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(Applause.) 

QI LU:   Thanks, Peter.

Well, thank you for giving me the opportunity to speak to you this afternoon.  What I will start with is to give you a recap of the journey we have been going through at the Microsoft Online Services division.  Kevin earlier talked about the Bing market share growth.  Since we launched in June 2009, for the past 27-plus months, every month we've been making share gains, chipping away.

What I will focus on is the key drivers behind that share growth, because they are much more important.  They are the long-term foundations for our company's online future.

First, I'll talk about innovations and how we drive product differentiation.  
 
Right out of the gate, we had a different point of view about search.  Search is a means to an end.  We want our product to go substantially beyond just finding information, go all the way to help the user make decisions and complete tasks.  And we focused on delivering a much richer experience.  

If you recall, we were the first mainstream search engine to implement a three-column search result page.  It was a bold move at the time, because that's a new information architecture, can deliver more information flow-throughs than ever tried before in mainstream. 
 
We also have designs that are visually, textually a lot richer, and we've developed deep verticals from travel to health to entertainment.  All these together are adding up to a rich experience — the fundamental design to enable our users to make informed decisions faster.   

Our brand also resonates very well with our customers, particularly as a new generation of search engine.  
 
But our bigger focus, our bigger focus is how we innovate, how we engineer, how we design, how we run operations by building more horsepower towards a future engine of innovation.

That's our organization, and we're focused on building infrastructures, developing talents, building what we call enabling capabilities, predictive analytics, experimentation platforms.  These are like force multipliers that make everybody more productive, giving us greater end-to-end agility.  

But the most important of all is building execution muscles.  Strong consistent planning, diligent feedback groups, all these overall give us greater horsepower, so that we can sustain product differentiation, and even more importantly accelerate the pace of innovation in the space we're in; accelerating the pace of innovation among all the things that we can build for Microsoft is the single most incredible strength, so we’re making real progress on that front. 
 
The second key driver of strategic partnerships, especially our partnership with Yahoo. We've been materializing the benefits of the strategic goals for this partnership, particularly in search quality.  Because when you combine the search tasks together, there's more signals to work with, just like injecting a lot more oxygen and raising the heartbeat of the search platforms, and we're making a lot of progress to benefit some material; our product gets better and better, benefits both companies, and it benefits consumers, because we, the combined traffic up 30 percent, almost 30 percent United States, is now a credible alternative to consumers, to advertisers.  
 
And we're also migrating the Yahoo advertisers in North America, on time.  That's a really, really massive undertaking.  

We had some struggles, because the undertaking is very complex.  We solved some scenarios that are unprecedented scenarios.  We made major improvements to our platform, and we have stabilized.  And we've seen better ROIs for advertisers and better engagement for advertisers.  And we have confidence that we'll be able to unlock the economic opportunities in our ad platforms and deliver RPS lift as we go forward.  

Third is platform capabilities.  These are the horizontal capabilities or assets that we're building that enable us to better develop the future products and the future businesses that are very important.  

Our core are two things.  One is our ad platforms.  And with Yahoo migrations, adCenter today is the world's second largest ad platform.  We're close to a quarter million advertisers, and that's a very, very important base.  They have long-term strategic significance, because that advertising demand is highly expensive.  There's a lot of natural adjacency area to expand into, for example, local mobile commerce.  

So as we build more and more cloud services, as our company, as our industry are marching towards the future of devices and services, advertising is a key part of monetizing those services.  And our ad platform will be a key enabler for Microsoft to build a healthy and powerful advertising business along the journey.  
 
The other platform is even more important.  That's our technology stack.  Start from the datacenters, the networks, the storage, the compute, the management software; all the way up, we deliver bits to our users.  This is extremely important; truly, truly foundational strength that we're making large strides building.  

And one of the best reflections of that strength is search quality.  We've come from a long ways.  We were substantially behind.  But now we have confidence, and we can say our search quality at the baseline is on par with our competitors.  And even more importantly, the pace of improvement, the speed at which we were improving our quality is faster against our competitions.

Now we're absolutely fully aware we still have a lot of gaps to close.  We always want to remain humble, be intensely focused on building strength, but we do have confidence, a high degree of confidence that we'll be very, very competitive in our product quality, and be able to sustain and accelerate the pace of innovation.  That's super, super important for the long term.  

So, if we add these things together, take a recap for the last 27-plus months, we come from a long way.  We started the journey when we were a distant third in a three-way race.  We had less than 7 percent market share.  Now our platform is truly a credible alternative in the United States, and we have a quality product, a good brand.  But much more importantly, we have the horsepower to innovate, and innovate at a very fast pace.  
 
Now, going forward, with the foundation that we have, what's our strategy to win?  How do we compete to win?  To win in search we must break through, break through from where we are.  And to break through we cannot just try to out-Google Google; we must change the game, change the game fundamentally.  

Now, historically, breakthrough game changers are often coupled with deep structural changes.  When the structure of the web starts to change, search can be done very differently.  And this is because search is the consumer gateway for people to discover and access digital experiences living in the cloud.  

And how people search, how search gets done it turns out, is by and large governed by the information structure, the deep structure of the web.  For today's search engine, they analyze the user keywords, try to discern the purpose.  At the same time, the search engine also organizes the web using a keyword index and maps queries to URL.  That's how today's search paradigm works.  

Why that works is because the baseline information structure for today's web is a topical graph.  As we all know, the web is a very vast place; I believe over 250 million top level domain names, trillions of pages.  

What is the structure of the web?  It's the hyperlinks that connect all these pages together.  But what's more salient is what you put in those links.  These are short types of segments called anchor text, that enable search engines to computationally discern the topical abundance of pages and sites.  

These are usually now in phrases for English, and they're the topical labels.  They are the roads and the bridges that enable us to navigate the web, and the keywords are also noun phrases by and large.  These are topical expression of user interests.  

This is the reason why today's search paradigm keyword to URL works.  It works quite well.  

But it can be more; not really, because it can be done much, much better.  Let me give you a quick example that really illustrates the point. 
 
All of us travel.  We all got here, perhaps most of the people, through travel.  And I guess a lot of you will travel by Southwest.  But before you go to the airport, most people will print the boarding pass.  Typically what's the consumer behavior?  You go to the search engine, Bing or Google, you type in Southwest.  Now, what's Southwest?  Southwest is a geographic concept.  It's the name of a group, the name of a region, the name of a university; it can be many, many other things.  The search engine has no idea what you're trying to do.  It will try to give you anything that relates to southwest.  

But why do all of us not go to a search engine, type in print boarding pass — why?  Because you know you will get garbage.

The road and the bridges of today's web are now in noun phrases, it's topical web.  If you try to get things done using verbs, you can't really navigate.  

But the web is going through rapid iterations.  It's substantially all grouped into a heritage of a corpus of documents.  There's a secular trend, big tidal waves of producing a new structure, structure of the web that enables us to make search a far more compelling experience.  That's the baseline how we can change the game.  
 
There are three tidal waves causing deep structural changes.  First it's social.  As we all know, profiles, activity streams are clearly mainstream now.  In particular, what Facebook has done is rather profound.  Because a profile page is not a normal web page.  
It represents a genuine human being with a real identity, true social bondings or digital representative.  Anytime you share, there's billions of sharing activities, whether it's like button clicks or other activities.  What it does is it creates a digital linkage between the web, the topical graph with a social graph.  

Now, each of those linkages are edges of a new information structure that our future information could flow through to enable us to understand the user interest, building new scenarios to help the user to discover and react.  
 
And we have a partnership with Facebook.  We will have unique opportunities to play a leadership role, to create new scenarios, new experiences.  

Second is geospatial.  Locations and spatial coordinates are becoming new information architectures, starting to connect things together, particularly for the mobile web.  
 
For a mobile phone you often use in a constrained environment typically by one hand.  Today's namespace — the information architecture of the web of domain names, keywords, URL —is just fundamental and natural if you can only use one hand. 
 
But we're human beings living in physical world; we connect with other people, other organizations, products, services in spatial manner.  

That's what's leading to the industry movement of producing a digital copy of the planet, so that every location is digitally represented.  And we can use new consumer surface areas such as Map View.  In the end, we're now modeling our cell phones, check-in buttons, using those to discover, discover interesting services, and those are useful contexts; particularly, location context has huge predictive powers, knowing where you are; often you can have a high degree of confidence to predict what may matter to you.  
 
So this is another information architecture, information structure that's shaping up.  

Third is apps. We call it the app-lification of the web.  Particularly apps on smartphones have become mainstream.  These services tend to have their sites, but they're often better scoped, better oriented towards specific tasks.  The usages are more engaging for users.  It allows us to computationally understand tasks.  And when we have millions of apps on different form factors, on phones, on tablets, on TVs, there's opportunities to create new information structures that fundamentally enable people to get more things done, and we at Microsoft Bing, other Microsoft assets, have tremendous opportunity to take a leadership role. 
 
But adding all these together, the social economic forces are rapidly pushing the web toward a full-blown digital society with every human being, every location, every product, every organization, every concept; they're all digital representatives, including the relationships.  When we're using smart devices to access, interact the web, it enables everything, anything, to be done.  The web becomes a place we can get anything, everything done.  

But it needs to be organized differently.  Today's keyword index, keywords to URL, are too limiting.  We need to organize differently to unlock the full potential.  

That's our vision.  Our vision is to reorganize the web, to fundamentally make Bing a next-generation cloud gateway, to fundamentally enable, enrich, assist any human activities. 
 
To realize that, we need to build new fundamental computation capabilities, start with computation to understand user intent — the purpose of human being, going way beyond analyzing keywords — enable any user to naturally express them, express themselves using human language, for example, written language, text, spoken language, voice utterance, body language with gestures.  So, you can think about, these are the computation intelligence that we develop that deeply understand human interactions.  
 
On the other hand, we'll build computational fabrics in the models to fully understand, capture the worlds of information knowledge -- not just the sites, the topics of those pages, the order entities, people, places, things, and the relationships.

With a combination of the world of digital knowledge and the computational intelligence about user intent, we will be able to deliver a next generation of ad platforms, next generation of Bing platforms and leading towards the future of task completion experiences.

And this will be a multiyear quest, and our focus, our focus is solving deep human needs, and at the same time delivering very, very compelling experiences.

Deep human needs and competitive experience is at the center of our quest.  And we use the foundations that describe us, the technologies, the innovations; those are our starting points.  But we also have unique assets that we can work with.  We have the strategic partnerships, Yahoo, Nokia, and Facebook, in particular, because with Facebook and Bing we have two organizations that are deeply motivated to innovate, particularly innovate in a way to disrupt the incumbent.  
 
We have plans to take full advantage of the combination of the social graph and the web topical graph to deliver concrete user values.  

Even more importantly, we have other Microsoft products that we can use, we can work with to deliver our visions, the scenarios.  For example, on Windows Phone, if you have a “Mango” phone, you can search, discover information in a variety of different ways, using voice, using camera, using location, and I believe later today you will see a demo about Bing on Xbox, and you can think about it as the very first step on how the Bing intelligence can deliver values for the future of TV to deliver on experiences.  
 
And those new scenarios can also be found in other Microsoft products, from cloud services such as Azure all the way to Skype, pending regulatory approval, of course.  
 
But there's compelling opportunities for better monetization in the new consumer scenarios, and all those scenarios added together will define what the future of search is.  
 
And along the way our ad engine will become an increasingly more powerful economic engine to capture more value from Microsoft and for our partners.  And that's how we break through in search, and that's how we'll create value for Microsoft.  

So let me close.  I really appreciate the opportunity this afternoon to share our thoughts, and how we think about businesses, and how we think about the future.  We are genuinely excited at the opportunity ahead of us.  We have deep faith that we'll compete and thrive; we can create real value for Microsoft, but even more importantly we will be able to create enduring strength that's truly fundamental to the long-term future of our company.

Thank you all very much.   (Applause.)

So, let me introduce the next speaker, the president of our Server and Tools division, Satya Nadella.  Let me just speak a few words before Satya comes onboard, because I had the distinct honor of working with Satya for many years, and all the things I've talked about, Bing, the forward progress — Satya's leadership and Satya's drive is absolutely instrumental for everything we have accomplished.  I think we at Microsoft are really blessed that we have strong leaders who can deliver such outstanding results and are able to step up, taking on even bigger missions.

So, without further ado, let's welcome Satya.

(Applause.)
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