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SATYA NADELLA:  (Applause.)  Thank you.  Good afternoon, it's a great pleasure to talk about our back-end platform, our server and cloud platform with you.  

I have three specific things that I want to chat about:  The health of the business, the structural position we have with our server and cloud business and tools today, and how that is super-relevant going forward.  And then lastly, how are we using that structured position to even innovate going forward in terms of the changes that are happening in the industry and really capitalizing on those changes in a secular way to change our position to a greater strength.  

If you look at our business today, it's in great shape.  Last year, we had $17 billion of top- line revenue.  Our five-year CAGR in this business has been 10 percent.  The operating margins during the period have continued to improve; in fact, last year they were 39 percent.  

All of those financial results, at the end of the day, are driven by great products that our customers like.  So, just ground ourselves on some of that.  When it comes to our private cloud, our primary offerings are Windows Server and System Center.  And even today when you look at the Intel server, general purpose run rate, 75 percent of those Intel servers land on Windows operations systems.  That's a fantastic structural position for us to have, and it's just gotten stronger even in the last 12, 18 months.  

System Center is growing in great shape.  It's over 20 percent growth.  But as you'll see, and I'll talk more about it. The attach to datacenter machines of System Center is going through a phenomenal growth period.  

[bookmark: _GoBack]The data platform, we have always been user share leaders, we have with SQL Server the most widely used database, in spite of tough competition.  We have over close to 50 percent deployment of SQL Server.  We're continuing to make headway in terms of tier-one workloads, and it shows up in the premium server mix of SQL.  So, we have growth of 20 percent in SQL Server Premium.  

And in the public cloud, we're in the early stages, we have tens of thousands of customers who are now beginning to use Windows Azure.  

So, I want to talk about each one of these.  But before I do that, I want to talk about our go-forward mission.  Our mission, simply put, is to cloud optimize every business.  And to do that, we want to build a deep and broad platform across public and private cloud.  

In the private cloud, we will have a very cloud-optimized operating system, Windows Server, and today we talked about Windows Server 8, which is the next-generation operating system, and System Center, to help you manage the infrastructure and applications.  

When it comes to the public cloud, we will have Windows Azure, which is a comprehensive service across both compute, storage, network capabilities and higher-level services like relational databases.  

But it's just not the fact that we have a deep and broad platform across public and private, it's the commonalities that bring together the realities of hybrid IT, because every customer's reality is that they are going to have multiple datacenters.  Inside the private cloud, inside the public cloud, they will use service providers, and you're going to live in this world of hybrid IT for all time to come.  And you really need a distributed computing fabric that brings things together on behalf of the IT person in the enterprise as well as the developers writing applications.  And these commonalities of identity, virtualization, management, and application development is what makes our platform very unique.  

And it's not just the fact that we have a deep and broad platform, it's the workloads that reinforce our platform.  We have the best workloads on the private cloud, everything from SharePoint to Exchange to Lync to Dynamics CRM.  We have a fantastic portfolio of workloads that are reinforcing our platform with System Center and Windows Server.  

But even on the public cloud now with Office 365, Dynamics CRM, our consumer properties like Bing, Xbox Live, Windows Live, we have a great virtuous cycle of driving feedback and extensibilities into Windows Azure.  

So, that is our strategy.  So, let's take a look at each of the constituent parts.  In private cloud, our business, again, is healthy.  The server growth is 2 percent.  This is the physical server growth of 2 percent.  We have a growth rate of Windows Server bookings of 5 percent.  And the reason why we outgrow the server growth is because we participate.  Our business model allows us to participate not just on the physical server growth, but as well as the virtual server growth.  

And it shows up in the last number, which is the 20-person plus in the premium edition of Windows Server, as well as our management attach.  In fact, one of the things that we took a decision was to really not penalize customers because of improvement of Moore's Law.  We have had very competitive pricing for unlimited virtualization rights, and with that in place, being a disruptor on price, we see significant growth to our server business.  

One of the most fascinating facts which is little known is the fact that System Center, which is our management software, comes close to 50 percent of the datacenter machines which are Windows machines are managed by System Center.  That, we think, is a very big structural advantage and a structural position for us as we move forward, because app management is key.  

Talking about our differentiation, the approach we took to virtualization was to start with app first.  The fact that today we talked about the unveiling of Windows Server 8, which is the next major release of Windows Server with great features when it comes to virtualization across storage, networking and compute.  We still believe the fact that managing of applications is what is front and center to the IT enterprise.  And so that's where we are going to stay ahead and stay focused on that value proposition and differentiation that we have today.  

On top of that, we're going to make sure that our server workloads in the private cloud, so this is SharePoint, Exchange, are performing best on our private cloud infrastructure.  So, that, in a nutshell, captures why we're uniquely different when it comes to both building of private clouds and supporting high-scale virtualization.  

To give you a feel for some of the customer momentum, Target has deployed all Windows Servers and one of the things that they're doing is taking SQL Server and consolidation SQL Server across their 2,000 stores and really operating over 15,000 VMs on top of Windows Server to support their application scenario.  So, that's a real tier-one virtualization scenario that we have on our platform.  

Similarly, HSBC, it's a VDI scenario.  They have 300,000 employees, 100,000 desktops, they're going to have remote desktop and VDI capability that's all going to be built on Windows Server.  So, great testament to the progress we have made already, and obviously with Windows Server 8 and System Center 2012, which are the two products in the pipeline, we're going to move the ball forward.  

On the data platform, the story is very symmetric.  The market itself is growing because of the explosion of data.  There is 40 percent growth in just raw data, human-generated, machine-generated data that's being collected.  

The database market is growing at around 8 percent.  We're growing at 10 percent, and a lot of that is because of the strength we have in BI, where we are growing more than 2X to market.  

And our strategy is simply to make sure that we keep improving our core product when it comes to high availability.  Kevin talked about the fact that our next release of SQL Server has great high-availability features, great TCO.  But the uniqueness of our approach is BI.  

One of the patterns that we are finding really across all of the enterprises is this notion of having end-user tools in Office, especially Excel with PowerPivot, connecting to SharePoint, and SharePoint, in turn, connecting to SQL data warehouses.  Because, at the end of the day, when you have lots and lots of data, the power of the data is only translated into insight if you can get it out to the edges.  So, this pattern of taking all of the rich data you have and making sure that it's available on the edges of the enterprise is a secular trend, and we are leading that wave and capitalizing on that wave.  

We will also continue to make, as I said, great progress when it comes to mission-critical readiness in the next release of our SQL Server code-named “Denali.”  The symmetry we have between SQL Azure and SQL is another great advantage for us both with enterprise ISVs who have already made bets on SQL Server who can basically take their application now and run it in the cloud.  But more importantly, for us, we will be the guys who will build the first tier-one, cloud-ready database that's truly multitenant, with SQL Azure.  

And we have great examples today of all of this differentiation.  For example, Chevron is a classic case of that pattern I talked about, which is a BI pattern that's emerging where you have end-user tools in Office, you have SharePoint for sharing of data, and then you have SQL data warehouses.  

Payclick, which is an application built by Visa, is a mission-critical application, is a payment service that they built for micropayments built completely on SQL Server.  SoftBank, in fact, SoftBank mobile, which was a spinoff from Vodafone used the GIS capabilities, the geo-spatial indexing capabilities in SQL Server to build out a 3-billion-record database on top of SQL Server.  So, that's some customer momentum when it comes to the data side.  

When it comes to the public cloud, we have two great virtuous cycles at work.  The first one is that commonality that I said is central to our hybrid IT strategy, and the strategy around cloud-optimizing businesses.  The fact that you have Windows Server that can be naturally extended by Windows Azure, and Windows Azure that can be naturally extended by Windows Server gives customers a unique way to have a distributed computing fabric that spans pubic and private, and that's something that we are starting to see a lot of momentum from.  

On the public cloud, we now have great first-party services.  Every 25 seconds, there's a new customer being added to Office 365.  Two out of three customers being added to Dynamics CRM are being added to Dynamics CRM Online.  The extensibility for these products is going to be through Azure.  There are going to be applications that developers will build to get at the data in CRM, get at the data in SharePoint, and really extend the capabilities of these services.  So, we see a fantastic cycle of innovation from us and our third parties because of what's happening in Azure in combination with these services.  

So, the common technologies across Active Directory or identity, management, virtualization, and application platform as well as the first-party public cloud services and Office 365, Dynamics CRM, are really the key differentiators for us.  

One of the things that we have done is to focus Windows Azure on the enterprise customer.  When you think about what is the core focus, the customer segment focus for Windows Azure, it is front and center focused on enterprise ISVs and enterprise customers.  And, therefore, we have really built the rich set of tools, the rich set of services with that focus in mind.  And you see that paying off.  

To give you a couple of examples.  EasyJet is a budget airline out of Europe.  They have an application that they built which is a connected device application.  They wanted to untether their agents from the terminals in the airport to both save money as well as improve their service.  

That application that is built on devices connects to a Windows Azure service.  And Windows Azure, in turn, connects to line-of-business applications that are in the private cloud inside of easyJet's datacenter.  

Terminals is an enterprise ISV that moved from Oracle to SQL Server.  They're in fin serve, they have a financial -- they have a banking software.  They took that software and ported it to SQL Azure because it's basically the same symmetry between SQL and SQL Azure, so they were able to simply put their application up and inherit all the multitenant capabilities and the elastic scale capabilities of Windows Azure.  And that gave them the ability to take what was a high-end banking software and reach customers in microfinance segments in Latin America.  

So, that's something that we see our ISVs really taking off, because it gives them a fantastic opportunity to move forward to the cloud.  

GCommerce is another ISV that's taken advantage of SQL Azure.  They have always historically had a SQL application, but they're now taking advantage of SQL Azure, not only to make their service available as a public cloud service, but they're also taking advantage of the public cloud for what it's uniquely great at, which is the ability to collaborate around data.  You've always had this historical issue of how do I take my supply chain or distribution network and really make sure that the data model that really all of these folks are collaborating on is available in one place as opposed to you having to punch a bunch of federation holes across a bunch of VPNs.  That's something that GCommerce now enables in the cloud for their trader network and partner network.  

Digital Folio is another interesting example.  It's a startup out of Denver.  They have a commerce application targeting mobile retailers, wireless carriers.  They've taken that application -- they built their application, actually, up on Amazon and AWS first.  And just because of the capabilities of .NET and Visual Studio and the productivity that it brings, they moved over to Azure.  But that was really not the sole motivation.  The big motivation for them was the ability to tap into our enterprise channel and our enterprise sales force and its reach.  So, they were able to work with our enterprise sales force and sell their solution into Lowes and Walmart and a couple of other retailers.  

So, we see that because of the presence we have with our sales, the presence we have with our channel, and the position we have with our current infrastructure products that a lot of startups are looking at Windows Azure as a way to extend what we have in Windows and reach these customers.  So, that's really how we're approaching our public cloud service.  

So, in conclusion, our strategy is to cloud-optimize every business, we believe, by having this deep and broad platform that spans the public and private cloud, with the commonalities across identity, management, virtualization, and app platform, and the best workloads in both public and private cloud, give us a unique advantage going forward to continue to drive this business into the next decade and more.  

Thank you very much.  And with that, I wanted to welcome Steve Ballmer, our CEO.  (Applause.)  
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