really excite us, and drive growth really in the top bar you see there, the large markets that are growing.

You'll hear from Qi, and Satya, and Steve, and they'll tell you more about some of the specific things that we're doing in our businesses and our products, and our services, which take advantage of those opportunities.

Again, the themes that Bill highlighted are the right themes, not only because it's the themes of the conversations we have during the year on the questions that you've asked us, but also reflects our vision, and our strategy.  If you think about what we do at the highest level, we're delivering a set of experiences to customers whether they're at home, at work or on the go across multiple devices.

You can see that reflected in the themes that we have here today, whether it's the work we're doing on devices with Windows, PCs and tablets and phones or in the living room with Xbox and Kinect.

Some of the business products and services that we have with Office and Windows Server and Azure or some of the consumer services that we have with Bing and also Dynamics, business applications, and these businesses and these themes represent huge opportunities.

Today that's estimated to be about $300 billion, which is a great opportunity.  But what's more interesting, and more exciting, is that there's a set of underlying trends that are really driving enhanced growth into the future.  Our estimates are that over the next five years we'll see a doubling of those market opportunities to nearly $600 billion.  I want to talk about some of those underlying trends.

One, device proliferation.  As people get more and more experiences with more and more types of devices, particularly mobile and connected devices, that creates a huge opportunity.  And, as I said, what company that's in the business of developing experiences across multiple devices and has a track record for delivering track experiences across those devices wouldn't love and treasure that opportunity.  And that's something that you see the excitement building this week with what that opportunity means going forward.

Certainly the cloud is obviously a transformational trend.  Some observers have likened it to the transition from the mainframe to client server architecture.  No matter how you characterize it, it's clearly transformational, clearly driving incredible opportunity and we'll talk more about that.

The transition of advertising from offline to online continues unabated, and that's a huge market that will continue to grow as we head into the future.  And that's an opportunity that not many people are well-positioned to take advantage of, and we're one of them, and that's a great opportunity for us.

Data, the result of many of these trends, and you've heard some people talk about it already and you'll hear more, is the explosion in the amount of data.  Data that needs to be managed; data that needs to be analyzed; data that needs to be secure; data that needs to be stored; it's an incredible opportunity and reflects the trends that we're seeing across the board, and really drives some of the growth that you're seeing here.

In gaming and entertainment, the trend away from just a siloed console experience to a social, connected experience, an interactive experience, which drives opportunities in the gaming and entertainment business.

One final trend, which is more macroeconomic in nature, is the disproportionate growth expected to be seen in emerging markets, which is incredibly exciting across all of these trends really as we're going to see new middle-class segments growing in different geographies across the world.  Given our global scale and reach, that's an enormous opportunity for us.  So we're incredibly excited about the underlying trends that are driving the growth that we see in the market opportunities.

I wanted to click down a little bit in each of the theme areas to give a little bit more color on that, and to give you some more detail on the numbers.  You can see the trends that are expected in PC and tablet devices over the next five years.  And there are a few things that are driving that.

Obviously I talked about device proliferation and new form factors.  Broadening the kinds of experiences that people get, broadens the addressable market and the things that people can do.  If you think about different screen sizes, if you think about different chip architectures, if you think about different UIs, just a vast array of things people are going to do and that's a huge opportunity.

I talked about emerging markets.  Where you see the economic growth in emerging markets initially manifest itself will be in devices, and that will continue to grow.  And certainly for us, the secular trend that's a big opportunity for us and has been is our opportunity to reduce piracy.  It's something that is a long-term initiative, something we've been working on, and will continue to work on.  And our progress is good.  We made progress in increasing our attach to PC shipments this year and we'll continue to do that.

So, if you look at the market opportunity there, if you think about some of the things we started to talk about this week, that opportunity for us is pretty huge over the next five years.

Similarly with phone and related somewhat to the growth in emerging markets, the increased diversity in form factors, and the experiences we get, and particularly price points as the ecosystem evolves to deliver smartphones to people that today are buying feature phones, predominantly in emerging markets, is a great opportunity.

The other secular trend and issue in the phone business is the importance of partnerships and ecosystems.  We're working very closely with a variety of OEMs to deliver the kind of diversity that you need to grow this market; certainly working with the operators.  We're very focused on creating great relationships across the ecosystem, and very excited about the opportunity with Windows Phone.  And you can see that market will continue to explode over the next five years.  So the opportunity is really huge for us.

In Office years ago, we actually envisioned a broader opportunity than most people saw in just documents and spreadsheets, and that had to do with the kind of communication and collaboration infrastructure you get with Exchange, SharePoint, and Lync.  And as Kevin talked about, that's been a key driver of our growth over the years.

What's really exciting is that opportunity has never been greater, and you can see that reflected in some of the market projections going forward.  That middle section of productivity server represents the opportunity that we continue to see in things like SharePoint, and Exchange, and Lync and you'll hear more about that.  But that is an incredible opportunity going forward.

Similarly with Office and Dynamics coming together, helps us address the business applications opportunity.  The familiarity you get with Office interfaces, and Dynamic CRM and ERP products is really powerful, and really drives a great opportunity in business applications.

We talked about device proliferation and the importance of delivering a set of experiences across multiple devices.  Well, of course, one of the most important experiences you want across devices is the productivity applications you get with Office.  So, we're very focused on delivering great experiences across a multitude of devices, which enhances not only the Office business but also the value proposition for a device.

And, of course, last but not least is the cloud opportunity with Office 365.  Last year when we were together I spent a lot of time talking about the opportunity for Office 365 in addressing a whole new set of customers that today don't have the capabilities that we have with SharePoint, and Exchange, and Lync.  And you'll hear more about that.

The one point I did want to highlight today is not just addressable market, but it's the ability to deliver the latest versions of our innovation to customers on a regular basis, so they're always using the best technology that we have, and so they perceive and understand the innovation and take advantage of those capabilities.  That will increase satisfaction, it will increase our retention of customers.  And it's really very powerful, and something I talked to customers all the time about.

In business infrastructure businesses are investing in new scenarios and new ways to cloud optimize their applications.  They are investing in compute power, both physical and virtual.  Kevin showed you some of the numbers for virtualization.  And that's a great opportunity today, but not only today because as people build and optimize for the cloud this becomes a bridge from the private cloud to the public cloud, which is really where the long-term opportunity is.  So that's a great opportunity, which Satya will talk more about.

I talked about the explosion of data, and the opportunity that brings to us for our data platform, and in particular to monetize that opportunity through premium versions of the SQL Server Database Platform.  And, of course, the public cloud, the massive transformation, the massive economics that you get, both at a macro and micro level by firm.  That will be super-compelling for customers and obviously drive the transformation that we talked about.

Of course, it's always helpful to have sort of iconic applications which help drive the adoption of any platform, and we're really excited about Office 365 and some of the things we're doing with Dynamics on Windows Azure to drive the virtuous cycle of applications and platforms.

And, of course, the ability to transition seamlessly from the private cloud to the public cloud with a common set of management and identity tools is incredibly powerful as we look to become a leader in the public cloud opportunity.  And if you look at the market opportunity, both for on premise and cloud, it's pretty phenomenal.  It's why Server and Tools Business has been growing double digits, and it's why the opportunity today is greater than it's ever been.

Our opportunity and our mission in online advertising is very clear.  As I said, the transition to online for advertising continues, and we have two things we need to do from a financial perspective:  Continue to grow our share, which we've been doing very successfully and continuously for the last few years; and continue to improve our monetization, so we can improve the profitability profile of that business.  As I mentioned, there are very few companies addressing this incredibly huge market that's growing rapidly for the next five years.  And if we do the things that we need to do, we'll be able to take advantage of that opportunity.

In gaming, you can see the different pieces of the market there, whether it's the consoles, the software that goes on top of the consoles in terms of the games, and most importantly that top bar, which is that trend I talked about of interactive and social entertainment, that's a huge driver of growth in this market and it's something we feel very good about as we've really started to take share over the last year with the Xbox console.  And then we can take advantage of that install base by delivering a compelling set of interactive software and services and entertainment on top of that.  That's key to what we're doing there, and you can see the rapid growth in the market opportunity there.

So, across all of our businesses, double-digit growth opportunities in the market; doubling our total addressable market opportunity over the next five years; really compelling and really exciting for us.  And now the question is:  How do we take advantage of those opportunities?

And we have a very balanced approach to how we allocate our capital.  One, we invest for growth.  I showed you our framework and our approach for how we think about driving value, right.  We want to address big markets; we want to build great products so we can gain share in those markets; and deliver financial results.  And we consider all of those things as we look to invest for growth, whether that's organic investment, or whether that's investment in partnership, which can accelerate what we're doing, or sometimes in M&A, like we're doing with the proposed Skype acquisition.

At the same time as we're investing for growth, we return value to shareholders.  It's an important part of thing we do.  Bill gave you the statistics on that, and it's been a very consistent track record that we've had over the years.

And finally, our balance sheet is a strategic asset.  And we have a triple-A rating, which we're very proud of, and having the strength of our balance sheet gives us the flexibility, the agility to make sure we're investing for future opportunities in a way that really drives long-term value.  So, we've had a very consistent, thoughtful, balanced approach to allocation of capital over time with a sharp focus on the approach to creating value that we have.

How does that manifest itself in the results?  And you see some of these numbers, but I just want to make a couple of points about this.  Obviously, we've been able to more than double our earnings per share over the last five years and, while growing revenue double digits, growing our operating income even faster.  So, if you think about our balanced approach to allocating capital, we've been investing and positioning ourselves in the markets that I just shared with you where that opportunity is, and at the same time delivering margin expansion and double-digit revenue growth.

Now, going forward, we feel even more excited about our ability to generate revenue growth and operating profit growth.  The question I get a lot from many of you in the room is what does that mean for operating margin percentage?  And while I'm 100 percent confident in our ability to generate operating profit, there are several unknown factors, which will impact operating margins going forward.  One will be market share, and we feel really well-positioned, but the most leveraged thing you have in terms of driving operating margin percentage is your top-line revenue growth.  And the more we're able to take advantage of the market opportunities that I just shared with you, the more impact that will have on margin percentage.

Cloud scale, the most transformational things we're doing.  How fast that gets adopted, we're just at the early stages.  It will impact our margin percentages; not only in the mix but also in how quickly we scale the economics.  The faster that the cloud is adopted, the more quickly we'll go up to the economies of scale curve and really generate great margins on the cloud.

And, finally, from all-up perspective, it's just a function of mix as we've talked about; how much of our revenue is coming from hardware, how much is coming from services, how much is coming from software.  But if we do the things that we're set up to do in the market, opportunities that we have, and the products that we're bringing to market, we'll have a highly leveraged result.

So, with that, I want to close again with our approach to really creating sustained value.  Hopefully I've shared with you some of the excitement we see, and the market opportunities we're addressing, the trends that are driving accelerated growth in what we're doing.

[bookmark: _GoBack]And, with that, I'm excited to turn over to Qi Lu, the president of our Online Services Division, to share with you what's going on with Bing.

Thank you very much for your time.  (Applause.)
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