ANNUAL RATES Past

Past Est'd '15-'17

of change (persh) 10 Yrs. 5Yrs. 10 '20-'22
Revenues 10.0% 8.0% 9.5%
“Cash Flow” 10.5% 55% 11.5%
Earnings 85%  25% 12.0%
Dividends 15.0% 16.5% 12.0%
Book Value 9.5% 7.5% 7.5%
F\i(scal QUARTERLY REVENUES ($ mill.) A FFU” |
Eral [Sep.30 Dec.3l Mar3l Jun.30| vear
2015 |23201 26470 21729 22180 | 93580
2016 |21660 25506 22156 22642 | 91964
2017 |22334 26066 23557 24700 | 96657
2018 |24538 28918 26819 29150 (109425
2019 |27500 33000 30000 31500 (122000
F\}Sca' EARNINGS PER SHARE AB FF.U” |
Erar 1Sep.30 Dec.31 Mar31 Jun.30| ~yead
2015 .65 a7 .62 .62 2.65
2016 .70 a7 .63 .69 2.79
2017 .76 .83 73 75 3.08
2018 .84 .96 95 107 3.82
2019 92 1.00 98 110 4,00
Cal- QUARTERLY DIVIDENDS PAID E= Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2014 .28 .28 31 31 118
2015 31 31 31 .36 129
2016 .36 .36 .39 .39 1.50
2017 .39 .39 42 42 1.62
2018 A2

performance for the March period.
The healthy demand for its cloud-based
products and services was again in evi-
dence in the Productivity and Business
Processes and Intelligent Cloud segments.
This, combined with a respectable showing
from Windows 10 and a good holiday sea-
son in Gaming, pushed revenues and earn-
ings well ahead of our targets.

We have made adjustments to our es-
timates for fiscal 2018 and present our
initial take for fiscal 2019. (Years end
June 30th.) The strength Microsoft has ex-
hibited in the cloud arena suggests that
our previous targets for the June quarter
were too low. We now estimate revenue
and earnings of $29.15 billion and $1.07 a
share, compared to the eariler $27.5 billion
and $0.98. Next year, the combination of
continued rapid adoption of cloud-based
computing and services and the company’s
successful strategy to address this demand
should keep revenue advancing at a
double-digit pace in both the Productivity
and Business Processes and Intelligent
Cloud segments. Meanwhile, although
gross margins in  Microsoft's cloud
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265| 300 339| 372| 440| 545 660| 65| 721 | 835| 880 | 934 | 1054 | 11.66 | 11.78 | 1254 | 1430 | 16.15 |Revenues per shA 20.75
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07 .08 10 .08 16 24 35 35 23 .28 28 51 67 J41 107| 105| 140| 1.50 |Cap'l Spending per sh 1.50
487 | 569| 689 449| 399| 332| 397 444| 533| 68| 792| 948 | 1090 | 998 | 922 | 939| 1070 | 11.75 |Book Value per sh P 14.75
10718 | 10718 | 10862 | 10710 | 10062 | 9380.0 | 9151.0 | 8908.0 | 8668.0 | 8376.0 | 8381.0 | 8328.0 | 8239.0 | 8027.0 | 7808.0 | 7708.0 | 7650 | 7550 |Common Shs Outst'g © 7200
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- 3% | 6%| 12% | 13% | 14% | 14% | 24% | 19% | 25% | 2.8% | 3.0% | 3.0% | 27% | 2.9% | 25% | °U"P'S|Avg Ann'l Divid Yield 2.3%
CAPITAL STRUCTURE as of 3/31/18 . 60420 | 58437 | 62484 | 69943 | 73723 | 77811 | 86833 | 93580 | 91964 | 96657 |109425 | 122000 |Revenues ($mill) A 150000
Total Debt $77157 mill. Duein 5 Yrs $22300 mill. | 40.6% | 39.2% | 42.9% | 42.8% | 41.9% | 40.3% | 38.0% | 36.5% | 37.6% | 39.4% | 41.0% | 41.0% |Operating Margin 42.0%
LT Debt $73480 mill. LT Interest ?fg;oso'plc"ép’n 2056.0 | 2562.0 | 2673.0 | 27660 | 2967.0 | 37550 | 5212.0 | 5957.0 | 6622.0 | 8778.0 | 10450 | 11500 | Depreciation ($mil) 12500
Leases, Uncapitalized $572.0 mill 17681 | 14569 | 18760 | 23150 | 23171 | 22453 | 22074 | 21885 | 22329 | 24084 | 29850 | 30500 |Net Profit ($mill) 40800
25.8% | 26.5% | 25.0% | 17.5% | 18.6% | 19.6% | 20.7% | 23.3% | 18.8% | 20.2% | 16.5% | 20.0% |Income Tax Rate 20.0%
No defined benefit pension plan 29.3% | 24.9% | 30.0% | 33.1% | 31.4% | 28.9% | 25.4% | 234% | 24.3% | 24.9% | 27.3% | 25.0% |Net Profit Margin 21.2%
Pfd Stock None 13356 | 22246 | 29529 | 46144 | 52396 | 64049 | 68621 | 74854 | 80303 | 95324 100000 | 110000 |Working Cap’l ($mill) 125000
Common Stock 7 683.197 503 shs -- | 3746.0 | 4939.0 | 11921 | 10713 | 12601 | 20645 | 27808 | 40783 | 76073 | 75000 | 75000 Long-Term Debt ($mill) | 75000
as of 4/20/18 e ' 36286 | 39558 | 46175 | 57083 | 66363 | 78944 | 89784 | 80083 | 71997 | 72394 | 82000 | 88775 |Shr. Equity ($mill) P 107000
48.7% | 33.6% | 36.8% | 33.8% | 30.3% | 24.7% | 20.3% | 20.6% | 20.3% | 17.0% | 19.5% | 19.5% |Return on Total Cap'l 23.0%
MARKET CAP: $730 billion (Large Cap) 48.7% | 36.8% | 40.6% | 40.6% | 34.9% | 28.4% | 24.6% | 27.3% | 31.0% | 33.3% | 36.5% | 34.5% |Return on Shr. Equity 38.0%
CURRENT POSITION 2016 2017 3/31/18 | 37.7% | 255% | 30.7% | 31.5% | 25.3% | 19.0% | 14.7% | 15.0% | 15.7% | 16.9% | 20.5% | 19.0% [Retained to Com Eq 19.5%
SMILL. 0 0 0 0 0 0 0 0 0 0 0 0 iV’ 0
Cas(h'Ass)ets 113240 132981 132270 23% | 31% | 24% | 22% | 28% | 33% | 40% | 45% 49% | 49% | 43% | 45% |All Div'ds to Net Prof 49%
Receivables 18277 19792 17208 | BUSINESS: Microsoft Corp. is the largest independent maker of puting, 40%. R&D, 13.5% of 2017 revenues. Employed 124,000 at
Ion;/heenrtory (Avg Cst) %gg% iég% %83‘7‘ software. It develops and sells software products for a wide range  6/30/17. Stock owners: William H. Gates, 1.3%;, other offs. & dirs.,
of computing environments in consumer and enterprise markets. 0.2%; The Vanguard Group, 6.8%; BlackRock, Inc., 6.0%; (10/17
Current Assets 139660 159851 156659 . . . . .
Accts Payable 6898 7390 7623 Hardware products include the _Xb(_)x video game cons_ol_e and Sur- proxy)_. Chrmn: John W. T_hompson. CEO: Satya Nadella_. Inc.:
Debt Due 12904 10121 3677 | face tablet. Revenue sources in fiscal 2017: Productivity & Busi- Washington. Addr.. One Microsoft Way, Redmond, Washington
Unearned Revenue 27468 34201 21370 | ness Processes, 32%; Intelligent Cloud, 28%; More Personal Com-  98052-6399. Tel.: 425-882-8080. Internet: www.microsoft.com.
Other 12087 12914 13463 " " " " " " "
Current Liab. To9357 64527 46133 | Microsoft turned in a good financial businesses are likely to continue bene-

fiting from scale economies, we are not
looking for the kind of improvement that
is likely to be recorded this year. In addi-
tion, operating expenses and capital
spending seem set to increase next year, in
support of growth in the cloud. Adding it
up, though, a respectable financial per-
formance appears to be in the cards.

What about Microsoft stock? The ride
has been a litle bumpy so far this year, but
these high-quality shares continue to find
favor with investors. The company’s prop-
sects in the cloud arena, which should con-
tinue resulting in good revenue and earn-
ings growth next year (and beyond), sug-
gest that the market support is warranted.
In addition, a growing dividend payout
and an active stock-buyback program are
generally seen as being shareholder
friendly. At this juncture, though, those
subscribers considering making new com-
mitments to MSFT stock will have to pay
a premium at its recent valuation, sug-
gesting a degree of care be taken. That
said, if these shares are already owned, we
would continue to hold on to them.

(A) Fiscal year ends June 30th.

(B) Diluted earnings. Quarters may not add to | ings report late July. (C) In mill., adjusted for | Sept., and Dec. =Dividend reinvestment plan
stock split. (D) Includes intangibles. In 2017: | available. Special dividend of $3.00 a share
$35.1 hillion, $4.55 a share.

total. Excl. nonrec. items: '02, d23¢; '03, d5¢;

'04, d29¢; '05, d4¢; '12, d72¢; '13, d7¢;
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'15, d$1.17; '16, d70¢; '17, d37¢. Next earn- | (E) Dividends historically paid in March, June,

paid December 2, 2004.
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