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  The Next Chapter for Window
PCs – Partnership with NVIDI

What Was Announced? Microsoft and NVIDIA (covered by Joseph Moore) jo
unveiled a new class of Windows PCs powered by NVIDIA's RTX Spark platf
announcement here), representing the first full-scale Windows systems bui
an NVIDIA-designed processor architecture. The announcement introduces w
Microsoft describes as PCs 'purpose-built for personal AI agents,' combining
NVIDIA's Grace CPU architecture, Blackwell RTX graphics, unified memory, a
Microsoft's Windows-on-Arm ecosystem into a single AI-optimized computin
platform. Microsoft has emphasized that Windows is evolving beyond tradit
application-centric computing toward an agent-driven experience where use
increasingly interact through natural language and AI workflows rather than
launching individual software applications. The RTX Spark platform support
execution of large language models up to 120bn parameters and enables AI
workflows ranging from content generation and software development to 
autonomous agent execution. The initial rollout includes Microsoft's newly 
announced Surface Laptop Ultra alongside systems from other OEM partne
well, with product launches expected later this year.

What Does RTX Spark Bring to Microsoft's Windows Ecosystem? Strateg
RTX Spark represents another step in Microsoft's effort to extend AI inferen
the cloud toward the edge while simultaneously strengthening the competi
of Windows. Unlike prior Copilot+ PC initiatives that primarily focused on N
based AI tooling, RTX Spark combines high-end CPU, GPU, and AI capabilitie
a unified architecture capable of running substantially larger AI workloads l
The latest platform also helps position Windows devices as both productivi
endpoints and AI development platforms. Importantly, the announcement exp
Microsoft's long-standing partnership with NVIDIA beyond cloud infrastructur
Azure AI services into client computing. In our view, Microsoft's willingness to 
support multiple ARM silicon providers reflects management's broader object
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Key Takeaways
Microsoft and NVIDIA introduced RTX Spark, a new Windows AI computi
platform designed around personal AI agents.

Surface Laptop Ultra becomes Microsoft's first flagship PC powered by a
NVIDIA-designed processor architecture.

RTX Spark combines Grace CPU architecture, Blackwell RTX graphics, an
128GB of unified memory.

The platform expands Microsoft's AI strategy beyond Azure and Copilot 
more local AI inference and endpoint computing.

Key focus remains on whether AI PCs can drive a meaningful replacemen
and expand AI monetization beyond Azure and Copilot.
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reducing dependence on traditional x86 architectures while accelerating adoption of 
AI-native computing. From a security perspective, Microsoft highlighted new 
Windows security and containment primitives designed to enable AI agents to 
operate under tighter permissioning, isolation, and user-control frameworks. 
Management also emphasized the importance of local inference for privacy, latency, 
and data sovereignty, particularly as enterprises begin deploying autonomous agents 
more broadly.

What Does This Mean for Microsoft? We view the RTX Spark announcement as 
another step in Microsoft's broader strategy to establish Windows as the primary 
operating system for the emerging Agentic AI era. While Microsoft's AI narrative 
over the past two years has largely centered around Azure, Copilot, and cloud-based 
inference, RTX Spark signals a parallel effort to ensure Windows remains relevant as 
AI workloads increasingly migrate toward hybrid and local execution models. The 
announcement also reinforces a few key points on Microsoft's strategy: 1) Extending 
AI monetization beyond Azure infrastructure / Copilot into endpoint computing; 2) 
Accelerating adoption of Windows-on-Arm architecture; 3) Increasing differentiation 
for premium Windows devices; 4) Supporting local AI inference as enterprises seek 
lower latency, enhanced privacy, and reduced cloud compute costs; 5) Strengthening 
Microsoft's competitive positioning vs. Apple's vertically integrated hardware/
software strategy. In our view, the key focus going forward will be on whether AI-
first PCs can drive a meaningful replacement cycle after the mixed reception of 
earlier Copilot+ PC launches, which remains early days.
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30x Base Case CY27e EPS of $21.76. 30x PE is a slight premium to large cap softw
1.5x PEG is relatively in line with MSFT historical PEG while a premium to peers, ju
Microsoft's strong positioning and strong execution.

                        Risks to Upside                    

n Cloud adoption accelerates, with Azure as convincing winner 
n AI leadership results in substantial revenue contribution over-time
n Operational efficiencies leading to greater than anticipated economies of 

margin expansion

                        Risks to Downside                    

n Weak macro impacting IT spending
n On-premises cannibalization by Cloud
n Increased investments hurt margin expansion
n AI adoption proves limited
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