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-Distribution Marketing Report Executive Summary
October 1990

All accounts except one reported their October this report (see chart two). The executive
data to us. The only non-reporting account was summary will limit in depth product analysis to
Soft Warehouse. "top I0" or key MS products (PC & ~-Excel,

Sot’t Warehouse’s sell through figures have been Word, Work~, Powerpoint, Project and all Mice
estimated for this rcl~rt, based on historical Products). Otherwise, total channel analysis will
activity. We beLieve tha~ this will provide a more encompass all full packaged products & upgrade~
complete pict~e of monthly sell through activity. (not updates) reported in the DM:R (over 120
Soft Warehouse is approximately 7-10% of total currently).
monthly setl through. Any comments or quesdorts about this report

The DMR encompasses ONLY Microsoft’s may be directed to Tom Hochztatter at X65895.
Direct Resellers and Dism’butors; so,
approximately 78% of total USSMD business, or 6
of the 14 channels of distribution are addresse.d in
Quick Glance

- Mouth of Supply in the channel was up in October to 1.5 months supply, a jump from 1.1 in
September.

- Direct Resellers and Disuibutors percent of total USSMD was 86%.
- Ending Inventories reported to reported sell through rose in October to !.25 from September’s .93.
- Sell Through remained on its new plateau of sell though: Win 3.0 is up almost 3,000 units, Win

Apps are up. Dos Apps Low increase is attributed to seasonal sales and new product rifles. Dos
Apps High showed a slight decrease in October. (chart Five)

- PC word processing achieved a 32% internal market share figure. (chart Six)
Win 3.0 continues to outpac~ all Win Apps by a two to one margin. "I’Ms poses a terrific
opportunity for Microsoft’s Win Apps - as well as for our soon to be released competitor’s Win
Apps. (charts Seven and Eight)

- Mouse breadth has sustain its summer "promodon levels" even though the promotion ended
Aul!~st 3 Ist-

L Product Supplies



Inventory to ~ales Ratio In Dollar:s
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Shipment~ to Sales Ratio in Dollar=
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Chart Four

Shipments to Sal~s Ratia
~ shipments to sales ratio reflects whether or not shipments are k~l)ing pace with ~ale.~
~ divid~ a 4-mon~ moving shipment average in dollars to the cturent month’s sell through in
dollars.

Optlmttm shipments to ~ales ratio would be 1.0 assm~ng the channel 1~ ~n opdmttm inventory estimated at
1.5 for ending October inventory. October’s ratio is .1.21. Thls:is t~p 3~ over September.

II. Product Categories Sdl Throttgh

Total Sell Through by Product Category
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Product Reporting (Direc~ Account Res~llers ONLY’)
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Chart Six

During Octobex, rill tracked W’mdows ca~gorics achieved increa.s~ in their in~-aal ma~lc~t share. M~st
notably, PC word processhg (combining bod~ Win Word and PC Word sales), achieved a 32% in.real
market share.. Win PowerPoint increased fi’om I lifo to 15%. The PC spreadsheet catcgot, y appe.a~ to
leveling out at 22%. This data tvacics primarily our iammal marI~t sha~ througk corporam account
and in-store (retail) reseller,, including Egghead, Cor~ram Software, Software ~ Babbagcs, Sogtmact, a~d
Software Spectrum. Our prior ~malysis for hardwa~-out~und indirect r~cll~rs (provided last month)
indicates substantially lower madc~t shat~ in all Windows calegories.

IV. Reseller Chanael Opportani~
Top 675 purcl~z~iag tgn’cfwar~ indirect accounts vs. top fTm~Jdsor$ and
The habl~ below summariz.e.s key dam for th~ most recognized company-owned or fi-anc~ chains, and their
reladv¢ importanc~ compaz~d to the top 67:5 hardwas¢ indir¢~ account.s, as relXa~Xl by lime-September 1990
Sa!es--out data.

Company No of ,~tuai no, Total $ P~cca~t o~ Typ~ o!
~atr~ FIptlflg A~ o~ OUtk~l pur~, Toted Op~’atlo~
Compu~dand 101 751 $1~.T/~ 14,3% 5.anda
Wa:coAg~ 37 �,6! $3,9::~,,509 4~,% franch
lrm~omp ¯ 21 10~ $0.b’71.004 4.2% IrancNco
TCBCtF.~ Po;m 41 ~ $3,~4~e00 4.2% frandt

Nynex 2 60 $1,2~1.129 1.$% co o,~-~d
Hea~Zan~ ! 45 $~"/5.070 1,0% co o~ned
I]ushas~and Z ~7 gS~&~7 0.7% co ~
AC~ 4 14 $440,105 0.5% ~o ~
%oio and Sound 4 23 $352,490 0A% ~

Vaico~t, 4 181 $;290.095 03% kanch
X 579858

ms ~ s~..m~ ~ CONFIDENTIALTotal~
Top 675 Itardwam accounfs b’75 $86.6~f,817 100%

W’hil¢ the table iadicales that rJ~ top chains account for 35.9% o~" the top 675 accotmts total dollar
thch" importance Ls much gre.at~" when consid~ing ~ purchases and aumber o[ oudcts, which ace no~
accounted l’or in (he a~alysL~. Of the 35.95, attribur~xl to re,,~llcr clmins, 10A% com¢~ from company-owa~l
chains, and 25,5% fi’om franchised chains. The remaining 64.1% arc assumed to Ix: smaller chains and
agfilia~d franchis~
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Some key is~ue~ and action items to be further researched are:

- Establishing a headquarters accotmt relationship with all key chahas and fi’-anchisors (currently missing
with MicroAge and several other accounts)

- Evaluating alternative programs for key chains and fi-anchiaors to a.mist Microsoft in achieving our
hardware penewatlon goals.

- Making ou~ outbound program~, pa~cularly Emancial incentives, work for company-owned chab~.
- Accounting for all ot" the outlets of the top reseller chains and franchisors to insure that purchase data

can be tracked to the outlet level

V. Windows Applications Penetration to Windows 3.11

Windows Apps to Windows 3,0 Penetration
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Chart Seven - Overlay line is PeneLration Percent

flora: W’m Apps include W’m ~:xceL WlnW’ord, W’m Powcrpoint, W’m I~j¢c= a.~ ass~c~l. MLPs. W’m 3.0
~c]udcs Fuji ~e~’L Upgrades, and Mou.~ w/W’m 3.0.

This penetration rate is imtxxtant for two reasoa~ Fu~ ~ is eno, xnotm oFpormnity for" sales of Windows
applications. Year-to-date~ f~ distn’butors and direct resellers, we have sold 452,116 units of W’mdows 3.0
and a total of 220,814 units of all Windows applications. The potential speaks fo~ itself. /vficrosoft’s goal
should be to achieve at least a ratio of 1 application to 1 W’mdow,J. Secondly, it is important to not~ tMs
potential is open to all competitor~ In particular, WordPexfeet and Lores will b~ releasing W’mdows versions
of theix" respective products by tim second qtmrte~ of 1991.
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VI. Product Categories Breadth of DL~tribution

Mouse with Window~ Breadth Promotion


