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Description Microsoft Corp Technical Buy
Microsoft Corporation (MSFT) develops, manufactures, licenses, sells, and supports software :?‘;E{SSS'CE 323 1:3‘88
products. The Company offers operating system software, server application software, ;argeT pricE USD 150.00
business and consumer applications software, software development tools, and Internet and  cLOSING PRICE USD 137.78
intranet software. Microsoft also develops video game consoles and digital music
tertai t devices 1 COMPANY DATA
entertainmen ' Bloomberg Code MSFT US
0/S SHARES /Mn : 7,635.41
Investment Rationale MARKET CAP /USD Mn : 1,052,007
There is further upside for MSFT due to 1) ongoing mega-trend of enterprises shifting to cloud; 52 - WK HI/LO (USD) 141.68
2) Azure as the leading cloud service provider; 3) Customers upgrading to newer products. We  yajoR SHAREHOLDERS (%)
believe MSFT will have faster organic growth due to its focus on digital transformation and  VANGUARD GROUP 8.03%
innovation for its cloud platform. BLACKROCK 6.62%
CAPITAL GROUP COMPAN 4.90%
Benefit from the ongoing enterprise shift to the cloud. MSFT reported 68% YoY growth for  PRICE PERFORMANCE (%)
Azure in 2€Q19. Commercial Cloud revenue grew 39% YoY while gross margins increased AT 5 AT R TV
. . Microsoft Corp -1.1%  9.2% 35.7%
~600bps YoY due to Azure. We expect the momentum for cloud solutions to continue for the ;o o 7% 36% 16.6%
next two calendar quarters as MSFT continues to expand its cloud offerings and obtain large
commercial deals (such as the AT&T deal). The ongoing mega-trend of enterprises migrating  PRICE VS. SPX
their data to hybrid cloud would accelerate MSFT’s organic growth for cloud. us
Office products to accelerate due to migration to premium offerings. Office Commercial grew ”
16% YoY constant currency (CC) in 2CQ19, up from 14% last quarter. Office 365 decelerated %
slightly to 23% YoY as compared to 27% last quarter. MSFT commented that there is continued Nem o omm  rmm s s
ARPU expansion from customer migration to premium Office E3 and E5 products. - MICROSOFT CORP ——56P500
Source: Bloomberg, PSR
i ] o KEY FINANCIALS
Tailwind from 3 product cycles. We expect MSFT to benefit from customers switching to new  ¥/gjun (usp) Y15 FY16 FY17 FY1s
versions of products as the current product cycles end, namely Windows (to Windows 10),  Revenue /Bn 912 966 1104 1258
Office (to Office 365) and Server (from Server 2008 to newer versions). There would be a short- 'E“:St (Prgf')t /Bn zg'z Zzi 12'? 32'5
adj. . . . .
term revenue boost for the next few quarters as customers expand their usage due to greater ¢ Ram’, (adj.) 197 225 269 286
functionality form the newer versions. P/BV 48 61 92 100
ROE, % 252 298 194 424

RECOMMENDATION Source: Company Data, PSR

We have a TECHNICAL BUY rating for MSFT. MSFT is currently trading at a P/E ratio of 29.0,
which is above its one standard deviation. However, we think MSFT’s PE multiple is justified
given its strong position as the leading vendor in the cloud category and robust organic growth.
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------ 200 periods MA
MSFT’s strong bullish momentum shows no signs of slowing down despite the recent trade

war spats. Based on the weekly technical charts, there is further upside potential.: ~ —aeee- 50 periods MA

- Strong bullish candle bounced off the support level and 50% Fibonacci level, which
invalidated the previous bearish engulfing candle.

- The subsequent formation of a bullish pin bar presents a strong bullish signal.

- Should the stock price breaks out of the resistance, the rally will continue.

------ 22 periods MA
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may constitute
a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for any
purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without
prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all investors,
and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent determination has
been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a
disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not limited
to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. Phillip
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved
in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may have performed
services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including
but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment services to such companies
and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments
will be denominated in various currencies including U.S. dollars and Euro and thus will be subject to any fluctuation in exchange rates between U.S. dollars and Euro or
foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an interest,
whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may be
available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees
or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the extent permitted by law,
have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have issued other material that is
inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such
distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any particular
person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a professional
and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific investment
objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities Research
may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the analyses
or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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