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DAVID SODEN Microslop: a consumer-side assessment of Microsoft

About this report

Every substantive claim in this report carries an evidence classification and, where applicable, a
numbered source. Facts are separated from vendor claims, third-party estimates, the author’s
assessments, and untested hypotheses. Forward-looking sections use scenarios with observable
tripwires rather than point forecasts. Stated assumptions are listed before the analysis begins.
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Market Assessment reports are published and commissioned at davidsoden.com/market-assessment. This
document is analysis, not investment, legal, or procurement advice.

Scope and evidentiary standard

Thisreport assesses Microsoft from the position of the people who pay for it. Not the shareholder
and not the CI0O of a Fortune 100 account, but the household on a Microsoft 365 subscription, the
person whose eight-year-old laptop stopped receiving security updates, the small firm whose
renewal quote went up, and the services and consulting firms who absorb the consequences on
behalf of everyone else. It tests one specific claim: that what Microsoft ships has got worse while
what Microsoft charges has gone up, and that the company is funding an infrastructure build by
removing the people who used to make the difference.

That claim has a name. Over the winter of 2025 into 2026 a portmanteau of Microsoft and slop
attached itself to the company and stuck hard enough that Microsoft briefly filtered the word out
of its own community server. The nickname is the entry point for this analysis, not the conclusion
of it. Ameme is evidence that a group of people is angry. It is not evidence of what share of users
are affected, how badly, or whether the anger is proportionate.

Evidence on this subject is contaminated in three directions at once. Microsoft publishes usage
and adoption figures that no external party audits. Firms that sell alternative support contracts,
licensing advice, or competing clouds publish critiques while holding a commercial position in the
outcome. And a large share of what surfaces in search on this topic is written by aggregators
paraphrasing each other, so a single unattributed number can appear in twenty places and still
trace back to nothing. Where that is the case below, it is said out loud rather than smoothed over.

Every substantive claim carries one of six classifications. Anything resting on an external source
carries a numbered reference linking to the source list, and each source is typed by what kind of
sourceitis.

Definition How to treat it

Fulll Verifiable in the cited primary source: Reliable as stated. Check the source if the exact

a filing, press release, official wording matters.
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Definition How to treat it

documentation, or standards body

announcement.

Reported by a vendor about its own The vendor said it. Directionally useful, not a
business or product. Self-measured measurement. Definitions of the metric are
and not audited by any third party. usually undisclosed.

A research firm forecast or survey Use for direction and order of magnitude only. Do

result. Methodology is proprietary and not build a model oniit.
generally not reproducible.

(ASSESSMENT The author’s reasoned judgment from This is analysis, not reporting. Disagree with it
the cited evidence. Falsifiable, and the where your evidence differs.
reasoning is shown so it can be argued

with.
A proposition offered for testing. Not Treat as a research question, not a conclusion.
currently supported by sufficient Each one names what would confirm or refute it.

evidence to assert.

A structured future state with astated  Use the leading indicators attached to each, not
subjective probability. The probability the probability. The indicators are observable; the
is the author’s judgment, not a probability is not.

calculated figure.

Assumptions this analysis rests on

Four premises are assumed rather than demonstrated. Each paragraph names which conclusions
fail if the premise is wrong.

One. Job cuts and capital spending are linked at the level of the balance sheet, not
by stated intent

Microsoft has not said that it cut jobs in order to pay for data centers, and no document in the
public record says so. What is documented is that both happened in the same quarters, that
operating margin and free cash flow came under visible pressure at the same time, and that the
chief people officer framed the July 2026 reduction in terms of automation. This report treats the
relationship as a funding relationship rather than a stated one. If the cuts would have happened
regardless, the capital reallocation section reduces to a coincidence of timing, though nothing
about the consumer-facing consequences changes.

Two. Complaint volume measures intensity, not prevalence

Windows runs on well over a billion devices. A nickname trending on social platforms establishes
that a vocal populationis angry and that the anger is coherent enough to compress into one word.
It establishes nothing about what fraction of users encounter the problems being described. No
public dataset measures that. If the affected share is small, the quality section of this report
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overstates the case, and the correct read becomes a loud minority in a product with enormous
reach.

Three. Published prices describe consumers accurately and enterprises poorly

Consumer subscription prices are published, enforced, and identical for everyone in a market,
which is why the regulatory record on consumer pricing is unusually clean. Enterprise pricing is
negotiated under non-disclosure, discounted against volume, and bundled against renewal
commitments. Every enterprise price figure here describes list behavior. It does not describe
what any specific organization pays.

Four. Announcements of remediation are evidence of intent, and only shipped
code is evidence of remediation

The most favourable material in this report is Microsoft's own account of what it is fixing. Some of
it has demonstrably shipped and some has not yet reached general availability. If the
commitments madein March 2026 do not land in the general population as described, the section
titled what Microsoft got right is wrong, and the correct read is that the company answered a
quality problem with a communications exercise.

Executive summary

Microsoft in 2026 is a company with record revenue, a falling share price, an unprecedented
construction budget, a shrinking headcount, and a consumer reputation problem it has publicly
conceded. Those five facts are not in tension. They are the same strategy seen from five angles.

FINDING 1 The nickname has a date, a cause, and a documented corporate response.

IEZXE The term fused Microsoft with slop, the Merriam-Webster word of the year for 2025,
and went viral in the first days of January 2026 after the chief executive published a year-end
post asking the industry to move past arguments of slop versus sophistication. By March the
term had spread far enough that an automated filter blocked it on Microsoft's own Copilot
Discord server, which produced a second news cycle larger than the first. Microsoft told
reporters the filter was a temporary anti-spam measure and lifted it. we2e3

FINDING 2 Microsoft conceded the substance of the criticism in writing, and named the
specific features people were complaining about.
IZXxEl On 20 March 2026 the executive vice president for Windows published a letter
committing to performance, reliability and craft, and listed concrete reversals: taskbar
repositioning, fewer forced update restarts, faster File Explorer, quieter widgets, and explicitly
reducing unnecessary Copilot entry points in Snipping Tool, Photos, Widgets and Notepad.
Companies do not itemise their critics' complaints unless the complaints have landed.

FINDING 3 The price increases are real, documented, and now the subject of consumer-
protection action on three continents.

IEXEll Australia's competition regulator commenced Federal Court proceedings in October
2025 over the Copilot-linked price rise, alleging roughly 2.7 million consumers were misled.
The UK Competition and Markets Authority opened its own investigation in July 2026 into the
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same 2025 change, with penalties of up to ten percent of global revenue available if a breach is
established. Italian and Australian regulators have both examined the renewal
communications. te1enoel

FINDING 4 The mechanism consumers object to is not the price. It is that the cheaper
option existed and sat behind the cancellation flow.
ImEEEEIEEd The regulator's case is that a Classic plan preserving the old features at the old
price was available throughout, and that subscribers only discovered it after they began
cancelling. Whether that was deliberate is for a court. What is not in dispute is that the option
existed and that the default path did not lead to it. A default is a design decision, and this one
moved money. 143

FINDING 5 Headcount is falling while capital spending grows faster than revenue, and

the company has said headcount will keep falling.
IEZxEll Roughly 6,000 roles went in May 2025, about 9,000 in July 2025, and 4,800 in July
2026 with a further 1,600 Xbox roles scheduled through fiscal 2027. Over the same period
capital expenditure guidance for calendar 2026 reached roughly 190 billion dollars, later
restated to about 175 billion after an accounting change. Free cash flow fell 23 percent year
over year in the June quarter. Management stated headcount will decline year over year in
calendar 2027. @« eiEm

FINDING 6 Copilotis simultaneously the fastest-selling product in Microsoft's history
and a rounding error against its own installed base.
I TFEaTEEd Paid Microsoft 365 Copilot seats passed 30 million by the June 2026 quarter,
roughly double the April figure. Set against a commercial Microsoft 365 base widely reported
at more than 450 million seats, that is under seven percent penetration, and third-party
surveys put weekly active use among licensed seats at 20 to 30 percent. Both numbers can be
true. Only one of them appears in the marketing. ®= 20

FINDING 7 The patternis old. The mechanism is new.

I I TEl A federal court found in 1999 and 2000 that Microsoft held a monopoly and
used bundling to defend it. In September 2025 the European Commission made binding a set
of commitments to stop tying Teams to Office, following a complaint filed in 2023. The
behaviour under examination in 2026, bundling a new capability into an existing subscription
and moving the price with it, is the same behaviour with a different attachment. What is new is
that the bundled thing now costs Microsoft real money to run, which changes the incentive to
make it opt-out rather than opt-in.z7=

FINDING 8 The cost of the build reaches people who are not Microsoft customers at all.

e R ATEInTssa Capacity prices in the largest US grid region rose from 28.92 dollars
per megawatt-day for 2024/25t0 329.17 for 2026/27. The grid's independent market monitor
attributes the majority of that increase to data center demand, and estimates 6.3 billion dollars
of the most recent auction's charges to the same source. Attribution to any single hyperscaler
is not possible from public data, and one working paper argues the relationship ran the other
way through 2024. The direction of travel since is not seriously disputed. #1516
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FINDING 9 The most defensible work Microsoft did in this period received the least
attention.
I EEA The Secure Future Initiative, the Windows quality reversal, and the decision to
terminate an Israeli military unit's cloud subscriptions after external reporting are each
substantive, and each cuts against the caricature. All three followed public criticism rather
than preceding it. That is the honest frame: this is a company that responds to pressure,
competently, once the pressure is unavoidable. z41z0

Where the nickname came from

The sequence matters, because the usual objection to a viral insult is that it appeared from
nowhere and means nothing.

IEXEl Slop entered general usage in 2025 as shorthand for low-value machine-generated output
and was named Merriam-Webster's word of the year. On 29 December 2025 Microsoft's chief
executive published a year-end post asking the industry to get past arguments of slop versus
sophistication and to see the tools as cognitive amplifiers. Within days the portmanteau was
trending. e

IEFEFIEEl The post did not create the grievance. It supplied a single word for grievances that
had been accumulating separately for two years: Copilot appearing in applications where it had
not beenrequested, update behaviour thatinterrupted work, a search box that mixed local results
with promoted web content, and a general sense that new surfaces were arriving faster than
existing ones were being fixed. Compression is what made it dangerous. Twenty specific
complaints are a support backlog. One word is a brand problem. “#=/4

IEXEN Around 1 March 2026 an automated filter on Microsoft's official Copilot Discord server
began blocking the term, and channels were subsequently restricted. Coverage of the block was
substantially larger than coverage of the term had been. Microsoft told Newsweek the measure
was temporary and aimed at spam, and confirmed it had been lifted. »»

IEEEFaIEE Moderating a word that names a product-quality complaint, inside a forum created
to collect product feedback, is the single clearest own goal in this sequence. It converted a joke
into a censorship story and gave the term a second life it would not otherwise have had.

What Microsoft has already conceded

The strongest evidence that the criticism landed is not in the criticism. It is in the response.

IExXEll On 20 March 2026 Pavan Davuluri, executive vice president for Windows and Devices,
published a letter to Windows Insiders committing to a year of work on performance, reliability
and craft. The letter listed immediate changes including taskbar repositioning to the top or sides
of the screen, the ability to skip updates during setup and to restart without installing them, a
faster File Explorer, quieter widget defaults, and a stated intent to reduce unnecessary Copilot
entry points beginning with Snipping Tool, Photos, Widgets and Notepad.

EFEFAOTEl Read as a document, that list is a point-by-point acknowledgement of the
complaints that produced the nickname. It concedes that Copilot had been placed in applications

© 2026 David Soden - davidsoden.com/market-assessment - Share complete and unmodified with attribution. 6



DAVID SODEN Microslop: a consumer-side assessment of Microsoft

where it did not belong, that updates were disruptive, that File Explorer was slow, and that the
taskbar had been made less configurable than the one it replaced a decade earlier. No competitor
forced these admissions. Users did.

EXxEl A follow-up published on 31 July 2026 reported four months of progress, said
improvements would begin rolling out broadly to Windows 11 across the autumn, described
removing promotional content from web results in the search box, and stated plainly that more
work remained.

IEFEEEEIE If the quality work reaches general availability substantially as described by the end
of 2026, the nickname loses its supply of fresh material and decays into a legacy insult of the kind
Microsoft has absorbed several times before. Confirmation would be measurable: taskbar
repositioning shipping to the general channel, a single monthly reboot becoming default
behaviour, and the removal of promoted results from local search. Refutation would be equally
visible, in the form of another year of Insider-only improvements. 4o

Price: what actually changed, and how

This is the part of the case that requires no interpretation. The numbers are published and a
regulator has put them in a court filing.

Xl Microsoftintegrated Copilot into consumer Microsoft 365 Personal and Family plans from
31 October 2024 and raised prices at renewal. In Australia the Personal plan went from 109 to 159
dollars ayear, a 45 percent increase, and Family from 139 to 179, a 29 percent increase. In the UK
the gap between the Classic plan and the Copilot-equipped planis 25 pounds a year on Personal,
59.99 against 84.99, and the same 25 pounds on Family. te/en

FIGURE 1 What the Copilot integration did to the Australian consumer price

179 AUD/yr
139 AUD/yr
120
109 AUD/yr
80
40

Personal, before Personal, after Family, before Family, after

o

Il Annual subscription prices before and after Copilot integration, as set out in the regulator's filing. These are
published consumer prices, not negotiated enterprise rates, and apply to one market. ¢!
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XAl Australia’'s competition regulator commenced Federal Court proceedings on 27 October
2025 alleging that Microsoft's two emails and a blog post conveyed to roughly 2.7 million
subscribers that their only options were to accept the more expensive plan or cancel, when a
Classic plan retaining the existing features at the existing price was available. The regulator's
chair alleged Microsoft deliberately omitted reference to the Classic plans. Microsoft said it was
reviewing the claim and that consumer trust and transparency are priorities. #6113

IExXEN The UK Competition and Markets Authority opened an investigation into the same January
2025 change on 27 July 2026, made public two days later, examining whether customers were
misled about their options. The CMA can impose penalties of up to ten percent of global turnover
where a breach of consumer law is established. It has stated it has not concluded that any breach
occurred. o

IEEEEEIEEl The regulatory exposure here is not really about 25 pounds. It is about a design
pattern. A default that renews customers onto a more expensive tier, with the cheaper equivalent
revealed only inside the cancellation flow, is the kind of pattern consumer regulators across the
OECD have spent five years building enforcement capacity against. Microsoft has now attracted
attention from at least three of them on the same fact pattern, which is the condition under which
remedies stop being local. e

The commercial side moved too

IEXE Microsoft announced new commercial pricing on 4 December 2025, effective 1 July 2026,
raising list prices across Business, Enterprise and Frontline plans by between 5 and 43 percent
depending on configuration, while folding baseline Copilot Chat into most tiers. Standalone
Copilot Business rose from 18 to 21 dollars per user per month. Business Premium and Office 365
E1 held flat. uo1142

IEXEll Separately, Enterprise Agreement volume discounts were removed in November 2025.
Licensing consultancies argue the combined effect on large customers is materially above the
published 5 to 8 percent headline for E3 and E5. #2 28

IEEEaOEEl  Microsoft's framing is that the increases pay for capability added over the
preceding year, and some genuinely was added: Defender for Office 365 Plan 1 moved into E3,
and E5 gained a metered Security Copilot allocation. The interrogation worth doing is on the
direction of the bundling. Capabilities customers previously chose to buy separately are now
inside the price, which raises the floor for everyone including customers who had evaluated those
capabilities and declined them. That is a defensible product decision and an increase in mandatory
spend at the same time. #1142

The trade: capital in, people out

This is the heart of the complaint, and it is the part where the evidence is strongest on the facts
and weakest on the causal link.

IExXEll Microsoft guided to roughly 190 billion dollars of calendar 2026 capital expenditure, up
about 61 percent on 2025, of which the chief financial officer attributed approximately 25 billion
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to higher component prices rather than additional capacity. In July 2026 that figure was restated
to about 175 billion after the company lengthened the assumed useful life of data center and
office buildings from 15 to 25 years and moved more future leases from finance to operating
treatment. @ el

FIGURE 2 Calendar-year capital expenditure, including finance leases

190 $B

160

120

80

40

2025, derived 2026, April guidance 2026, July restatement

IEXEll The 2025 figure is derived from the company's statement that 2026 guidance represented a 61 percent increase,
not disclosed directly. The July restatement reflects an accounting change in lease treatment and useful life, not a reduction in
building. ©1€

IEEEEaIEEl The useful-life change deserves the interrogation that percentage growth figures
usually get. Extending building life from 15 to 25 years spreads depreciation over a longer period,
which reduces the annual charge flowing through the income statement. The chief financial
officer characterised the effect on fiscal 2027 operating income as minimal and said the larger
effect was on the capital expenditure line, because operating leases fall outside it. Both
statements can be true, and the net result is still that the headline number went down by 15 billion
dollars without a single fewer server being installed. “1®

IEXEll Against that, capital expenditure and finance leases in the June 2026 quarter alone were
41 billion dollars, up 69 percent year over year. Free cash flow for the quarter fell 23 percent to
19.64 billion. Gross margin in the March quarter, at 67.6 percent, was the narrowest since 2022,
which the company attributed to mounting depreciation from the build-out.©®

And the headcount

IExXEll Microsoft cut roughly 6,000 roles in May 2025 and about 9,000 in July 2025, the latter
close to four percent of a workforce then standing at 228,000. In April 2026 it introduced a
voluntary retirement programme, a first for the company, open to US employees at senior
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director level and below; more than a third of eligible employees accepted. On 6 July 2026 it
eliminated a further 4,800 roles, 2.1 percent of the workforce, with Xbox absorbing 3,200 in total,
half immediately and half through fiscal 2027. @@ s

FIGURE 3 Announced role reductions, by round

July 2026, immediate _ 4,800 roles
Xbox, remainder of FY27 - 1,600 roles

Il Announced figures only. They exclude the voluntary retirement programme, attrition, and contractor reductions,

none of which are disclosed, so the true reduction in people working on Microsoft products is larger than this chart shows. B4
w

IExEl The chief people officer's July 2026 memo told employees that the way technology is built,
deployed and used is transforming faster than at any point in her time at the company, and that
some everyday tasks can now be automated. The same week, Microsoft stood up a new business
unit backed by a 2.5 billion dollar investment to deliver enterprise Al deployments using forward-
deployed engineers. 2w

IEEEEEIEEl The honest reading is narrower than the popular one. Microsoftis not firing support
staff to buy graphics cards in any traceable, line-item sense, and the largest single cut in 2026 hit
a games division with disclosed revenue problems of its own. What is defensible is the aggregate:
a company whose capital intensity is rising faster than its revenue, whose free cash flow is falling,
and which has told investors headcount will decline again next calendar year, is reallocating from
labour to plant. The people affected experience that as the same thing regardless of which cost
centre paid for it. @ ®w

IEEEEELTEIE If capital intensity is the true driver, reductions should continue through calendar
2027 and should concentrate in functions with a plausible automation story, which is to say sales,
support, consulting and quality assurance, rather than in core platform engineering. If the
reductions instead spread into infrastructure engineering, the correct explanation is a demand
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problem rather than areallocation, and the scenario weightings later in this report shift toward the
fourth case.®©®

What the spend has bought so far

XAl Microsoft disclosed more than 30 million paid Microsoft 365 Copilot seats for the quarter
ended June 2026, up from more than 20 million in April, with net seat additions more than
doubling sequentially. Azure revenue grew 43 percent and passed 100 billion dollars for the fiscal
year. GitHub Copilot reached 50 million users, and the company said one in three pull requests on
GitHub now involves an agent. @ e

IEEEIEEl Thirty million paid seats in under three yearsis a genuinely fast enterprise software
ramp and should be described as such. The interrogation is the denominator. Microsoft does not
publish its total commercial Microsoft 365 seat count in the quarterly release; the figure of more
than 450 million circulates through secondary coverage. On that basis paid Copilot penetrationis
under seven percent of the base, which means the product is early rather than established. =

eI AR Tdl Independent surveys of licensed seats put weekly active use at 20 to 30
percent, which would imply roughly 6 to 9 million people using the product weekly. These figures
come from vendor and consultancy surveys with undisclosed sampling frames, and they are the
weakest numbersin this report. They should be treated as an indication that a gap exists between
seats sold and seats used, not as a measurement of its size. 2

FIGURE 4 Seats sold against seats used, on the best available figures

Commercial M365 seats 450M

Paid Copilot seats 30M

Weekly active, low | 6M

Weekly active, high |§ 9M

IR AFRILYNEEN Only the paid seat figure is company-disclosed. The base figure circulates through secondary

coverage rather than the quarterly release, and the two usage bars are derived from surveys with undisclosed sampling
frames. The gap is real; its width is not measured. #1129
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YA EILTSEl An earlier Gartner survey of 132 IT leaders, reported second-hand,
found 60 percent had started Microsoft 365 Copilot pilots while 6 percent had moved to large-
scale deployment, with 72 percent saying employees struggled to fit the tool into daily routines.
The survey predates the current product by two years and reaches this report through an
intermediary with a commercial interest in Copilot deployment services. Itisincluded becauseitis
directionally consistent with the usage estimates above and excluded from any conclusion that
rests on it alone. !

IEFEFIEEl The commercially relevant point for services firms is not whether Copilotis good. It
is that the gap between purchased and used seats is where consulting revenue lives, and that
Microsoft's own July 2026 move to attach outcome measurement to agent spend suggests the
company knows buyers have started asking to see the return. =

Reliability, and what a single control plane costs

IEXEN On 29 October 2025, beginning around 16:00 UTC, an inadvertent configuration change
deployed to Azure Front Door produced connectivity failures, timeouts and authentication errors
across Azure, the Microsoft 365 admin centre, Outlook, Teams, Xbox Live and Minecraft, along
with third-party services fronted by the same layer including airline systems. Microsoft blocked
further configuration changes, rolled back, and declared the incident resolved at 00:05 UTC on
30 October, a little over eight hours later. 2223

IEEEEIEEl The significant factis not the duration. Eight hours is bad but not extraordinary. Itis
that a single edge and routing layer sits in front of enough distinct products that one bad
configuration removed a consumer's email, a company's admin tooling, a child's game and an
airline's check-in at the same moment. Consolidation of that kind is what makes a cloud cheap to
operate, and the failure profile is the price of the discount. Buyers who have accepted single-
vendor consolidation have accepted this, usually without pricing it. =

IEEEETEEE 1T control-plane consolidation is the structural risk rather than an operational lapse,
the next comparable outage will again originate in a shared identity, routing or configuration layer
rather thanin compute or storage. That is a falsifiable prediction and it is worth logging against the
next major incident. 2

Support: the weakest evidence and the loudest complaint

This sectionis short because the evidence is thin, and saying so is more useful than filling the gap.

IEEEFOEEI The consumer case that Microsoft support has degraded is widely asserted and
poorly evidenced in public. There is no published time-series of resolution times, escalation rates
or satisfaction scores for Microsoft support, and the company does not disclose support
headcount.

IEXEI What exists is practitioner reporting, which is consistent in its description and self-
selected in its sampling: outsourced first-line engineers, tickets moving between groups, and
materially better outcomes for customers large enough to have a named support engineer who
bypasses the first tiers. =
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IEEEFIEE A significant share of the published critique originates with firms that sell third-
party Microsoft support as a product. That does not make the observation false, and their
engineers are often ex-Microsoft, but it means their material cannot carry a conclusion onits own.
Itis used here only to establish that the complaint recurs, never to quantify it. “

IEEEGELTEIRE The testable version of the complaint is a two-tier proposition: support quality has
diverged, improving or holding for accounts with dedicated coverage while falling for everyone
below that line. It is consistent with the practitioner reports and with the commercial logic of
automating volume support. Confirming or refuting it needs primary research that does not
currently exist publicly, which is noted again in the section on what this document cannot answer.

[39] [40]

Windows 10 and the cost of a hardware floor

IExXEI Windows 10 reached end of support on 14 October 2025. Consumer Extended Security
Updates provided a security-only bridge to 13 October 2026, available by enrolling with a
Microsoft account and Windows Backup, redeeming rewards points, or a one-time payment
widely reported at about 30 dollars. Windows 11 requires TPM 2.0, Secure Boot and a supported
processor generation, which a substantial share of working Windows 10 machines do not meet.

[37]

IEEEEIEEl Ending support for a decade-old operating system is normal and defensible. The
contested decision is the hardware floor, which converts a software lifecycle event into a
hardware replacement cycle for machines that are otherwise fine. Advocacy groups have
circulated device counts in the hundreds of millions; those are model-dependent campaign
figures rather than a census and should not be quoted as measurements. The structural point
survives without them: for a household, the practical choice was pay for a bridge, buy a computer,
or run unpatched. #”

IEEEIEE This is the single item most responsible for the perception that Microsoft treats
consumers as a captive base rather than a customer base, and it predates the Al pivot. It matters
to the analysis because it primed the audience. By the time Copilot arrived in the taskbar
uninvited, a large group of users had already concluded that Microsoft's product decisions were
being made without them. =

The longer pattern, and what is genuinely new

Treating 2026 as a departure from a benign past will produce the wrong forecast. The behaviour
is old. The economics behind it are not.

IExXEI In 1999 and 2000 a federal court found that Microsoft held monopoly power in Intel-
compatible PC operating systems, that it used bundling and exclusionary agreements to defend
that position, and that consumers were harmed. An order to divide the company was entered in
June 2000 and the findings of fact were affirmed on appeal in June 2001, though the breakup
remedy was not. #o«7
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IExXEll On 12 September 2025 the European Commission made legally binding a set of
commitments resolving a case opened in 2023 after a complaint by Slack, concerning the tying of
Teams to Office 365 and Microsoft 365. Microsoft must offer suites without Teams at an
appreciably lower price, provide recurring opportunities to switch, ensure interoperability with
competing tools, and allow export of Teams messaging data. The commitments run seven years,
with interoperability and portability obligations extending to ten, overseen by a monitoring
trustee.®

EIrrEI A EEITSia Aggregated regulatory tracking places several further matters in
progress: a settlement of the CISPE cloud licensing complaint reported at roughly 20 million
euros with rival hyperscalers excluded from the remedy, a UK finding that competition in cloud
services is not working well with Strategic Market Status investigations recommended, Digital
Markets Act investigations opened into cloud computing in November 2025, and a US Federal
Trade Commission investigation opened in late 2024 and continuing. This paragraph rests on a
single licensing-consultancy compilation and should be verified against primary filings before
being relied on. =

Bundled thing Objection Outcome

1995 to 2001 Internet Explorer with Bundling defended an operating Findings of fact
Windows system monopoly and foreclosed affirmed on appeal;
browser competition breakup ordered then
reversed; conduct
remedies
2019 to 2025 Teams with Office 365 Tying a communications tool to a Binding commitments
and Microsoft 365 dominant productivity suite accepted September
2025; no
infringement finding,
no fine
2024 to present Copilot with Microsoft Default renewal onto a higher tier; Australian
365 consumer and cheaper equivalent not surfaced proceedings live; UK
commercial plans investigation opened

July 2026; unresolved

IIESTEETEE The three rows are the same manoeuvre. What is different in the third is that the
bundled component has a marginal cost. Internet Explorer and Teams were close to free to
distribute once built, so bundling was purely a competitive weapon. Inference on a large model is
not free, which means Microsoft has to convert bundled usage into revenue rather than simply
into share. That is the mechanism that produces price increases attached to features users did
not request, and it is why this round is unlikely to resolve the way the previous two did. 2722

The security record

IExXEd In April 2024 the US Cyber Safety Review Board concluded that a 2023 intrusion into
Exchange Online by a China-affiliated actor was preventable, described a cascade of avoidable

© 2026 David Soden - davidsoden.com/market-assessment - Share complete and unmodified with attribution. 14



DAVID SODEN Microslop: a consumer-side assessment of Microsoft

errors, and found that Microsoft's security culture was inadequate and required an overhaul.
Approximately 60,000 emails were taken from the State Department alone, and the affected
accounts included senior US officials. #42

EEFEFIEEl That finding is the most severe public verdict any government body has delivered
on this company, and it is worth holding next to the 2026 quality complaints. Both describe the
same underlying failure mode: a product organisation shipping faster than its foundations could
carry, with the consequences externalised to customers who had no way to see therisk they were
carrying. @

Azure and Unit 8200

IEXEN In August 2025 the Guardian, +972 Magazine and Local Call reported that Israel's Unit
8200 was using Azure to store intercepted recordings of Palestinian civilian phone calls at scale.
Microsoft had said in May 2025 that aninternal review found no evidence its platform was used to
target or harm people. On 25 September 2025 it terminated the relevant subscriptions, saying
they breached terms of service. Microsoft's vice chair wrote that the company does not provide
technology to facilitate mass surveillance of civilians. BuE2:0

EFEOaTEl Two things are true and both belong in the record. Microsoft became the first
major US technology company to revoke an Israeli military unit's access to its products during the
Gaza war, which was a real decision with real cost. And it took external investigative journalism to
produce a finding its own earlier review had missed, having first told the public there was no
evidence. The credit is for the response. The lesson is about the review. =32

What Microsoft got right, and why it is not a rounding error

A report that only accumulates grievances is a press release for the other side. Four items in this
period cut hard against the caricature, and a reader deciding what to do next needs them.

The Windows quality reversal is real work, not a statement

IExXEll The March 2026 commitments were followed by shipped changes: an updated Feedback
Hub the same day, a driver quality initiative and cloud-initiated driver recovery introduced at
WiInHEC 2026, taskbar and Start personalisation improvements previewed in May, and search
box changes in July that removed promotional content from web results. The July update stated
broad rollout across Windows 11 would begin in the autumn. sie41i44

IIEEFITE Reversing a strategic direction under public pressure is harder inside a company
this size than it looks from outside, because the Al surfaces being removed were somebody's
shipped objective. Doing it in writing, with a named executive and an itemised list, creates
accountability the company did not have to accept. This is the single most encouraging itemin the
assessment.

Users got the off switches back

IEXE Microsoft shelved plans to extend Copilot into the Windows notification centre and other
lightweight surfaces in March 2026, and the April 2026 update added a Group Policy that
removes the Microsoft Copilot app on managed devices, triggered after a period of non-use.
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I EIEEl The control arriving after the argument rather than before itis the criticism, and itis
fair. But the direction is right and it is unusual: platform vendors rarely make a promoted surface
removable once shipped. For managed estates this converts an argument with users into a
configuration decision, which is what it should have been at the outset. =

The security programme is the largest of its kind and appears to be working

ML Microsoft reports dedicating the equivalent of 34,000 full-time engineers to its
Secure Future Initiative, requiring every employee to carry a security objective in performance
reviews, and appointing deputy chief information security officers across engineering divisions.
The July 2026 report claims phishing-resistant multifactor authentication covering 99.97
percent of user and device pairs internally, public access revoked from 732,000 resources, and
more than 550,000 critical and high-risk open-source vulnerabilities remediated. #¢1 25

EEEFOTE These are self-reported and unaudited, and the engineer-equivalent figure is a
marketing construction rather than a measurement. What makes them credible in direction
rather than magnitude is that some of it is externally checkable in product behaviour, in security
defaults that changed and legacy authentication paths that were removed. Set against a federal
board finding two years earlier that the company's security culture required an overhaul, this is
the correct response, at the correct scale, made under duress. #2524

The Teams remedy gives buyers something they did not have

IEXEll Under the September 2025 commitments, European customers can buy Office 365 and
Microsoft 365 without Teams at an appreciably lower price, switch on a recurring basis, obtain
interoperability with competing tools, and export Teams messaging data. Microsoft subsequently
made the unbundled option available globally. z7z#

IEEFOTEl For a services firm running a client's collaboration strategy, this is the most
immediately usable outcome of the entire regulatory cycle, and it is being underused. The
existence of a lower-priced suite without Teams changes the arithmetic of any migration
argument, whether or not the client intends to leave Teams. 27

The bill that reaches people who buy nothing from Microsoft

IExX=Ell Capacity clearing prices in PJM Interconnection, the largest US grid region, covering all or
part of 13 states and the District of Columbia, rose from 28.92 dollars per megawatt-day for the
2024/25 delivery year to 329.17 for 2026/27.5%
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FIGURE 5 PJM capacity clearing price, per megawatt-day

28.9%

2024/25 2026/27

Il Auction clearing prices, published. The attribution of the increase to data center demand is the market monitor's
estimate, not a property of the auction result, and no public method attributes any portion of it to an individual company. 23

R AEITssE PJM's independent market monitor estimated data centers responsible
for 63 percent of the 2025/26 increase, about 9.3 billion dollars recovered from customers, and
attributes roughly 6.3 billion of 16.4 billion in charges from the most recent auction to the same
source, with 29.4 billion across the last four auctions combined. Consultancy analysis cited by
Reuters projects residential retail rates in the region rising 30 to 60 percent by 2030, while PJM
itself expects al.5 to 5 percent year-over-year bill impact beginning June 2026. z31341:8

FIGURE 6 Mostrecent PJM capacity charges, by attributed source

Attributed to data centers 6.3%B

All other load 10.1$B

IR AT RIS EEN Attribution by PJM's independent market monitor. The residual is derived by subtraction
from the 16.4 billion total, not separately reported. Estimates of this kind depend on counterfactual modelling and are
contested. 3¢
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EEEI RTINSl The counter-case deserves equal weight. A working paper from the
Electric Power Research Institute found that through at least 2024 data center operations
correlated with lower retail electricity costs, because large stable loads spread fixed network
costs across more consumption. The mechanism that reverses this is a supply lag, not the
existence of data centers, and the reversal is recent enough that the long-run direction is
genuinely unsettled. =

IEFEIEE No public method attributes any share of these increases to Microsoft specifically
rather than to hyperscale demand collectively. That limit should be stated whenever the point is
made, because overreaching on attribution is what allows the whole argument to be dismissed.
The defensible version is narrower and still uncomfortable: a household in Ohio or Virginia with no
Microsoft subscription is contributing to the cost of infrastructure built to serve one, and the rate

cases where that gets decided attract almost no public participation. ==z

Failure modes ranked by what they actually cost

Ordered by commercial consequence rather than by how loudly each is complained about.

Failure mode

Renewal price movement
without a corresponding

decision

Seats bought and not
used

Control-plane outages

Support tiering by
account size

Hardware floors on
lifecycle transitions

Interface changes that

undo learned behaviour

Who absorbs it

Consumers and small
business

Enterprise buyers

Everyone at once

Small and mid-size
customers

Households and public-
sector estates

Everyone

Why it costs money

Erodes the assumption that a
subscription is a stable cost,
which is the basis on which it was
bought

The spend is committed, the
return is not, and the next budget
cycle asks why

Consolidation removes the
fallback that used to exist across
separate vendors

Time to resolution becomes a
function of contract value rather
than severity

Converts a software eventinto a
capital purchase on the vendor's
schedule

Small individually, cumulative in
aggregate, and the main fuel for
the reputation problem
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Evidence strength

Strong. Published
prices and two
regulatory actions

Moderate. Company

seat counts are solid,
usage estimates are

not

Strong for the
incident, unproven as
atrend

Weak. Practitioner
reports only, no
published metrics

Strong on
mechanism,
contested on scale

Strong. Conceded by
the vendor in writing
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Why point forecasts fail on this subject

IEEEEEIEE In eleven months this company published a post that triggered a viral insult, filtered
the insult from its own forum, reversed the filter, published a letter conceding the underlying
complaints, reversed a flagship product's placement strategy, restated its capital plan by 15
billion dollars through an accounting change, and cut 4,800 jobs while its share price fell 19
percent in a rising market. Anyone offering a number for what Microsoft's consumer standing
looks like in 2028 is describing their prior, not the evidence. ®r2104

IEEEIEE What can be done instead is to state the small number of ways this can go, attach
honest subjective weights, and name the observable signs that would tell a reader which one is
happening. The probabilities below are the least reliable content in this report. The tripwires are
the most useful, because anyone can watch them without privileged access.

Scenarios to end of 2027

e The quality reset holds 30 percent
The March 2026 commitments reach general availability broadly through late 2026 and 2027,
Copilot placement stays restrained, and the nickname decays into a legacy insult with no fresh
supply.
Consequence. Consumer sentiment stabilises without recovering. Enterprise buying is

unaffected because it never depended on sentiment. Services demand shifts from
remediation toward adoption.

Earliest visible sign. Taskbar repositioning, single monthly reboot, and promotion-free local
search all shipping to the general channel rather than the Insider channels.

el Two-track Microsoft 40 percent

Enterprise execution stays strong and consumer trust keeps eroding, because the two are
managed by different organisations with different incentives and only one of them is
measured on sentiment.

Consequence. Copilot seat growth continues while consumer subscription churn rises quietly
and the installed base drifts toward alternatives at the margin, particularly among technically
capable users.

Earliest visible sign. Continued Azure and Copilot seat growth reported alongside a further
consumer-facing pricing or bundling controversy in a new jurisdiction.

Il Regulatory repricing of the consumer bundle 20 percent
The Australian proceedings and the UK investigation produce findings, remedies or
undertakings that constrain default-renewal bundling, and other regulators follow the
template.

Consequence. Consumer Al features become opt-in and separately priced in at least the
affected markets. Revenue per consumer subscriber falls. The commercial bundle is
untouched.
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Earliest visible sign. An adverse finding, settlement or enforceable undertaking in the
Australian case, or the CMA escalating from investigation to statement of objections.

B raees Capital indigestion 10 percent

Al demand growth decelerates while depreciation from the 2025 to 2026 build-out lands in
full, compressing margins in a way accounting adjustments cannot absorb.

Consequence. Deeper cuts reaching engineering rather than sales and gaming, slower capital
expenditure guidance, and a much harder public argument about what the workforce was
traded for.

Earliest visible sign. Azure growth decelerating below 30 percent for two consecutive
quarters, or capital expenditure guidance being reduced for reasons other than lease

classification.

Leading indicators

Observable without private information. Each is stated so that a reader can check it themselves.

If this happens It means

Taskbar repositioning The quality commitments Scenario A Windows release

ships to the general are surviving contact with health and update

channel the release process history

A third national regulator The bundling pattern is Scenario C ACCC, CMA and

opens a consumer caseon being treated as a template national consumer

the same fact pattern rather than a local error authority newsrooms

Copilot seat disclosure is The seat number has Scenario B Quarterly earnings

replaced by a usage or stopped flattering the story releases and prepared

revenue metric remarks

Reductions reach This is demand Scenario D WARN notices and

platform or infrastructure = management, not role-level reporting on

engineering reallocation cutrounds

Capital expenditure The build is being paced to Scenario D Quarterly guidance

guidance falls for a non- demand rather than to and the capital

accounting reason ambition expenditure
commentary

A second control-plane Consolidation risk is Scenario B Azure status history

outage originating in
routing or identity
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structural rather than an
isolated lapse

and post-incident
reviews
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Implications

For technology services and consulting firms

IEEEEaOEEI The commercial opportunity in this period is the gap between seats sold and seats
used, and it is closing on a schedule set by client finance departments rather than by Microsoft.
Firms positioned as adoption and value-realisation partners will find demand; firms positioned as
deployment partners are selling into a job that is nearly done. Microsoft attaching outcome
measurement to agent spend in 2026 is a signal that the vendor expects this conversation and
intends to be inside it.?

IIEEFOEEl The second opportunity is licensing. A 5 to 43 percent list increase, removal of
Enterprise Agreement volume discounts, and a European right to buy the suite without Teams at
a lower price together mean most client estates are now mispriced relative to what they could
negotiate. That is chargeable work with a defensible return, and it does not require taking a
position on whether Copilot is any good. t1#21en

IEEEEaIEEl The risk to manage is credibility. A consultancy that repeated Microsoft's adoption
framing through 2025 and 2026 without qualifying it will be asked awkward questions when
usage reports arrive. The defensible posture is the one this report takes: distinguish what the
vendor has disclosed from what has been measured, and refuse to let the two share a sentence.

For buyers

IIEFEFOTEl Three actions have a clear return regardless of which scenario runs. Audit
consumer and small-business subscriptions for automatic tier migration, because the cheaper
equivalent may exist and may not be visible on the renewal path. Model the July 2026 commercial
increase against capabilities already bought as add-ons, since some of them moved inside the
bundle and are now being paid for twice. And price the control-plane consolidation you have
already accepted, rather than discovering it during the next eight-hour incident, ze1ee1221

EFEFOaTEl On Copilot specifically, the decision that matters is not whether to buy but how
many. Seats are cheap to add and expensive to explain. Buying to observed weekly usage and
expanding from there converts an argument about strategy into an arithmetic problem. =

For everyone else

EEFEFOTEI The consumer-side lesson generalises past Microsoft. When a subscription
changes what it includes, the question worth asking is not whether the new thing is good but
whether declining it was made easy to find. That test is cheap, it applies to every vendor, and on
the current record it is the one Microsoft failed.

What this document cannot answer

Five questions matter to the argument and cannot be resolved from public sources. Each needs
primary research.
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What share of Windows users actually encounter the quality problems that produced the
nickname. Public evidence establishes intensity of complaint and a corporate concession, not
prevalence. Only telemetry Microsoft holds could settle it.

Whether support quality has degraded, and for whom. There is no published time-series of
resolution times or satisfaction by contract tier. A structured survey of mid-market customers
with matched incident types would settle in weeks a question that has been argued for years.

What proportion of the 2025 and 2026 role reductions removed people who touched customers.
Announced totals are public. Function-level distribution is not, and it is the difference between a
restructuring and a service-level decision.

What enterprises actually pay after negotiation. Every commercial pricing figure here is list. The
realised change in cost per seat across a cohort of comparable renewals is knowable only from
the renewal documents themselves.

How much of the increase in regional electricity capacity cost is attributable to any individual
hyperscaler. The market monitor attributes to a load category. Attribution to a company would
need interconnection queue and contract data that is largely confidential.

Half-life of this assessment

Claims here decay at different rates, and a reader returning later should discount them
accordingly.

Six months. Every figure on Copilot seats, capital expenditure guidance, quarterly margins and
free cash flow. The scenario probabilities. The status of the Australian proceedings and the UK
investigation. Whether the March 2026 quality commitments reached general availability.

Twelve months. The headcount trajectory and whether reductions spread beyond sales, support,
consulting and gaming. The commercial price position after a full renewal cycle at the new list.
Whether the nickname is still in circulation, which is the cleanest single proxy for scenario A
against scenario B.

Twenty-four months. The regulatory posture across jurisdictions, including whether the
consumer bundling pattern attracts a template remedy. Whether capacity prices in constrained
grid regions stabilise or continue climbing.

Architectural, and unlikely to move. The bundling behaviour and its legal history. The
concentration risk created by a shared control plane in front of unrelated products. The structural
fact that inference costs money to serve, which is what makes this bundling cycle different from
the two that preceded it. And the incentive asymmetry between a business measured on seats
sold and users measured on nothing at all.

Limitations

The author has no financial relationship with Microsoft or with any vendor named in this report,
holds no position contingent on its conclusions, and received no compensation from any party
with an interest in the subject.
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The evidence base has four specific weaknesses. Adoption and usage figures are either vendor-
disclosed and unaudited or survey-derived with undisclosed sampling frames; the funnel chart in
this report should be read as a shape rather than a measurement. Support quality rests entirely on
self-selected practitioner reporting and on sources with a commercial interest in the conclusion.
The denominator used for Copilot penetration circulates through secondary coverage rather than
appearing in Microsoft's quarterly release, so a derived penetration figure inherits that
uncertainty. And the electricity analysis attributes to a category of demand, not to this company,
which is a limit on the argument rather than a caveat to it.

Two structural biases are worth naming. Public commentary on consumer technology over-
represents technically capable users, who are both more affected by interface changes and more
able to publish about them. And regulatory records over-represent jurisdictions with active
consumer authorities, which is why Australia and the United Kingdom appear here and much
larger markets do not.
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