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Microsoft Sees Big Future in the Cloud

Price $309.16 Growth Holding October 22, 2021

e 2nd Jargest company in the world.

e Extensive product offerings, from cloud computing to software, to
hardware.

e Large network of relationships, pulling in diverse clients away from
competitors.

e Leverage economies of scale to implement massive amounts of new
data centers for Azure.

e Regulatory and legislative scrutiny could slow growth and increase
costs.

Investment Thesis

Microsoft (MSFT) is consistently one of the largest companies in the world
and perhaps has some of the widest reach. Microsoft was made famous by
its operating system technologies, which aligned with IBM's original Personal
Computer (PC), which was easily cloned and allowed Microsoft (and Intel) to
take a leadership position in the PC industry. Still, Windows tops the charts
as the most used piece of software globally.

Microsoft has begun to see a renaissance, with more and more money being
put toward moving the company away from operating systems, toward
cloud, consumer, and entertainment products. This has revitalized growth
making MSFT a good choice for capital appreciation in our opinion.

Products and R&D

Microsoft is most famous for the Windows consumer operating system and
its assortment of add-ons such as the Microsoft Office suite. However, it also
maintains a significant presence on the development side of software, now
owning Github and Visual Studio, which is estimated to be the world's most
used program development environment.

Skype has seen a resurgence since the COVID-19 pandemic, and Microsoft
Teams got a boost from the new work from homeworld.

Microsoft has begun to manufacture hardware in recent years after the
failure of the Windows Phone. Most successfully with the Microsoft Surface
series of tablet computers.

é BUILDING BuildingBenjamins.com
\~

BEN] AMINS 973.699.3890



Microsoft shifted away from its consumer product offerings, shutting down
all Microsoft Store locations during the COVID-19 pandemic, and divesting
from store-front retail operations. Instead, Microsoft has focused on its cloud
businesses that have intense competition with IBM, Google, and Amazon. It
has proven successful, with Microsoft being able to leverage the trust that
many firms have for the operating systems Microsoft has made into a
successful new relationship in the cloud. Cloud computing services have seen
a revenue increase of 34%, driven by Azure's growth of 51%.

Acquisitions
Currently, most money goes toward expanding cloud offerings, with much of
the cash flow generated in 2021 toward capital expenditures.

However, Microsoft maintains a level of investment in up-and-coming
companies and acquiring other companies to bolster their product offerings.
Some famous examples of investment include Apple and Akamai.

Microsoft has purchased several 5G/IoT network firms, and several
entertainment companies. Some of these include AT&T's 5G network cloud,
Zenimax media, LinkedIn, and Github.

Risk

MSFT has recently divested away from consumer retail, and Surface
purchases are down 20% from the pandemic demand surge, likely a sign of
things returning to normalcy.

MSFT has been at the center of previous antitrust probes with only a modest
disruption. While regulatory and legislative scrutiny is likely not as harsh on
Microsoft, Microsoft is in the same category as those currently under
scrutiny.

Quarterly Results and Metrics

Microsoft has seen a 21% increase in revenue year over year, and a 47%
increase in earnings per share year over year, returning 16% more cash to
investors year over year.

They have successfully leveraged trust in Microsoft on an enterprise-level to
siphon away some of the competitor's cloud computing customers toward
Microsoft's Azure service.
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Estimated Next 12 Months EV/EBITDA Price-to-Sales Price-to-Earnings
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins LLC responsible for any actions
that you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Building Benjamins, the website, emails, interviews, social media pages and
other materials are published by Building Benjamins LLC. Investing, and in
particular, stock investing, is risky and may result in losses and sometimes
loss of your entire investment. Stock investing has company-specific
operational risks like demand, competition, legal and regulatory, as well as
broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment that you make, and you
are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton's portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.
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