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Microsoft Continues to Spend Big on A.I. While
Profit Jumps 60%

The company said on Wednesday that revenue in the most recent quarter was
$81.3 billion, but its share price dropped more than 7 percent in after-hours
trading.
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Microsoft said on Wednesday that it continued to spend heavily on data centers for
artificial intelligence with $37.5 billion in capital expenditures in its most recent
quarter, up about 65 percent from a year earlier.

The company reported that revenue in the quarter was $81.3 billion, up 17 percent
from the same period last year. Microsoft’s profits were $38.5 billion, up 60 percent
from last year. Both numbers beat Wall Street’s expectations.

Microsoft’s Azure business, a closely watched segment that is indicative of the
traction of its A.I. business, was up 39 percent. That also slightly beat Wall Street
expectations.

“We are only at the beginning phases of A.I. diffusion and already Microsoft has
built an A.I. business that is larger than some of our biggest franchises,” Satya
Nadella, Microsoft’s chief executive, said in a statement.

But investors remain concerned about the huge sums Microsoft is investing in data
centers, while the growth of its A.I. business did not show big gains. Shares of
Microsoft were down as much as 7 percent in after-hours trading on Wednesday.

https://www.nytimes.com/2026/01/28/technology/microsoft-earnings-ai-expenditures.html?campaign_id=2&emc=edit_th 20260129&instance id=1702... 1/3


https://help.nytimes.com/hc/en-us/articles/24318293692180
https://www.nytimes.com/by/natallie-rocha
https://www.nytimes.com/by/natallie-rocha
https://www.nytimes.com/by/natallie-rocha

1/30/26, 11:10 AM Microsoft Continues to Spend Big on A.l. While Profit Jumps 60% - The New York Times

Amy Hood, Microsoft’s finance chief, told analysts Wednesday that the company
would continue to spend on A.I. infrastructure as “our customer demand continues
to exceed our supply.”

Microsoft’s spending on A.l. infrastructure has ratcheted up each quarter in recent
years. Ms. Hood said that while the company would continue its spending to meet
A.I demand, it expected capital expenditures to decline in the current quarter from
the preceding one.

For the past few years, Microsoft’s A.I. business has been closely tied to OpenAl,
the San Francisco company behind ChatGPT.

In October, OpenAl laid out its plans to transition to a for-profit corporate
structure, which required changes in its existing relationship with its largest
investor, Microsoft. Under the new arrangement, Microsoft is expected to get a
roughly $135 billion stake in OpenAl and unfettered access to its technology, and
OpenAl committed to buying $250 billion in computing power from Microsoft.

Microsoft’s profits got a boost from its investment in OpenAl during the quarter,
according to the company’s financial filing.

Analysts pressed Microsoft’s executives on how the company will make enough to
cover the enormous long-term costs of its building boom, and whether it was too
dependent on OpenAl, which accounted for 45 percent of the company’s
outstanding commercial contracts. Ms. Hood said that contracts already covered
nearly all of the costs of the pricey chips that power A.I., and that Microsoft had a
more diverse customer base than its peers.

Microsoft continues to spend billions on building out its data center capacity as the
demand for A.I. computing power outweighs its available supply. Microsoft said
these capacity constraints would persist through the 2026 fiscal year.

Mr. Nadella said during last quarter’s earnings call that Microsoft planned to
increase its total A.I. capacity by more than 80 percent over the next two years.
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Microsoft’s personal computing business, which includes video game hardware
like Xbox consoles and laptops, reported $14.3 billion revenue, down about 3
percent because of declines in the gaming business.

Part of that segment, which includes laptops, grew 1 percent “with increased
purchasing ahead of memory price increases,” Ms. Hood said. Industry analysts
have reported that the price for computer memory, or RAM, has been increasing
amid shortages and higher demand from A.I. data centers. These price increases
“could create additional volatility” in Microsoft’s personal computing business, Ms.
Hood said.

(The New York Times has sued OpenAl and Microsoft, claiming copyright
infringement of news content related to A.I. systems. The two companies have
denied the suit’s claims.)

Natallie Rocha is a San Francisco-based technology reporter and a member of the 2025-26 Times Fellowship
class, a program for early-career journalists.

A version of this article appears in print on , Section B, Page 5 of the New York edition with the headline: Microsoft Sees Profits Jump
60%, Past Forecast
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