FY 2022-Q4 Quarterly report for Microsoft:  Quarter Ending 6/30/22, End of Fiscal Year Report Filed Aug 5, 2022.       Date: 08-05-22
Janet Lewis
MSFT
Percentage change in Sales from year ago quarter   12.4%.
Percentage change in Earnings per Share from year ago quarter 2.8%
Is company meeting our target sales & earnings estimates?  YES (Greater than 5-7% for a large company.)
Pre-tax Profit on sales trend?   High & even for the last 2 years.
Return on equity trends?  High & Even for the last 2 years. 
Debt?    Down consistently since 2017 (26.9%)
Current PE is   29.29 @ $282.91 on Aug 5 2022 close of business.   (TD Ameritrade)
 Where does it fall in my estimated High/low range of PE's ? Midway  (My range  is 22-36)
Signature PE is 27.9  (But Value Line projects 23 during 2025-2027)
Club cost basis for this stock is $25.44 per share.  Current price is $282.91, as of 08/05/22.    
Current fair value:  Morningstar: $352 (up) – strong buy & 4 star  CFRA (S&P) $376 (12 Month target price, from July 29, 2022) – strong buy  Value Line 18 Month Target Price Range ($320-$390; midpoint=$349)
My SSG Total Return is 10.9%


Projected Average Return is 7.7%
Microsoft is a large holding at 12.7% of our 14 stocks portfolio and Upside downside ratio is 1.8:1.

Recommend: Hold
Company Profile from BI:       Sector: Technology     Industry: Software - Infrastructure
	Microsoft develops and licenses consumer and enterprise software. It is known for its Windows operating systems and Office productivity suite. The company is organized into three equally sized broad segments: productivity and business processes (legacy Microsoft Office, cloud-based Office 365, Exchange, SharePoint, Skype, LinkedIn, Dynamics), intelligence cloud (infrastructure- and platform-as-a-service offerings Azure, Windows Server OS, SQL Server), and more personal computing (Windows Client, Xbox, Bing search, display advertising, and Surface laptops, tablets, and desktops).
Morningstar Company Report

Business Strategy & Outlook: Dan Romanoff, CPA, Senior Equity Analyst, 3 Aug 2022 

Since taking over as CEO in 2014, Satya Nadella has reinvented Microsoft into a cloud leader such that it has become one of two public cloud providers that can deliver a wide variety of (platform as a service) PaaS/IaaS (infrastructure as a service) solutions at scale. Additionally, Microsoft embraced the open-source movement and has largely transitioned from a traditional perpetual license model to a subscription model. The company has also enjoyed great success in upselling users on higher priced Office 365 versions, notably to include advanced telephony features. These factors have combined to drive a more focused company that offers impressive revenue growth with high and expanding margins. We believe that Azure is the centerpiece of the new Microsoft. Even though we estimate it is already an approximately $45 billion business, it grew at a staggering 45% rate in fiscal 2022. Azure has several distinct advantages, including that it offers customers a painless way to experiment and move select workloads to the cloud creating seamless hybrid cloud environments. Since existing customers remain in the same Microsoft environment, applications and data are easily moved from on-premises to the cloud. Microsoft can also leverage its massive installed base of all Microsoft solutions as a touch point for an Azure move. Azure also is an excellent launching point for secular trends in AI, business intelligence and Internet of Things, as it continues to launch new services centered around these broad themes. Microsoft is also shifting its traditional on-premises products to become cloud-based SaaS (software as a solution) solutions.
What will drive future growth?
We believe revenue growth will be driven by Azure, Office 365, Dynamics 365, and LinkedIn. Azure, in particular, is the single most critical revenue driver over the next 10 years, in our view, as hybrid environments (where Microsoft excels) drive mass cloud adoption. We believe the combination of Azure, DBMS, Dynamics 365, and Office 365 will drive above-market growth as CIOs continue to consolidate vendors. We believe More Personal Computing will grow modestly above GDP over the next 10 years.
RISKS

Amazon Web Services AWS is a strong competitor.

Bulls Say 

Dan Romanoff, CPA, Senior Equity Analyst, 3 Aug 2022 

 Public cloud is widely considered to be the future of enterprise computing, and Azure is a leading service that benefits the evolution to first to hybrid environments, and then ultimately to public cloud environments. 

Shift to subscriptions accelerates growth after the initial growth pressure, and the company has passed the margin inflection point now such that margins are increasing again and have returned to pre-Nokia and pre-“cloud” levels. 

Microsoft has monopoly like positions in various areas (OS, Office) that serve as cash cows to help drive Azure growth. 

Bears Say 

Dan Romanoff, CPA, Senior Equity Analyst, 3 Aug 2022 

Momentum is slowing in the ongoing shift to subscriptions, particularly in Office, which is generally considered a mature product. 

Microsoft lacks a meaningful mobile presence. 

Microsoft is not the top player in its key sources of growth, notably Azure and Dynamics.

NOTE: highlighted words are inserted by me.


	
	

	
	

	
	

	
	

	
	


