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ANDY: 

Slide: Title 

Good afternoon everyone... and thank you for joining us today. I’m Andy Simanek, VP and Head 

of Investor Relations, and I’d like to welcome you to the 2021 Hewlett Packard Enterprise Virtual 

Securities Analyst Meeting. 

While we were hoping to be hosting you in New York this year, we’re still very pleased to 

connect virtually and we look forward to hopefully seeing you in-person soon. 

 

Slide: Agenda 

Before we get started, I’d like to go over the agenda for the day and some logistics. 

First, Antonio will kick us off and discuss how HPE’s differentiated edge-to-cloud as-a-service 

strategy will continue to deliver value for our shareholders. 

Following Antonio’s presentation at about 1:30pm ET, and because we are hosting this event 

during market hours, we will be issuing our SAM press release and posting the full set of SAM 

slides to our Investor Relations website at hpe.com/investor/sam2021 

Tarek will then discuss our shareholder value creation framework... and how it positions HPE for 

long-term, sustainable revenue and free cash flow growth.  He will also share our fiscal year 

2022 outlook. And then we will have plenty of time to answer your questions. 

Also, a replay of this webcast will be available shortly after completion... and will be available for 

approximately one year on our Investor Relations web site. 

 

Slide: Forward looking statements 

And lastly, the disclosures. This event may include forward looking statements involving risks, 

estimates and assumptions. HPE assumes no obligation to update such statements. So, with 

that I would like to welcome Antonio Neri, President and Chief Executive Officer of Hewlett 

Packard Enterprise. 

Antonio… 

 



 

ANTONIO: 

Slide: Welcome to SAM 2021 

Good afternoon and thank you for joining us for the Hewlett Packard Enterprise Securities 

Analyst Meeting. We appreciate your time and interest in HPE.  

We welcome you today from Houston and look forward to the opportunity to host you at our new 

headquarters when it opens early next year.  

 

Slide: HPE is Well Positioned to Maximize Shareholder Value  

Today, I will discuss how HPE’s differentiated edge-to-cloud strategy will continue to deliver 

value for our shareholders. I am convinced of several things that I will cover in our time today:  

• First, HPE is capitalizing on distinct and significant megatrends.  

 

• Second, we are accelerating our market leadership. We will show you how customers 

are responding to our value proposition, and how we continue to innovate and execute 

with discipline to deliver against our strategic growth priorities.  

 

• And, finally, our uniquely integrated approach and portfolio offer synergies and position 

us well to drive sustainable, profitable growth and free cash flow with higher margins.  

 

Slide: A New World Has Emerged  

The pandemic has created a new and different world, accelerating several key technology 

trends we bet on early.  

Customers now need to connect and engage in different ways, and technology plays a critical 

role in improving the health of our communities and digitizing our economy as it recovers and 

evolves.  

Our purpose at HPE – to advance the way people live and work – has never been more 

important or relevant than it is today.  

 

Slide: Our Strategy is at the Nexus of Three Megatrends  

The pandemic has accelerated several relevant megatrends.  

First, we see the explosion of data at the edge, driven by the proliferation of devices and things. 

As Gartner recently predicted, by 2025, more than 50 percent of enterprise-managed data will 

be created and processed outside the data center or cloud. We have all witnessed the 

importance of living and working at the edge first-hand, particularly over the last 18 months – 



whether it was watching our children engage in distance learning, having doctors provide 

healthcare through telemedicine or working from home. Secure connectivity is essential in 

this new reality – to enable today’s digital interactions and power new, engaging digital 

experiences in the future. In 2018, we declared the edge would be the next frontier, and we 

backed up that vision with a commitment to invest $4 billion dollars over four years in our edge 

business, and we see the benefits of this investment with double digit growth.  

The growth of data at the edge is fueling the second megatrend -- the need for a cloud 

experience everywhere. The past decade was about the cloud-first mandate. Looking ahead, 

the next decade will be about managing data and workloads wherever they live across a 

distributed enterprise – a cloud everywhere mandate. In fact, 92 percent of enterprises have 

embraced multi-cloud strategies, as they recognize the need for different cloud environments for 

different types of data and workloads. In 2019, we announced that we would make our offerings 

available as a service by the end of 2022, and we are delivering on our commitment by bringing 

the cloud experience with a flexible consumption model to HPE technology solutions across 

compute, storage, and networking.  

Finally, data growth is creating countless new opportunities. As you have heard me say 

before, data is the new currency that powers the digital economy. Data is now our most valuable 

asset, and I predict that one day it will be recorded on balance sheets. However, the key to 

success is not simply capturing data, but quickly extracting value from it. Enterprises need 

analytics to protect themselves against cyber-attacks and generate insights to build new 

business models.  

Cutting across all these trends is the shift in how enterprises are consuming their technology. 

Increasingly, customers want to digitally transform, while preserving capital and eliminating 

operating expense, by paying only for the IT they use. For instance, according to IDC, 50 

percent of data centers will be operated via an as-a-service-consumption model by 2024.  

Slide: These are Profitable and Fast-Growing Markets  

Each of these market trends represents a significant area of addressable growth for HPE. 

Within these growth markets, we are particularly focused on the sub-segments that will deliver 

the most profitable, sustainable growth. We are actively investing in both organic and inorganic 

innovation to ensure we capitalize on these margin-rich opportunities.  

And, again, we see a significant market shift in how enterprises are consuming IT. The market 

demand for IT as a service is quickly accelerating, with a CAGR of 46 percent by 2024. HPE is 

well positioned to capture this market in transition.  

Slide: Customers Must Bridge from the Present to the Future…  

Most enterprises today are on a multi-generational IT journey. Many started with a data center 

environment and shifted to a hybrid multi-cloud approach to drive innovation and increase 

speed and agility. Now, they recognize the need to securely access and control all their data 

assets from edge to cloud in order to accelerate business outcomes.  

HPE is uniquely positioned to help customers bridge the present with the future, unifying 

service delivery across all their environments.  

 



Slide:…While Harnessing the Power of Data  

As they continue to transform, customers must better harness the power of their data. Data 

insights are critical to delivering new, compelling experiences for customers … speeding critical 

decision making … and anticipating what’s next to drive disruptive business models.  

 

Slide: Digital Transformation is Incomplete Without Data-First Modernization  

But, extracting value from all this data is challenging.  

Data is growing and evolving rapidly. Its characteristics are shifting, as it becomes more 

unstructured, more time-sensitive and more distributed. Frequently, data is siloed and spread 

across different multi-gen IT systems, often trapped in critical legacy architecture. For many 

organizations, the edge is an afterthought, or they can’t adequately extract insights from their 

data at the edge. Many face cloud migration challenges because of their legacy applications.  

Customers need a data-first modernization approach across edge to data center to cloud.  

Slide: HPE GreenLake Edge-to-Cloud Platform  

This is why HPE declared our vision to be the edge-to-cloud company. Our HPE GreenLake 

platform accelerates multi-gen IT transformation through a unified cloud services experience 

that enables customers to access, control and maximize the value of all their workloads and 

data.  

It is an open, secure, fully integrated platform that brings a unified experience across the edge, 

data center, colocation and cloud. It is automated and easy to consume with capacity available 

to scale up and down on demand. It offers true pay per use consumption so customers only pay 

for what they use, and they can have the entire hybrid cloud experience managed for them 

through our HPE GreenLake managed services offering.  

We say that the HPE GreenLake edge-to-cloud platform gives customers the freedom to 

choose not to choose. See what I mean in our recently unveiled HPE advertisement.  

 

CUE VIDEO  

 

Customers gain the freedom to choose not to choose because of the unique HPE GreenLake 

platform, built on a cloud-native architecture with several guiding principles in mind:  

- First, the unification of cloud services through a simple consumption experience, enabling 

customers to learn, try, buy and run all their edge-to-cloud solutions.  

- Second, the ability to scale up and down compute and storage resources across the entire 

hybrid estate.  

- Third, automation and AI ops capabilities to deliver outcomes while reducing run time 

operating expense.  



- And fourth, the integration of data management services to enable customers to extract 

insights from data, wherever it lives.  

 

Our leadership in connectivity at the edge gives us a distinct advantage, as enterprises have 

become more distributed. Our data fabric, built on HPE Ezmeral software, manages and 

protects the data at each location, as well as between them. Workloads can run on bare metal, 

VMs or containers – all with unified management at scale as one fleet. Our AI ops ensure the 

health of the entire hybrid estate, which is managed centrally with security and compliance.  

Our HPE Pointnext Advisory & Professional Services and Operational Support Services talent 

provides unique transformation capabilities, including services to design the right digital 

transformation strategy, build the relevant IT solutions, and optimize and run customers’ IT 

deployments so they can focus on innovation. This expertise is complemented by HPE Financial 

Services, which helps customers unlock financial capacity to drive digital transformation. 

Through HPEFS, customers can choose to move to an HPE GreenLake solution at their own 

pace; they can easily convert some or all of their estate to HPE GreenLake.  

We are quickly accelerating our HPE GreenLake roadmap to continue to enhance the services 

and experience under the leadership of our new Chief Technology Officer Fidelma Russo, who 

joined us last month. Fidelma has a remarkable innovation track record in the technology sector. 

She is accountable for continuing to build and differentiate our HPE GreenLake edge-to-cloud 

platform as we accelerate our transformation.  

 

Slide: Winning in the Market with our Customers  

Our value proposition is winning in the market with new customers continuing to entrust their 

important business outcomes to HPE.  

One great example is The Home Depot.  

Millions of people started home improvement projects during the pandemic, driving a sudden 

sales surge at The Home Depot. Powered by HPE edge-to-cloud technology solutions, the 

company was well prepared to handle the demand. Home Depot has accelerated new digital 

strategies fueled by advanced video analytics and expanded IoT use cases. Insights from these 

edge applications predict customer needs, inform merchandizing decisions and support fraud 

protection efforts. The retailer is refreshing its network across more than 2,000 stores with a 

Network as a Service solution through HPE GreenLake for Aruba, which will optimize how 

associates interact on the store floor, as well as enhance the customer experience with features 

like in-store wayfinding and location-based alerts when customers arrive for curbside pickup.  

Our work for the Texas Rangers represents how impactful connectivity as a service can be for 

consumer experience-rich environments. The Rangers deployed our HPE Aruba Edge Services 

Platform at their new 40,000-seat Globe Life Field stadium to power everything from a 5.5-acre 

retractable roof to an immersive baseball app. They chose HPE Aruba ESP to deploy high-

performance WiFi 6 and our intelligent, automated infrastructure to engineer the equivalent of a 

living, breathing facility, while minimizing IT and back-office overhead.  



We are delivering a cloud experience to Japan’s leading credit card settlement agency, 

CARDNET, to underpin mission-critical settlement services and process increased credit card 

transaction volume. As Japan shifts to a cashless society, demand for digital payment 

transactions has increased -- up 118% from 2019 to 2020 alone. Our HPE GreenLake cloud 

services solution uses the HPE Superdome Flex server for in-memory processing and mission-

critical capabilities to ensure a secure, resilient, high-performance platform for digital payments 

that can flex to meet changing market demands.  

Carestream Health, a leading global provider of medical imaging systems, is helping improve 

diagnosis and patient care by transforming the way it delivers AI applications for medical 

imaging using HPE GreenLake for Machine Learning Operations – or ML Ops. Powered by HPE 

Ezmeral, Carestream’s next-generation AI platform will improve accuracy, automate radiology 

workflow processes, and reduce cycle times, adding value across the entire imaging chain for 

both patients and providers.  

These are just a few examples of how customers are harnessing the power of the HPE portfolio.  

Slide: Innovating and Driving Results  

We know our continued customer traction relies on a combination of innovation and operational 

execution. Through our R&D efforts, we continue to innovate and bring to market compelling 

new solutions. At the same time, we have been executing with discipline, which is allowing us to 

deliver greater shareholder value as evident in our 2021 results, and we believe that we have 

substantial upside going forward.  

I am proud of our market leadership, breakthrough innovation and strong performance across 

our portfolio, which is aligned to the megatrends we discussed earlier.  

Innovating and Driving Results (Connectivity)  

In the connectivity space, we have strong leadership with more than 20 percent of the WiFi 6 

market and consistent placement in the Leader quadrant of Gartner’s Wired/Wireless Magic 

Quadrant.  

This summer we enhanced our leading HPE Aruba Edge Services Platform – or ESP – to 

streamline network operations and maximize efficiency for enterprises with new AI Ops, IoT and 

security features for Aruba Central, as well as additions to the Aruba CX Switching portfolio.  

Aruba Central, our leading cloud-native network management solution enables more than 

100,000 customers to manage and optimize networks from a single cloud console. It has served 

as a foundation for our unified IT operating model in HPE GreenLake.  

Our HPE GreenLake for Aruba network-as-a-service offering is a growth opportunity, as we see 

customers like The Home Depot increasingly attracted to buying networking as a managed 

service.  

We are also helping our telco customers capitalize on the edge opportunity. For example, our 

HPE 5G Core Stack with HPE GreenLake offers carriers a purpose-built, open, cloud-native 5G 

core with minimal up-front investment.  

This innovation has accelerated our financial results with 19 percent year over year growth in 

Intelligent Edge in the first three quarters of this fiscal year.  



Innovating and Driving Results (Cloud)  

In cloud, we were a first mover in on-premises IT as-a-service. We now have more than 1,100 

HPE GreenLake customers, and our 95% customer retention rate demonstrates that our 

solutions are working and driving business outcomes.  

We offer a wide portfolio of on-premises cloud solutions, including infrastructure as a service for 

compute and storage as well as workload-optimized and vertical cloud services. Through HPE 

GreenLake, customers can access compute and storage on demand so they can scale 

resources based on their workloads and data needs. We are transforming our core 

infrastructure portfolio into software-defined, cloud-native architectures, which will expand our 

margins.  

In the last year, we have introduced new cloud services tailored for specific workloads and 

verticals, including those for managing electronic medical records, financial payments, risk 

management and more. We have also expanded our cloud services for virtual machines, 

containers and bare metal management with scalable, modular entry points specifically 

designed for the mid-market. And, we introduced HPE GreenLake Lighthouse, a secure, cloud-

native stack, built with HPE Ezmeral software, to autonomously optimize different workloads 

across hybrid estates, reducing time to deployment and operating costs.  

The traction of our HPE GreenLake cloud services offering is seen in our financial results with a 

33 percent year-over-year growth in our ARR as of the third quarter of this fiscal year and 46 

percent as-a-service order growth.  

Innovating and Driving Results (Data)  

In the data space, we have leading positions in AI, deep learning and data analytics workloads 

at scale.  

I’m proud that HPE will help create a new era of data insights and innovation by building the first 

U.S. exascale system, which will deliver 10 times faster performance than many of today’s most 

powerful supercomputers. The U.S. Department of Energy's upcoming exascale system, called 

Frontier, which will be hosted and managed by Oak Ridge National Laboratory, is expected to 

be delivered by the end of the calendar year. Frontier will enable users to model the entire 

lifespan of a nuclear reactor, uncover disease genetics, and build on recent developments in 

science and technology to further integrate artificial intelligence with data analytics and 

modeling and simulation.  

While we build incredible technology at the highest end of the market for advanced research 

purposes, we are also accelerating adoption of high-performance computing and AI with 

mainstream enterprises. Through our HPE GreenLake AI offering, any enterprise can run its 

most demanding, data-intensive workloads with fully managed, pre-bundled HPC cloud services 

to operate in any data center or colocation environment.  

We are also well positioned in the big data and analytics software market, which IDC forecasts 

will reach $110 billion dollars by 2023. Just last month, we introduced HPE GreenLake for data 

analytics, an open and unified analytics cloud services offering that modernizes all data and 

applications everywhere – on premises, at the edge and in the cloud.  



In addition, with our recently launched HPE GreenLake data protection offering, we entered the 

rapidly growing Data Protection-as-a-Service market. Our new cloud services are designed to 

help customers modernize data protection from edge to cloud, overcome ransomware attacks, 

and deliver rapid data recovery.  

These innovations are driving strong performance, with 17 percent year-over-year orders growth 

in HPC & AI year-to-date, with more than $2.5 billion dollars in current orders. In the storage 

space, we have seen more than 100 percent year-over-year growth in HPE Primera and more 

than 140 percent growth in disaggregated hyperconverged infrastructure – or dHCI – during the 

first three quarters of this fiscal year.  

 

Slide: Accelerating Momentum through M&A and Strategic Investments  

In addition to organic innovation, we continue to bolster our capabilities through targeted 

acquisitions that have positioned us in very attractive growth markets and bring value for our 

shareholders. We have a strong track record of disciplined return on invested capital, which we 

are committed to maintaining.  

A great example is Silver Peak, which is generating exceptional value. The acquisition is 

significantly accretive to our growth and contributed seven points to Q3 growth in our Intelligent 

Edge business. With Silver Peak, we unify the networking layer, enabling customers to connect 

from any edge to any cloud.  

Our acquisition of Zerto will accelerate the transformation of our storage business into a cloud-

native data services business, by helping HPE GreenLake enter the rapidly growing data 

protection-as-a-service market with a proven scaled solution.  

We also advance our innovation through strategic investments. Our Hewlett Packard Pathfinder 

venture capital program invests in category-leading start-ups, integrates their technologies with 

our product portfolio, and architects joint go-to-market programs to benefit our customers. 

Pathfinder also closely monitors longer-horizon disruptive innovation, helping encourage 

technological advancements that keep HPE on the leading edge. Just last week, we announced 

three new Pathfinder investments that solve key customer challenges across connectivity, cloud 

and data.  

Slide: Our Business and ESG Strategies are Inextricably Linked  

Our strategy is driving strong results – and it’s driving strong societal impact. At HPE, we view 

our business and ESG strategies as inextricably linked.  

Our transition to an as-a-service company goes hand-in-hand with our sustainability agenda. 

We can help customers drive more sustainable digital transformations by enabling them to 

flexibly scale their IT to meet their needs, reducing IT inefficiencies that harm the planet. In fact, 

customers transitioning to HPE GreenLake from traditional capex models can achieve a more 

than 30 percent reduction in energy costs.  

We are also committed to contributing to the circular economy. HPE Financial Services 

transforms and repurposes IT assets into new IT capabilities through its Technology Renewal 

Centers. In 2020 alone, we recovered 3.1 million IT assets and refurbished 87 percent for a 

second life.  



At the center of our sustainability strategy is our commitment to become a net-zero enterprise 

by 2050. We continue to make our climate goals more ambitious and plan to publish new 

targets and our net-zero roadmap in the year ahead.  

We see our sustainability initiatives as a business driver. In the 2020 fiscal year alone, $847 

million dollars in revenue were directly attributable to customers choosing HPE because of the 

environmental benefits of our solutions.  

 

Slide: Investing in Culture and Communities  

In addition to driving strong leadership in sustainability, we are committed to investing in human 

capital and improving our communities. Nothing we do as a company is possible without the 

right talent.  

Our team members are more engaged and connected to HPE than ever before. In fact, we have 

the highest team member engagement scores in our history, and voluntary retention is at 95 

percent. We continue to make strides in improving diversity throughout HPE by setting diverse 

hiring and representation goals and sharing our progress.  

 

Slide: HPE is Well Positioned to Maximize Shareholder Value  

There is no denying the fact that HPE is at the center of compelling megatrends that are driving 

new customer expectations and presenting new profitable growth opportunities.  

Our edge to cloud strategy – backed by an experienced leadership team and a culture that has 

never been stronger – is unmatched and is being validated by our customers. We have strong 

momentum in the market, and we will continue to accelerate our pivot to become the edge-to-

cloud company that innovates for our customers and executes with precision. We have a strong 

track record of delivering shareholder value, and I am confident that we will continue to drive 

strong returns.  

I hope you emerge from today with confidence and excitement for the compelling investment 

opportunity presented by HPE.  

I’ll now pass it over to Tarek to discuss our shareholder value creation framework and our fiscal 

year 2022 outlook before we take your questions.  

 

CFO PRESENTATION  

Slide: Introduction 

TAREK: 

Good afternoon, everyone…thank you for joining us today for our virtual SAM 2021.  

I look forward to providing my insight into how the vision and strategy Antonio laid out will 

translate to a financial profile that will maximize value for shareholders.  



At our SAM presentation last year, I provided a deep dive into each of our business segments 

by providing greater insights into the unique economics and market growth opportunity of each 

business as well as the key operating imperatives that guide our execution.  

This year I will take you through how our edge-to-cloud as-a-service strategy is delivering 

revenue and free cash flow growth that is increasingly recurring at higher margins. I will provide 

an update on each one of our segments and how we are shifting the mix of resources in our 

asset portfolio to accelerate that growth while delivering strong and consistent financial 

performance to ultimately maximize value for our shareholders.  

I will also share our 3-year long-term financial targets, our capital allocation framework, and our 

FY22 outlook before we take your questions. 

 

Slide: Exceeding our FY21 outlook 

We have been pleased with our performance year-to-date in FY21 in what has proven to be a 

very dynamic year. We are significantly exceeding the key outlook metrics we set at the 

beginning of the fiscal year.  

For earnings, we raised our full-year outlook after every quarter reflecting both strong demand 

and continued execution of our cost optimization and resource prioritization plan where we are 

on track to achieve our expected savings. The results can be seen in our record gross margins 

last quarter in Q3 of 34.7%, up 130 basis points versus the FY19 exit level. In addition, our 

operating profit margin last quarter of 9.8%, is up versus the corresponding FY19 exit level 

when you adjust for the revenue base and acquisitions. If you measure the improvement in 

gross and operating margins relative to the FY19 baseline, you will observe that we are well on 

track to deliver $800m in net run-rate savings by the end of FY22, with the majority of these 

savings materializing in FY21.  

We have also been able to make investments in key areas of our portfolio to drive future growth 

while delivering operating profit growth of 28% year-to-date. In total, we have been able to raise 

our outlook by $0.26 at the mid-point from the beginning of the year.  

With respect to free cash flow, we have delivered record levels year-to-date in FY21 and are on 

track to generate $1.5-1.7B this year, which is $600M at the mid-point above where we started 

the year driven primarily by earnings expansion.  

Recently, we were pleased to receive $2.35B of cash from Oracle, which represents Oracle’s 

satisfaction of the judgment in the Itanium litigation. Please note this will impact our GAAP 

earnings and free cash flow, and our $1.5-1.7bn FCF FY21 outlook obviously excludes this one-

time item. The cash proceeds will be treated like any other cash and be utilized under our 

capital allocation framework that we will discuss in more detail later.  

As we close out FY21 in just a few days, we continue to navigate the industry-wide supply chain 

challenges that have been worsening lately with materials in short supply and logistic costs 

rising. We expect that these supply chain issues will likely take well into the second half of next 

calendar year to begin abating. As a result, we now expect to end our fiscal year with even 

higher backlogs than we did at the beginning of Q4. The demand environment is also stronger 

with firm orders in Q4 across all our segments which gives us momentum throughout next year.  



In addition to being pleased with customer demand, I am particularly excited about the fact that 

our edge-to-cloud strategy is delivering revenue and free cash flow growth that is increasingly 

recurring at higher margins, which sets us up to maximize shareholder value moving forward. 

 

Slide: Our edge-to-cloud strategy is delivering...margins 

Our strategy is focused on three primary value creation levers:  

The first is our portfolio mix, which is shifting to higher-growth markets and more IP-rich 

offerings that improves our revenue growth and gross margin profile.  

The second is our accelerating as-a-service momentum that increasingly involves software 

content to drive faster ARR growth at higher margins.  

And lastly, our capital allocation framework prioritizes investments to drive further long-term 

revenue and FCF growth with consistent returns to shareholders.  

We will discuss each of these levers in more detail, but first I will begin with our long-term 

financial model. 

 

Slide: Our long-term model delivers $6.5-7.0B... 

Starting with the top line, we expect to deliver a 3-year revenue CAGR of 2-4% driven by our 

growth businesses in Edge, HPC & AI and our as-a-Service business. These businesses are 

just under 25% of our total revenue today and will exceed 35% by FY24. It’s also important to 

remember as we discussed at SAM 2019 that we will have a 1.0-1.5 point headwind to revenue 

growth from our as-a-Service business. Nonetheless, we will grow this business as fast as 

possible given its favorable financial profile of recurring revenue at high margins. We are 

expecting our ARR to grow at a 3-year CAGR of 35-45%.  

The combination of a higher margin and stronger growth-oriented revenue mix, more profitable 

recurring revenue structure, and the run-rate savings from our cost optimization and resource 

allocation plan will allow us to grow our non-GAAP operating profit faster than revenue with a 3-

year CAGR of 8-10%.  

For earnings per share, we do expect a small headwind from OI&E as FY21 benefitted 

significantly from one-time gains not expected to repeat so we expect non-GAAP diluted net 

EPS to grow at a 7-9% CAGR.  

Earnings growth will be a primary driver of cash flow but we are also beginning to wind down 

our past years’ restructuring programs which will enable us to grow free cash flow faster at a 15-

20% CAGR over the next 3 years. This translates to cumulative FY22-24 free cash flow of $6.5-

7.0B.  

Ultimately, our strategy enables an attractive long-term financial model that delivers substantial 

cash allowing us to maximize value for shareholders by balancing investments for growth and 

capital returns.  

Let’s now dive into our key value creation levers. 



 

Slide: We are shifting the mix of resources in our asset portfolio 

You heard Antonio discuss how our business strategy bridges the present and the future, and 

our financial architecture complements that view. As a reminder, I introduced our new financial 

architecture at SAM two years ago. Each of our businesses has a unique economic profile and 

plays an important role in our long-term value creation. This framework has enabled us to 

efficiently shift resources across our portfolio to accelerate our edge-to-cloud as-a-service 

strategy.  

First, our core Compute and Storage businesses provide a unique and broad portfolio of 

offerings. Both businesses generate significant cash that provides the foundation for us to invest 

in growth areas of our portfolio.  

Second, we consider the Intelligent Edge and HPC & AI high-growth businesses that will drive 

overall revenue growth for HPE. We have renamed our former HPC & MCS segment to HPC & 

AI to better reflect the nature of this business including our recent acquisition of Determined AI. 

We are making significant investments, both organic and inorganic, into these areas to capture 

the expanding, high-value market opportunity created by the explosion of data and data 

becoming the most precious asset of any enterprise.  

Third, we have several businesses that enable our edge-to-cloud as-a-service strategy. The two 

largest are HPE Financial Services and Advisory & Professional Services. They provide unique 

capabilities in both consulting and financing that are foundational to our differentiation and as-a-

Service offering.  

For each of these businesses, I’ll dive deeper into the financials, market opportunity, and 

execution priorities. 

 

Slide: Traditional segments are transitioning to as-a-Service 

Our Compute and Storage segments are critical to helping customers transition from their core 

infrastructure environments to an edge-to-cloud architecture as-a-service model.  

Compute is a $55B market that is growing low-to-mid single digits when you include China, and 

higher growth opportunities like private cloud, 5G and as-a-Service. It’s important to note that 

we don’t consolidate revenue in China from H3C, which is growing well above the overall 

compute market. From a market share standpoint, we expect to grow in-line or above the overall 

market when including H3C. We also capture tremendous value from China in our earnings 

through equity interest far beyond any of our multinational peers because of the unique 

structure of our business in this market.  

Beyond China, we will continue to focus on gaining share in the most profitable growth areas 

with effective market segmentation while streamlining our supply chain and operational 

processes for the high-volume, low touch business. To bridge to the future, we will deliver and 

leverage our edge-to-cloud platform to provide a cloud operating model for unified compute 

operations while scaling as-a-service offerings tailored to specific workloads. The result will be 

higher long-term margins, which we think can reach between 11-13% by FY24, rather than the 

10-12% we previously expected.  



In Storage, the TAM is $60B and growing 3% where we expect to deliver in-line to above market 

growth. We see higher growth opportunities in all-flash arrays, HCI, and data lifecycle services. 

This is why we are transitioning our portfolio to a cloud-native, software-defined data services 

business aligned to customer needs. We are also shifting the portfolio to our owned-IP offerings 

that provide richer margins due to the high content of unique software. We are integrating Zerto 

into our cloud data services offering which will enable us to capture the high-growth data 

protection as-a-service market. The increasing amount of software content in our offerings will 

enable us to deliver long-term operating profit margins above the high-end of our prior outlook of 

16-18%.  

The key takeaway here is that Compute and Storage have areas of growth within each segment 

and generate substantial cash flow that enables important investments in our higher growth 

businesses. 

 

Slide: Growth segments drive overall HPE growth ... 

We have been investing heavily in Intelligent Edge and HPC & AI, areas where we have very 

unique and differentiated assets that can drive growth for HPE with expanding profitability.  

The Intelligent Edge segment operates in a $48B market that is growing at a 4% CAGR. It is 

currently approaching a Rule of 40 business and will have strong momentum heading into FY22 

with record high levels of backlog. We expect further share gains to allow us to exceed market 

growth with best-in-class, platform-based differentiated solutions. These include our cloud-

native management platform Aruba Central, our Aruba Edge Services Platform and Silver Peak. 

Market tailwinds for us here include campus refreshes to better support remote work and the 

WiFi 6 migration that still has a ways to ramp. Much of our innovation, such as Aruba Central 

and SilverPeak, is in higher margin software solutions so we expect operating margins to 

improve over time beyond the level of high-teens observed today.  

While reported in our Corporate Investments segment, we also wanted to highlight our CMS 

business here since it’s an Edge opportunity with CMS as a global leader in telco solutions 

where we serve more than 300 operator customers. We believe a shift to Open RAN and the 

telco cloud in 5G will be a tailwind for us, as will the growth of edge computing at the cell site 

level.  

Our HPC & AI business plays in a $10B market that is growing at 11%. The trends are in our 

favor here given rising demand for AI/ML workloads and Big Data analytics. We expect to 

outpace market growth, given our #1 share in HPC and global leadership position in Exascale 

with a unique set of software and silicon assets. We will also enter FY22 with more than $2.5B 

of backlog and in addition we will begin delivering against the $2B contract over ten years 

awarded by the NSA.  

The Intelligent Edge and HPC & AI segments will help drive our mix of growth businesses, 

including as-a-Service from just under 25% today to more than 35% of our company revenue 

mix in FY24, which will position HPE for sustainable revenue growth with higher margins. 

 

 



Slide: Key enablers are critical to differentiating ... 

HPE benefits from a few key enablers that accelerate our strategy to become the Edge-to-Cloud 

company.  

HPE Financial Services is an incredibly well-run business and facilitates our as-a-service pivot 

in multiple ways. For customers, HPEFS creates investment capacity to accelerate their digital 

transformations and provides the financing capabilities in support of our Greenlake as-a-service 

offerings.  

HPEFS also plays a major role in promoting the circular economy with its best-in-class Asset 

Management business. HPEFS’s track record in managing the entire lifecycle of infrastructure 

assets from certified pre-owned down to recycling is second to none. From a financial 

perspective, we have been steadily improving margins by securitizing our portfolio via the ABS 

market that reduces our funding costs and diversifies our financing. Given the improvements, 

we expect HPEFS’s return on equity to increase from our prior target of 15%+ to now 18%+ 

demonstrating the strong returns it provides.  

Second, our Advisory & Professional Services business is strategically important. It helps 

customers navigate the intricacies of their multi-gen IT journey and enables customer adoption 

of as-a-service models. It is a critical sales motion that provides a lot of pull through revenue for 

our entire portfolio and increasingly our as-a-Service offerings where we expect more than 20% 

of future GreenLake orders to originate. We have been making good progress improving 

productivity and chargeability rates across the portfolio and expect to maintain consistent levels 

of profitability going forward.  

These businesses play critical roles delivering our edge-to-cloud, as-a-service strategy. 

 

Slide: Our pivot to aaS is accelerating … 

Our pivot to as-a-service is accelerating. The market is growing rapidly and we are capturing 

that growth with customers’ increased adoption of HPE’s edge-to-cloud offerings. This customer 

traction is reflected in strong growth across all the metrics we introduced to you last year at 

SAM.  

Our AAS orders have been very strong this year and we expect them to grow 55-60% in total for 

FY21.  

We have made significant progress since our analyst day last October by adding more than 200 

new enterprise Greenlake customers to a total of more than 1,100 today and increasing our 

current lifetime TCV of well over $5B. We also recently disclosed a $2B contract, to be realized 

over ten years, with the NSA to deliver high performance computing solutions through HPE 

GreenLake. This will help our orders grow even faster in FY22 and over the next three years we 

expect order growth of approximately 45% driven by Storage Cloud Data Services with Zerto, 

Silver Peak, and new workload-optimized offerings.  

As a reminder, our AAS revenue is different from our ARR because it includes non-recurring 

upfront infrastructure and services. We expect to grow AAS Revenues 35-40% in FY21 to 

roughly $1.2B. Today, based on our order strength, we now expect AAS revenue to grow at an 



accelerated 40-50% CAGR over the FY21-24 period to $3.5bn or approximately 12% of total 

HPE revenues.  

Finally, we are raising our 3-year ARR CAGR outlook to 35-45% from FY21 to FY24, given 

order strength to date, market momentum, and our leadership with new offerings. It was 

previously 30-40%. As a result, we expect ARR well in excess of $1B next year that more than 

doubles by FY24 to over $2.3B or approximately 8% of total HPE revenues. It’s also important 

to note that, unlike some of our competitors, HPE does not include the benefit of future M&A in 

our as-a-service growth rates. 

 

Slide: …with richer mix of high-value software… 

This recurring revenue stream is high-quality and high-margin. As mentioned in previous calls, 

we plan to demonstrate the richness of the offering and how it is becoming more and more 

valuable to both customers and investors by providing incremental disclosures around our ARR 

and our aaS business.  

As Antonio discussed, HPE Greenlake is a unique offering with an edge-to-cloud platform that 

gives customers full control over their data through a unified cloud experience.  

Beware of the imitations out there! This is much more than a simplistic hardware leasing model.  

These additional disclosures we are providing here highlight the composition of our as-a-service 

offerings, and show why GreenLake is unique.  

As you can see on the left, in our current FY21 mix we are already above a 60% mix of software 

and services. This is what enables our ARR gross margin to be well above our corporate 

average gross margins today.  

On the right-hand side of the chart, you will see not only are we growing ARR at a 35-45% 

CAGR, but the mix is becoming even more software-rich to bring our software and services 

content to over 75% of ARR. This enables us to expand ARR gross margins even further above 

today’s levels. We are doing this by adding more software capabilities including our new 

Storage Data Services with Zerto, further transformation of our Edge business to aaS including 

Silver Peak, and new workload solutions.  

The punchline is that our ARR is already well above corporate average gross margins and we 

are adding more and more high-value software content driving margins even higher. 

 

Slide: Our strategy delivers $6.5-7.0B ... 

In addition to driving margins, our strategy will translate to free cash flow growth.  

We have made tremendous progress in generating free cash flow in FY21. We have bounced 

back from the pandemic lows and already raised our free cash flow outlook by $600M since the 

beginning of the year primarily driven by operating profit expansion. We expect to deliver $1.5 to 

$1.7B in FY21 with the high-end of the range aligned to peak levels of free cash flow attained in 

FY19. As mentioned previously, our outlook also does not include the $2.35B of cash we have 

already received for the Itanium litigation.  



As we look forward, there are a few primary drivers of free cash flow growth worth noting. The 

first and most durable is operating profit growth from growing and more recurring revenue with 

better margins.  

The second is reduced cash payments for our prior restructuring plans that begin to wind down 

in FY22 and even further in FY23 before becoming immaterial thereafter. All of the 

transformation efforts to shift the mix of resources in our asset portfolio will enable us to self-

fund the investments needed to accelerate our edge-to cloud strategy.  

The other key driver of free cash flow will be growing HPE Financial Services lease volume 

which will require upfront working capital to support our high-growth as-a-service business with 

Greenlake but will significantly enhance future cash generation. It is very important to note that, 

the improvement in profitability in HPEFS is not only yielding an 18% ROE, but also positive in-

year FCF for the first time ever.  

As a result, we expect to grow free cash flow at a 15-20% CAGR in the coming years and 

generate between $6.5-7.0B of cumulative FCF between FY22 and FY24. To put it in 

perspective, a 15-20% FCF CAGR puts us in the top quartile of S&P 500 companies and cash 

generation in excess of $2B represents a FCF to equity yield in excess of 10% based on today’s 

share price.  

I would like to reinforce for you that we have line of sight to strong free cash flow generation 

over the next 3 years. 

 

Slide: Capital allocation balances long-term revenue ... 

We plan to deploy cash within our capital allocation framework to maximize shareholder value.  

To do this, we always follow a disciplined, returns-based capital allocation framework with a 

rigorous investment evaluation process that balances investments for growth with capital returns 

to shareholders.  

Our top priority remains investing in high ROI growth areas to capture the edge-to-cloud 

opportunity as much as possible while remaining committed to dividends and opportunistically 

repurchasing a significant amount of shares.  

We have invested both organically and inorganically to fuel innovation and drive revenue and 

further free cash flow growth. We will continue to prioritize our higher growth, higher margin 

businesses and you will see further investments in our as-a-Service business, next generation 

storage with Cloud Data Services and the Intelligent Edge.  

On the inorganic side, we have built a very successful track record of acquisitions going back to 

Aruba and more recent examples like Silver Peak, Determined AI, or Zerto. Our acquisitions 

have followed a disciplined, ROI-based framework and accelerate our edge-to-cloud as-a-

service strategy with unique IP for secure connectivity, cloud experiences, and data insights. 

We are also increasingly leveraging our Pathfinder ventures portfolio that has been very 

successful delivering top-quartile returns and accelerating our edge-to-cloud strategy with 

recent investments in Cellwize, vFunction and SingleStore.  



Beyond investments, returning consistent capital back to our shareholders remains an important 

element of focus in maximizing value for shareholders. We remain committed to dividends and 

expect to pay roughly $625M to shareholders in FY22, which represents a yield above 3%, in 

the top decile of our peer group. We will also repurchase shares of at least $500M in FY22, 

which is in addition to the up to $250M we will complete in Q4. In total, we will be returning at 

least 60% of free cash flow to shareholders in FY22, and potentially more based on the 

progress we make in executing our strategy.  

Moving forward beyond FY22, as the execution of our Edge-to-Cloud strategy accelerates and 

continues to gain traction, we will continue to balance growth investment with capital returns to 

shareholders.  

It’s also important to highlight that our balance sheet remains strong. Following the receipt of the 

cash from the Itanium litigation, we recently announced our intent to redeem early our $1bn 

4.65% coupon outstanding 2024 notes in a positive NPV transaction that is net debt neutral. 

The make whole premium paid will be a GAAP-only expense in Q4 and we will realize 

meaningful interest expense savings over the next three years. As a result, we will now be in an 

operating company net cash position of about $1B.  

You should take away is our capital allocation priorities balance long-term revenue and free 

cash flow growth with consistent returns to maximize shareholder value. 

 

Slide: Our edge-to-cloud strategy IS delivering revenue ... 

Let’s quickly recap our long-term value creation levers before we get into our FY22 outlook.  

First, we are improving our growth and margin profile through our portfolio mix to higher-growth 

and higher-margin segments.  

Second, our as-a-service momentum is accelerating with increasing software content to drive 

faster ARR growth at higher margins.  

And finally, our capital Allocation priorities balance investments to drive further long-term 

revenue and free cash flow growth while consistently returning capital to shareholders. 

 

Slide: FY22 Outlook Transition 

Now with that, let’s discuss the specifics of our FY22 Outlook. 

 

Slide: FY22 outlook reflects continued momentum exiting FY21 

With the long-term financial and current supply and demand dynamics in mind, let's discuss the 

key assumptions underpinning our outlook for next year.  

As we discussed upfront, the demand environment has been incredibly strong and accelerating 

in the second half of FY21 showing the strength of our edge-to-cloud offerings. We also 

continue to work through industry-wide supply chain constraints that will give us much higher 

than typical backlog levels exiting fiscal year 2021. We expect to work through these supply 



challenges in the coming quarters that has been factored into our outlook. With demand 

showing no signs of slowing down, we are entering FY22 with very solid momentum.  

From a top-line perspective, we expect to grow revenue near to top end of our long-term range 

and by up 3-4% year over year in constant currency. We currently expect just over a half point 

headwind to revenue based on current exchange rates. Furthermore, it’s also important to note 

that we have 1.0-1.5 points of headwind to revenue growth from our as-a-Service business 

which we want to grow as fast as possible given its favorable long-term financial profile.  

Looking at profitability, we expect to continue expanding gross margins from favorable mix shift 

and continue investing for growth aligned to our edge-to-cloud as-a-service strategy. As a result, 

we are targeting non-GAAP Operating Profit dollar growth of 10% to 15%.  

With regard to OI&E, which includes our equity interest in H3C, it is expected to be a $20-40M 

expense in total. This is a significant headwind versus FY21 which had several large, one-time 

gains associated with increased valuations in our Pathfinder ventures portfolio.  

We are maintaining our existing effective tax rate of 14% based on current laws but there could 

be some upward pressure to outer year’s tax-rate for multi-national companies if the recent 

proposals being contemplated become law.  

As a result, we expect our FY22 non-GAAP diluted net EPS to be between $1.96 and $2.10. 

We also expect free cash flow in FY22 to be between $1.8-2.0B, which reflects our operating 

profit growth and reduced restructuring payments somewhat offset by growing our as-a-Service 

business, and the buffering inventory measures we are taking to navigate the current supply 

chain environment.  

Bottom line, we feel good about the momentum we have entering the fiscal year and delivering 

a strong set of results for FY22. 

 

Slide: Edge-to-cloud AAS strategy drives long-term value creation 

So, before I turn it over to Q&A, I’d like to recap why we believe HPE is well positioned to 

maximize shareholder value.  

First, we have the right portfolio of assets to capitalize on the mega trends of edge, cloud, and 

data with our differentiated edge-to-cloud as-a-Service strategy.  

Second, we are accelerating our market leadership by winning customers as we help them 

bridge multi-generational IT environments and are driving strong performance in growth areas.  

All of this translates into an attractive financial profile with sustainable, long-term growth of 2-4% 

driven by our growth businesses in Edge and HPC & AI. In addition, our ARR is accelerating 

and growing at a CAGR of 35-45% which will give us more than $2.3B of ARR by FY24. This 

will put us in position to have more than 35% of our revenue coming from growth businesses. 

We will also have a better margin profile driven by the mix shift across the portfolio with more 

software content throughout our offerings.  



Ultimately, we are driving sustainable, profitable growth and free cash flow with our unique 

assets and strategic investments. This will deliver $6.5-7.0B of free cash flow over the next 

three years.  

We have the right strategy aligned to dominant market trends with the right financial architecture 

to maximize value for our shareholders.  

So, with that, I’ll turn it back to Andy to start the Q&A session. 

 

ANDY: 

Slide: Panel Intro 

Great, thank you Tarek. So just as a quick reminder before we jump into Q&A. All of the 

materials shared today are already posted to our IR website if you wish to download them. 

So, with that, let’s start the Q&A -- in addition to Tarek and Antonio, we also have key members 

of the management team available to answer questions. And we ask that each participant only 

ask one question with one follow-up 

Operator, first question please... 

Q&A 

-- 

ANTONIO: 

Slide: HPE Is a compelling investment opportunity  

Thank you for joining us. 

I hope today has given you insights about the growing profitable markets we are well positioned 

to capture – and the compelling investment opportunity presented by HPE.  


