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All right. | think we're going to go ahead and get started. So my name is Matt Cabral. | cover IT hardware here at
Credit Suisse. And | wanted to say thank you to Tarek Robbiati, CFO of HPE, for joining us. So thanks for making the
trip on out.

Tarek A. Robbiati, Hewlett Packard Enterprise Company - Executive VP & CFO
Good morning, Matt, and thank you very much for hosting it.

QUESTIONS AND ANSWERS

Analyst: Matthew Normand Cabral, Crédit Suisse AG, Research Division - Research Analyst

Question — Matthew Normand Cabral: Yes. | think maybe just to kick off the conversation. | want to start a little bit
bigger picture. | think 2019 has been a little bit of a more difficult enterprise spending backdrop. | guess, as we think
through some of the factors that have been weighing on trends this year, can you just talk a little bit about what the
overhang has been? And as you're now starting to talk to customers about 2020, what they're thinking about going
Into next year?

Answer - Tarek A. Robbiati: It's a great way to start. So thank you for this question. | think what's important to
understand, it's a broader context of IT spend in percentage of GDP. And the truth is that in fiscal years '17, '18, we
were a bit spoiled. We were a bit spoiled because the level of IT spend was fueled by tax reform. And tax reform has
had a global impact globally, not just in the United States. And we've seen many of our customers taking advantage of
additional disposable cash to make investments, right? So what has surprised me a little bit, because we've done a lot
of work on this notion of the tailwinds that tax reform has provided, is not so much the extent of the tailwind, but more
so how quickly that tailwind faded. And so when you look back over time, the tailwind of tax reform came to an end
around the March 2019 time frame. And so when you analyze the performance of the industry in totality, since that
moment, growth has started to peter off. And for the past 3 quarters at HPE, we've seen, nonetheless, a very stable
revenue. We posted $7.2 billion of revenue per quarter in Q2, Q3 and Q4 as the customers that we engage with
worldwide are digesting that level of supply and infrastructure. That is not going to be a continuous trend, i.e., the
digestion is going to come to an end at some point. And the reason why this is, is that the underlying fundamental
trend, which is the explosion of data and the need to process and store the data, is still at play and continues
unabated. And so we will see, at some point, a resurgence of demand. Notwithstanding, the broader context of the
macroeconomic environment and also the trade. Discussions are taking place. Even today, the market is weak on the
back of trade news. We do feel that in the medium term, we could see demand resuming to levels that -- probably not
the levels of '17, '18, but higher than the levels we've seen in Q2, Q3, Q4 of fiscal year '19.

Question — Matthew Normand Cabral: Got it. And another sort of bigger picture topic. You guys are one of the first
to talk about the notion of hybrid. And the idea that there are workloads that will live on-premise and there are
workloads that will live off-premise, and so being able to sort of manage both. | think within that world view, you guys
have taken a little bit more of a platform-agnostic approach. It's more, you're happy to sort of enable whoever's stack
the customer would like to run on, which others have moved the other way, have either acquired or sort of homegrown
their sort of platform as the path of choice going forward. Maybe you could just talk about why you think your
approach is the right one and what the advantages are that, that brings going forward?

Answer — Tarek A. Robbiati: Yes. We think the world is hybrid for multiple reasons. And first of all, what defines the
world is where the data is generated. So we're moving from a world made out of data centers to a world made of
centers of data. Because 70% to 80% of the data is generated at the edge. And the edge is, in simple terms, the
fringes of any company or corporation that you can imagine. And so moving the data to the cloud is costly. And what
we're seeing is that also, it makes no sense from a performance standpoint. Some of the data is better processed
locally where it is generated, with metadata flowing back to a data center or cloud.
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So when we consider those underlying data trends, to sum them up, we'd say, data is a gravitational force. Compute
power, storage power will have to gravitate towards where the data is. And for this reason, we say the world is hybrid.
And when you also look at it from a customer standpoint, and you look at it from a -- their needs, you realize that most
customers want the infrastructure to simply work. They want it to be safe, work, perform to their business needs, and
they don't really care where the processing takes place as long as it delivers on their core requirements of having the
right economics, that the data is secure, that they can control. And that the performance, from an IT standpoint, is
there. And so we've looked at this, and we felt very, very strongly that the role that we can play in the industry is
changing the industry model, which is just supply a box somewhere to being essentially facilitating the development of
a transparent infrastructure that could reside in many, many places where the data is generated.

And so | want to take the opportunity of the question you're asking to highlight that yesterday, we launched at our
customer event, Discover, in Munich, our GreenLake Central platform. And GreenLake Central is actually just that. It
IS the platform that delivers the infrastructure as an experience, transparently, irrespective of where the workload
resides. And it's incredibly powerful and resonating with customers because they get full understanding of workloads,
the cost in the cloud, the data that is being managed by those workloads, they can move workloads between different
clouds, they can understand the compliance of those workloads from a data security standpoint, they can also truly
see the actual performance being delivered to power their applications. And that level of transparency is ultimately
what a C1O would want in the future because their job is not so much to manage an infrastructure that's becoming
incredibly complex if you're a ClO today to keep pace with all the technological development, but more so to enable
application services and enable the business of their corporations.

Question — Matthew Normand Cabral: | think that leads well into my next question. | wanted to talk about
GreenlLake more broadly. | think you guys have been at the forefront of this sort of push to a more consumption-based
pricing model and the pledge you've made for the whole portfolio to be available as a service by 2022.

Answer — Tarek A. Robbiati: Yes.

Question — Matthew Normand Cabral: Can you just talk a little bit about what's driving the shift? And what has the
customer response been to the sort of different pricing models that you put out there into the marketplace?

Answer - Tarek A. Robbiati: So we are just at the beginning. We believe that essentially, customers are going to
embrace consumption models for IT infrastructure. And the reason why this is, is simple. The cloud has been
successful. We're not there to deny the fact that the cloud has been successful, and the success of the cloud has been
all around demonstrating that you can have a simple experience that you can pay for over time. But now what
customers are wanting is more control.

They realize that the cost of egress of the data are huge when you put all your data in the cloud, and they understand
also the fact that the data is generated at the edge, and they need to be able to see the end-to-end picture.

So the response from customers on GreenlLake has been really excellent. We're continuing to grow our GreenLake
offerings. We now have more than $2.2 billion of contract under management. We reported in our last earnings
release, our quarterly annual revenue run rate, or the ARR, in the amount of $462 million. And we aim at growing this
by about 30% to 40% annually for the next 3 years between now and 2022.

Question — Matthew Normand Cabral: And | think the competitive landscape, it's been a pretty popular
announcement over the past couple of quarters, everybody now sort of has an as-a-service along with you guys.
What are the biggest differentiators of GreenLake in the marketplace?

Answer - Tarek A. Robbiati: So first of all, it's -- glad to see that we're being replicated, and that's always a sign that
we're doing things well. | think if you really look at our strategy and why it's different, it's this: it's about a complete
edge-to-cloud experience delivered as a service. Now if you look at our edge assets -- there are other edge assets out
there that we compete against, Cisco and other players are very strong in that space. If you look also at our hybrid IT
competitors, they're also very strong in their own space. But no one has the assets that can be integrated end-to-end
from the edge to the cloud. We do. So we have both. And if you take our assets singularly, they are a match before the
competition. But when you put them together in an integrated fashion, they're unmatched. Couple that with the fact
that we have a very strong financial services business, which enables to offset the inevitable capital intensity increase
that comes with an as a service movement, then you have a complete end-to-end portfolio of assets that we can
leverage to make our pivot to become an as-a-service company by [2022].

Question — Matthew Normand Cabral: You've spent some time on this at SAM. Just thinking through the puts and
takes from a financial model point of view. Just as GreenLake continues to grow within the portfolio, how should we
think about the impact on the P&L? And then also just the CapEx cost? And the free cash flow implications?

Answer - Tarek A. Robbiati: Yes. So we were very careful in embracing the as-a-service to it. And as you well
know, since you cover the space, whenever companies move from a standard revenue model to an annuity revenue
model, there is always, to your point, a P&L impact and potentially a cash flow impact. And so the way we structure
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our offerings is really very much along 2 types of contracts that customers can choose from, and it's a customer
choice.

Customers, depending on the duration of the contracts they're thinking about, either go for what, in accounting term,
translates to be an embedded capital lease; or the second alternative, an embedded operating lease. In an embedded
capital lease, the infrastructure is paid upfront and the service contract is paid over time. In an operating lease, then
both the service and the infrastructure are paid for over time. And so this mix [isn't] literally -- and we didn't set it that
way, but it's just what the customer demand reflects. The mix between embedded capital leases and embedded
operating leases is literally 50-50. So this helps us attenuate the impact on the P&L from a revenue standpoint, but
this doesn't solve -- the mix by itself does not solve the increase in capital intensity. The increase in capital intensity is
driven more so by the operating lease. The more operating leases we have, the more we have to upfront invest in the
Infrastructure to on-sell it over time to our customers. That gets offset by our Financial Services business, who
essentially books the CapEx expenditure on their balance sheet, and there is a direct offset to that in the way we raise
money for our Financial Services business. We've been, as you probably know, Matt, we've been active in the asset-
backed securities market in September for the first time. We were very, very successful raising, for our Financial
Services unit, $750 million at very cheap rates and at very high cash advance rates. To be specific, the rate, the all-in
rate in that -- for that $750 million raise was 2.38%. And the cash advance rates that we got, including residual values
on the equipment, was north of 95%.

So when you really look at the benefits of having a very strong-performing Financial Services unit more than offset the
Increased capital intensity that we could see if we didn't have it and the impact that this has on free cash flow.

Question — Matthew Normand Cabral: And if | think about the targets that you've put out there from just a growth
perspective going forward. So | think the range at SAM was 1% to 3% through 2022, | believe. A bit of an increase
relative to where we are right now. | guess, help us understand the biggest sort of drivers of that inflection? And what
gives you confidence in that trajectory longer term?

Answer — Tarek A. Robbiati: So we feel over time that this growth rate is really in line with what we've witnessed in
the industry. If you really look at IT spend as a percentage of GDP, it is hovering around that range. So -- and it's
growing at about that level over time. So we are not wanting to necessarily grow beyond what has happened and
been withessed and observed in the industry. But what's important is the nature of the growth underpinning that 1% to
3% range. And the nature of the growth is what drives fundamental shifts in profits, right? So you can grow by way of -
- the old way, which is to sell essentially the solution without the services and on a standard transaction basis; or you
can grow in a more modern way, as a service, just like customers are increasingly demanding, with a bundle that
Includes the solution with a lot of software that is, therefore, margin enhancing. And so we are aiming at, long term,
1% to 3% growth over the next 3 years on a compound annual growth rate basis. But within that, this is where you're
going to see a shift in the make of that growth, which will include much more software-defined solutions delivered as a
service as part of the bundle.

Question — Matthew Normand Cabral: Got it. And | guess, looking at your organic business going forward. | think
you guys have done a good job of taking HPE Next savings or savings elsewhere and reinvesting that back into R&D.
| guess, what are the biggest areas of opportunity, the biggest areas of incremental investment spending that you put
Into place and you think are worth it going forward?

Answer — Tarek A. Robbiati: So we continue to invest a significant amount of money in R&D, and you will see year-
over-year, fiscal year '20 versus fiscal year '19, an increase in R&D. And it's important that we keep doing that
because this is a sector where innovation is paramount. The areas where we're investing is all around the Platforms-
as-a-Service delivery, particularly around storage. High-performance compute-as-a-Service, as you know, that we
acquired Cray, and we now own Cray. Cray has probably the most interesting software stack for delivering high-
performance compute-as-a-service than any other player in the industry. And if you really think about a Cray
computer, it's quite extraordinary to see those machines, the one that we built for the Energy Department in
Livermore, is about the size of 2 basketball courts put together. It's an enormous machine. But when you think about
the machine and what makes it is not just electronics connectivity that drives an enormous amount of traffic east to
west, but more so the software stack that is powering the machine. And at the very bottom, the silicon, proprietary
silicon technology that Cray has built.

And a lot of investment has to go to deliver the perfect experience, optimizing the hardware from a workload
standpoint and powering that workload with a software stack that is unmatched. So these areas, storage, HPC
delivered as-a-Service, are 2 key areas that we're investing money in Hybrid IT, but there's also a lot of investment
we're making in Aruba in R&D to power Aruba Central, their unique platform that enables you to manage networking
infrastructure from the head office to the branch and the campus in a seamless way. So there's a lot of R&D
Investment going in those 3 areas: storage, HPC and Aruba.

Question — Matthew Normand Cabral: Got it. One more and then I'll open up to the audience for questions after
this. The other side of that coin being M&A. So | guess, how do you think about the trade off between organic
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Investment versus looking to acquire externally? And if you think about the deals that you guys have done, just the
potential to look towards larger M&A as an option going forward.

Answer - Tarek A. Robbiati: So this is always an interesting question. We grow in 3 ways: we grow with organic
Investments, we grow through partnerships and alliances and we also grow inorganically.

What we're seeing is, from an M&A standpoint, is that the valuations in the tech sector are still, in my mind, too high.
There is a tendency in the market to overvalue revenue growth and undervalue cash. And this trend has always been
at play for the past 5 years, | would say. And so when you -- we |look at acquisitions ourselves, what we're interested
In, in acquiring is not so much the revenue growth or the revenue growth stake because that revenue growth comes at
a very expensive dilution level. What we're looking is to acquire the capabilities that, over the long term, will allow us
to drive the growth. And in doing so, we are very disciplined in our approach, you've seen it. And we want to make
sure that we stick to our investment criteria to deliver acquisitions that are accretive within a maximum 2 years, 2 to 3
years maximum time frame. And that for those acquisitions, we can see synergies with the rest of our business,
expanding our core and strengthening it moving forward.

Question — Matthew Normand Cabral: Maybe I'll [leave it] to you guys. Any questions from the audience for Tarek?
All right. Maybe I'll move on, if you guys have any, don't be shy.

| guess thinking about the competitive environment. How would you sort of characterize against an environment
where the demand backdrop continues to at least be difficult, | won't say soften, but at least be difficult. Have you seen
any sort of change in pricing intensity or anything else competitively out in the marketplace?

Answer - Tarek A. Robbiati: I'd say it's always competitive, and it's a very dynamic space that we operate in. Look,
the tide has come down, the tide relative to the levels of fiscal year '17 and '18 is reverting back to normal, i.e., a level
of demand that predates tax reform. And so in that context, we look at the results of HPE and the results of our
competitors, and quite frankly, we're pleased because when you really look at -- in Hybrid IT and the results of our
main competitor, Dell, their service -- servers business declined by 16% year-over-year. And even when you dig
further deeper into what makes their profits and the cash flow, I'm not sure whether you've noticed, but 62% of that
free cash flow comes from VMware.

So when you analyze the profitability of our Hybrid IT business, it's -- when we posted operating profit margins of
12.3% in the quarter for our Hybrid IT business, it's materially higher than our competitors. And our free cash flow
generation has been, quite frankly, outstanding in spite of some very adverse events such as an arbitration award that
we had to pay to DXC in the fourth quarter of fiscal year '19.

So the intensity is there. The question is, how can we continue to differentiate our offerings relative to the
competition? And where do we see the areas of growth in the future? And for us, the areas of growth are undoubtedly
at the edge, and we got to go where the data is in storage and also high performance computing.

Question — Matthew Normand Cabral: Got it. And maybe drilling a little bit deeper on the competition question. It
feels like over the last couple of quarters, some of your competitors have been more vocal about just increased
pricing. So -- or decreased pricing. Increased pricing aggression on servers, in particular, and maybe even a little bit
on the storage side. Just wondering if you could talk about the pricing dynamics that you're seeing out there? And if
there's been a shift in either your behavior or competitive behavior over the (inaudible) quarters?

Answer — Tarek A. Robbiati: | think things continue to be within the -- of the same nature that they have been in the
past years. So we do have, at this stage of the cycle, favorable commodity prices. Which leads competition to
sometimes pass on the benefits of that favorability on commaodities onto customers. But ultimately, over time, this
trend tends to be reversed. And the reason why the trends get reversed is because more and more data requires
higher and higher configurations. And eventually, the cost of commodities supporting those configuration rises. And
this eventually translates into, therefore, higher prices relating to customers. So we are in that junction. We think
commodities are going to be favorable for maybe a couple of quarters more. Maybe within those quarters, we'll see
some price pressure, but we don't feel that, beyond the short term, that price pressure will be sustained as things will
revert back to normal with commodities rising in price beyond a couple of quarters.

Question — Matthew Normand Cabral: And maybe to hit on that point about commodity pricing. | think one of the
more frequent questions | get is just the -- what that's meant to your margins over the last year or so. And | guess, if
you could help us sort of break apart the uplift from commodity pricing versus other more structural factors. And the
second part of the question being Dell last week talked about their margins are reverting back to last year's levels, so
calendar 2018. | guess is that sort of a risk to your business as well as we think about some of these benefits from the
commodity side going away?

Answer - Tarek A. Robbiati: Yes. So great question. So we -- when you look at our gross margins, there are several
levers that fuel our gross margin. First and foremost, you do have commodities. Second, you have the impact that
we've made with HPE Next and savings that affect the actual cost of delivery of the service with our Pointnext OS
business. Third, you have the actual structural elements in the configurations of the system. We are, right now, selling
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-- pretty much 90%, 95% of what we sell is Gen10 of servers. We're going to be moving to Genl11 very quickly. And
S0 when you see that, what essentially tends to happen is that within the compute category, you will have a
replenishment cycle driving higher margins over time. Fourth, the fourth driver of the gross margin is the actual
revenue mix by itself. And when you look at what we have in our portfolio across the swim lanes, as we call them, you
do have businesses like the edge, like storage, like also high-performance compute, which are much higher gross
margin than the actual compute category. And hopefully, you will all appreciate, when we will show at the end of our
first quarter, the new disclosures that we spoke about at SAM. You will see the underlying profitability of those
business lines, which is radically different from the profitability that you can solely ascribe to the compute category.
And so the mix effect is a very, very important driver.

So to recap, there are many things that come into the gross margin equation. And I'd say, if you just look at those 4
factors, and commodities is just 1 of the 4, and it may be, at this stage, representing 40% to 50% of the gross margin
benefit. But over time, those other impacts from increased automation and efficiency in Pointnext OS; improvement in
the actual structural pricing of the individual products; and third, the actual revenue mix will continue to drive margin

up.

Question - Matthew Normand Cabral: Got it. And for that 40% to 50%, as we think about that rolling forward into
fiscal '20, is it still a tailwind on a full year basis? Does that actually flip the other way and become a little bit of a
headwind? | guess, what are the moving pieces underneath there from a commodity component point of view?

Answer — Tarek A. Robbiati: It's to be seen. | would say, in simple terms, we do expect the commodity prices to
remain favorable for the short term. Beyond that, the question that you're asking is dependent on what happens to the
uptake of the new products that we are selling, particularly the new generations of computers, but also what happens
to the revenue mix. So all these effects come into play. I'd say I'm not planning the business on having a favorable
commodity environment for eternity, the margins that we've experienced right now are favorable. This is not there to
last, but | don't think that overall, this necessarily translates into gross margin pressure overall for us, given the effect
that I just mentioned.

Question — Matthew Normand Cabral: Got it. The last topic -- we've only got a couple of minutes left, but the last
topic | want to dig into is Pointnext. And you guys have been highlighting a pretty solid book-to-bill that you're seeing
win that business, pretty good order growth over the last few quarters. Revenue continues to be down, though. And |
guess, maybe if you can help us unpack some of the moving pieces underneath there and think about when we'll start
to see some of that book-to-bill or some of that orders growth translate into actual revenue inflection going forward.

Answer — Tarek A. Robbiati: Yes. So | think we honestly haven't helped ourselves very much yet. That's why I'm
changing the disclosures. | mean, the reason why | say this is that when we talk about Pointnext, in Pointnext, we
have 2 businesses that are very different in nature, and the economics are fundamentally different. We have the
A&PS business, which is a consulting business. And you also have the Pointnext OS maintenance business, which is
of a very different nature. The difference in margin percentage that you have between the two is 25 points of margin.
The consulting business is 25% to 30% points of margin.

The consulting business is not a business that you measure on gross margin. By definition, even if you look at the
best player in the industry, you pick up Accenture, their gross margins hardly ever surpass the 29%, 30% level, right?
Because it's a labor business that is charged to customers based on the time that people spend on assignment.

The Pointnext OS business is a business that has very, very different economics and very different dynamics. Much
more automated, and it becomes a lot less dependent on labor and much more dependent on tools. That's why we're
Investing in it. So overall, in terms of understanding the revenue dynamics there, we need to show you, and we will at
the end of the first quarter, the different revenue dynamics for A&PS from Pointnext OS. A&PS revenue has been
declining in double digits. And the reason why this has been, it's a conscious choice, we exited a number of countries
that were unprofitable. We are lapping over those countries in fiscal year '20. The finalization of the lapping over the
country exit took place in the second half of fiscal year '19. And in fiscal year '20, these effects will disappear. By
contrast, Pointnext OS declines in low single digits, and they are, with GreenLake, underlying trends that lead us to be
cautiously optimistic around the time frame it would take to turn around the Pointnext OS trajectory. We feel good
about this. And as long as we keep pushing our other service offerings, we can see the light at the end of the tunnel.

Question — Matthew Normand Cabral: Got it. Well, with that, | think we're out of time. So thank you very much for
joining, and | appreciate you taking the time.

Answer - Tarek A. Robbiati: Thank you very much, Matt. Thanks for having us.
Question — Matthew Normand Cabral: Thank you.

Answer - Tarek A. Robbiati: Thank you.
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