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Microsoft (MSFT) 
 

The Strategy 

The following table reflects the current portfolio 

management strategy of Microsoft. 

 

As of June 2013, Microsoft held approximately $77 

billion in cash, cash equivalents and short-term 

investments, reflected in the following table. 

  

Of the $77 billion, over 90% is held offshore in foreign 

subsidiaries.  The following table breakdowns the 

foreign subsidiary portfolio. 

 
 

Approximately 87% of the foreign subsidiary portfolio 

is allocated to U.S. Government Securities.  This 

potentially, represents significant, portfolio risk.  The 

current market yield of any U.S. Government security 

will increase as the U.S. Economy recovers from the 

financial crisis of 2008.  And the increasing current 

market yield will create the significant portfolio risk 

for Microsoft. 

 

Under the current portfolio management strategy, if 

Microsoft experienced a temporary challenge to 

liquidity in a rising rate environment, Microsoft would 

have to potentially, realize significant losses to satisfy 

the temporary challenge to liquidity.       

 

Capital preservation plays an important role in 

portfolio management – but so does the creation of 

value!  Manage the Portfolio to Develop the Business 

of MSFT. 

 

Allocate 10% of the U.S. Government securities 

portfolio and redeploy the capital into the highly-

liquid, publicly-traded, global, equity markets. 

 
 MSFT strategic objectives drive the investment!   

 Deploy the capital to develop the MSFT business! 

 Align the economic interests within ownership! 

 Through publicly-traded equity investments! 

 

The leadership at Microsoft will develop strategies for 

the market.  To efficiently execute the strategies, 

leadership should recognize the need to occasionally, 

develop a deeper, operating relationship with another 

organization, because the other organization has 

developed a technology (a strength in the market) – 

which is very valuable to Microsoft. 

 

If Microsoft could recognize this need, then Microsoft 

could utilize the strength of each organization to create 

value for both organizations.  MSFT could build the 

operating relationship between the organizations.     

 

Equity investments develop the operating relationship 

more effectively than any other method of business 

development, because it aligns the economic interests 

between the organizations!     

 

 

 

 

Portfolio   Management     --    Microsoft

June December Growth

Recorded Basis 2013 % 2013 % $ %

Cash 1,967$       2.3% 2,747$       2.9% 780$        39.7%

U.S. Gov Securities 64,897$     77.1% 69,523$     73.9% 4,626$    7.1%

Mortgaged Backed 1,288$       1.5% 1,266$       1.3% (22)$        -1.7%

Corporate Debt 5,122$       6.1% 7,930$       8.4% 2,808$    54.8%

Corporate Equity 9,588$       11.4% 11,457$     12.2% 1,869$    19.5%

Other 1,279$       1.5% 1,169$       1.2% (110)$      -8.6%

Total 84,141$     100.0% 94,092$     100.0% 9,951$    11.8%

Cash, cash equivalents, and short-term investments

6/30/2013 $ B %

Held by Foreign Subsidiary * 69.6$          90.4%

Held by Headquarters 7.4$            9.6%

Total 77.0$          100.0%

Foreign Subsidiary Portfolio $ B %

U.S. government 60.6$          87%

U.S. corporate notes 2.8$            4%

U.S. mortgage-backed 1.4$            2%

Other 4.87$          7%

Total -- Foreign Subsidiary 69.6$          100%
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With just a minority interest position, Microsoft could 

exert greater control in developing the operating 

relationship between the organizations, because of the 

ownership benefits created by the aligned economic 

interests within the operating relationship.  

 

As an illustration of this portfolio management 

strategy, as soon as Microsoft made the strategic 

decision to develop a deeper, operating relationship 

with Nokia, Microsoft should have started gradually, 

accumulating a position in the publicly-traded debt and 

equity of Nokia OYJ. 

 

Microsoft would fully articulate its investment thesis to 

Nokia in this case:  

 to develop a deep, strategic, operating relationship 

between the organizations 

 to build the business together with aligned, economic 

interests and 

 to create the benefits of ownership for both 

organizations in the relationship   

 

According to Microsoft One, the organization will 

focus on developing a family of devices and services 

for both individuals and businesses. To efficiently 

develop this business, Microsoft should consider a 

vertical-integration, business development strategy.   

 

Strategically identify organizations with a valuable 

technology to Microsoft.  Utilize the technology 

efficiently by developing a deeper operating 

relationship through a minority-interest, equity position 

that aligns the economic interests within the operating 

relationship.   

 

The Japanese used this type of equity investment 

strategy to efficiently rebuild its economy after the 

devastation of World War II.  It’s still a prevalent 

strategy in Asia!  Why can’t Microsoft use a similar 

investment strategy to more efficiently build its 

position in the market?        

 

Strategic alliances continually evolve in the market.  

Google just acquired a 6%, minority-interest position 

in Lenovo.  This equity investment will facilitate a 

deeper, strategic, operating relationship between 

Google and Lenovo – a key supplier to MSFT.     

 

As an investor, Capital Executive LLC recognizes the 

incredible value within MSFT.  But does MSFT 

recognize the value? 

Portfolio Management Strategy  

Deploy the capital to develop the business of MSFT 

through minority-interest, equity positions in publicly-

traded, strategically targeted organizations. 

 

As an investor, Capital Executive LLC respectfully 

requests the attention of the following executives at 

MSFT: John Thompson, Satya Nadella, Bill Gates, and 

Amy Hood.   

 

Please fully consider the portfolio management 

strategy described in this investment research.    

 

For more information about Capital Executive LLC, 

visit the website listed below.        
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