
Main Points  - “Microsoft Continues to Spend Big on A.I. While Profit Jumps 

60%” 

Financial Performance 

• Quarterly revenue reached $81.3 billion, up 17% year over year. 

• Profit hit $38.5 billion, a 60% jump from last year. 

• Despite beating Wall Street expectations, Microsoft’s stock fell over 7% in 

after-hours trading due to investor concerns. 

AI Infrastructure Spending 

• Microsoft spent $37.5 billion on AI-related data centers in the quarter, a 65% 

increase from the previous year. 

• The company expects capital expenditures to decline slightly next quarter but 

will continue heavy investment to meet demand. 

• AI capacity constraints are expected to persist through fiscal year 2026. 

Azure and AI Business 

• Azure revenue grew 39%, slightly above expectations. 

• CEO Satya Nadella emphasized that Microsoft is still in the early stages of AI 

adoption but already has an AI business larger than some major franchises. 

Relationship with OpenAI 

• OpenAI’s shift to a for-profit structure required a new arrangement with Microsoft. 

• Under the new deal: 

• Microsoft receives an estimated $135 billion stake in OpenAI. 

• OpenAI commits to buying $250 billion in computing power from Microsoft. 

• Microsoft’s profits were boosted by its OpenAI investment. 

• Analysts questioned Microsoft’s dependence on OpenAI, which accounts for 45% of 

its commercial contracts. 

Data Center and Chip Costs 

• Microsoft says customer demand for AI compute exceeds supply, driving ongoing 

data center expansion. 

• Contracts already cover nearly all costs of the expensive AI chips, according to 

CFO Amy Hood. 

Personal Computing Segment 

• Revenue was $14.3 billion, down 3%, largely due to gaming declines. 

• PC-related revenue grew 1% due to customers buying ahead of expected RAM 

price increases. 

• Rising memory prices could create volatility in the segment. 

Legal Note 

• The New York Times is suing Microsoft and OpenAI for alleged copyright 

infringement; both companies deny the claims. 


