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  An	
  increasingly	
  popular	
  topic	
  in	
  the	
  technology	
  world	
  is	
  
“cloud	
  compu=ng.”	
  	
  	
  I’d	
  like	
  to	
  walk	
  you	
  through	
  what	
  I	
  believe	
  are	
  
some	
  of	
  the	
  important	
  investment	
  implica=ons	
  of	
  this	
  concept.	
  	
  For	
  a	
  
more	
  detailed	
  explana=on	
  of	
  the	
  subject	
  you	
  can	
  go	
  to	
  Wikipedia.com	
  
or	
  Wha=s.com.	
  

To	
  abbreviate	
  Wikipedia’s	
  defini=on:	
  	
  “cloud	
  compu=ng”	
  is	
  a	
  style	
  of	
  
compu=ng	
  that	
  is	
  scalable,	
  oNen	
  virtualized,	
  and	
  provided	
  as	
  a	
  service	
  
over	
  the	
  Internet.	
  	
  This	
  means	
  companies	
  can	
  use	
  web-­‐based	
  
resources	
  to	
  supply	
  many	
  of	
  their	
  compu=ng	
  needs	
  rather	
  than	
  
purchase	
  equipment	
  and	
  soNware	
  on	
  premises.	
  	
  

One	
  advantage	
  is	
  you	
  can	
  u=lize	
  just	
  what	
  you	
  need,	
  even	
  if	
  your	
  
demand	
  rises	
  and	
  falls	
  fairly	
  drama=cally.	
  	
  Another	
  plus	
  is	
  cost.	
  	
  You	
  aren’t	
  purchasing	
  equipment	
  and	
  
soNware	
  that	
  involves	
  a	
  major	
  upfront	
  expenditure	
  and	
  may	
  end	
  up	
  under-­‐u=lized.	
  	
  Also	
  important	
  is	
  its	
  
availability	
  to	
  desktops	
  in	
  various	
  loca=ons.	
  	
  It	
  is	
  accessed	
  via	
  a	
  web	
  browser.	
  	
  And,	
  when	
  soNware	
  is	
  
upgraded,	
  you	
  don’t	
  have	
  to	
  make	
  the	
  change	
  yourself,	
  it	
  is	
  done	
  for	
  you	
  by	
  the	
  host	
  provider.

The	
  reference	
  in	
  the	
  defini=on	
  to	
  virtualiza=on	
  has	
  to	
  do	
  with	
  the	
  way	
  a	
  provider	
  manages	
  programs	
  on	
  
its	
  servers.	
  	
  Essen=ally,	
  servers	
  are	
  par==oned	
  into	
  separated	
  and	
  isolated	
  “virtual	
  machines”	
  which	
  
simulate	
  mul=ple	
  machines	
  within	
  one	
  computer.	
  	
  Even	
  different	
  opera=ng	
  systems	
  can	
  run	
  
simultaneously	
  within	
  a	
  “virtual	
  machine.”	
  	
  Also,	
  such	
  machines	
  can	
  easily	
  be	
  migrated	
  to	
  higher	
  level	
  
servers	
  or	
  cloned	
  and	
  deployed	
  quickly	
  in	
  another	
  seVng.	
  

Cloud	
  compu=ng	
  services	
  are	
  supplied	
  in	
  three	
  specific	
  areas.	
  	
  The	
  first	
  is	
  Infrastructure-­‐as-­‐a-­‐Service.	
  	
  
This	
  takes	
  form	
  as	
  compu=ng	
  capability	
  managed	
  by	
  a	
  provider	
  and	
  supplied	
  to	
  businesses.	
  	
  Amazon	
  
Web	
  Services	
  is	
  the	
  most	
  oNen	
  men=oned	
  company	
  currently	
  providing	
  this	
  capability.	
  	
  Think	
  about	
  
when	
  you	
  go	
  to	
  purchase	
  a	
  product	
  from	
  them.	
  	
  They	
  offer	
  their	
  best	
  price,	
  but	
  also	
  allow	
  others	
  to	
  sell	
  
on	
  their	
  network.	
  	
  Amazon	
  maintains	
  the	
  infrastructure,	
  but	
  others	
  get	
  to	
  use	
  it.

PlaZorm-­‐as-­‐a-­‐service	
  is	
  the	
  second	
  cloud	
  model.	
  	
  It	
  provides	
  a	
  compu=ng	
  plaZorm,	
  such	
  as	
  hardware	
  
and	
  soNware	
  layers,	
  used	
  by	
  developers	
  for	
  building	
  and	
  delivering	
  web	
  applica=ons	
  and	
  services	
  over	
  
the	
  Internet.	
  	
  It	
  is	
  a	
  fast	
  and	
  cost	
  effec=ve	
  way	
  for	
  companies	
  to	
  get	
  their	
  applica=ons	
  to	
  market.

SoNware-­‐as-­‐a-­‐service	
  is	
  the	
  third	
  cloud	
  model.	
  	
  In	
  this	
  case,	
  a	
  provider	
  licenses	
  a	
  soNware	
  applica=on	
  to	
  
customers	
  as	
  a	
  service	
  on	
  demand,	
  or	
  as	
  needed.	
  	
  Everything	
  needed	
  to	
  run	
  that	
  soNware	
  is	
  supplied	
  
over	
  the	
  Web.	
  	
  MicrosoN,	
  SAP	
  Business	
  By	
  Design,	
  and	
  Google	
  Apps	
  provide	
  such	
  services.	
  	
  Customers	
  
accrue	
  efficiencies	
  by	
  reducing	
  the	
  cost	
  of	
  soNware	
  licenses	
  and	
  computer	
  equipment	
  that	
  may	
  or	
  may	
  
not	
  be	
  fully	
  u=lized	
  throughout	
  the	
  day.	
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Hopefully,	
  you’ve	
  stayed	
  with	
  me	
  this	
  far.	
  	
  If	
  so,	
  it’s	
  important	
  to	
  recognize	
  “cloud	
  compu=ng”	
  as	
  an	
  
important	
  trend.	
  	
  There	
  are	
  s=ll	
  cri=cal	
  issues	
  to	
  work	
  through	
  regarding	
  open	
  architecture	
  and	
  security,	
  
but	
  the	
  concept	
  is	
  being	
  u=lized	
  now	
  and	
  is	
  expected	
  to	
  be	
  expanded	
  drama=cally	
  in	
  coming	
  years.	
  	
  

How	
  do	
  we	
  know	
  it	
  is	
  going	
  to	
  be	
  big?	
  	
  All	
  you	
  have	
  to	
  do	
  is	
  note	
  how	
  leading	
  companies	
  have	
  started	
  to	
  
posi=on	
  themselves	
  in	
  recent	
  weeks.	
  	
  Cisco	
  Systems	
  has	
  announced	
  it	
  is	
  going	
  to	
  start	
  providing	
  network	
  
servers.	
  	
  Oracle	
  has	
  announced	
  its	
  intent	
  to	
  acquire	
  Sun	
  Microsystems.	
  	
  It’s	
  generally	
  believed	
  they	
  want	
  
the	
  company’s	
  soNware	
  and	
  server	
  products	
  to	
  beber	
  serve	
  the	
  “cloud	
  compu=ng”	
  market.	
  	
  IBM	
  
unveiled	
  new	
  “cloud-­‐based”	
  products	
  at	
  its	
  IMPACT	
  2009	
  conference	
  last	
  week	
  and	
  =ghtened	
  its	
  
rela=onship	
  with	
  Amazon.	
  	
  Its	
  most	
  intriguing	
  new	
  product	
  is	
  a	
  pizza-­‐box	
  size	
  “WebSphere	
  Cloud	
  Burst”	
  
appliance.	
  	
  It	
  even	
  announced	
  a	
  private	
  cloud	
  service	
  to	
  provide	
  companies	
  with	
  business	
  process	
  
modeling	
  (BPM).

The	
  key	
  players	
  in	
  this	
  space	
  are	
  IBM,	
  MicrosoN,	
  Oracle,	
  Cisco	
  Systems,	
  and	
  Hewleb-­‐Packard.	
  	
  Those	
  
suppliers	
  who	
  provide	
  the	
  best	
  products	
  and	
  services	
  to	
  this	
  market	
  will	
  be	
  posi=oned	
  for	
  years	
  of	
  
success.	
  	
  Those	
  leN	
  out	
  will	
  see	
  demand	
  for	
  their	
  soNware	
  and	
  servers	
  reduced	
  as	
  customers	
  use	
  them	
  
more	
  efficiently	
  in	
  a	
  “cloud”	
  environment.	
  	
  

I’ve	
  provided	
  this	
  informa=on	
  to	
  you	
  because	
  I	
  believe	
  you’ll	
  be	
  hearing	
  much	
  more	
  about	
  “cloud	
  
compu=ng”	
  in	
  the	
  near	
  future.	
  	
  Our	
  goal	
  is	
  to	
  iden=fy	
  stocks	
  most	
  likely	
  to	
  perform	
  well	
  as	
  their	
  
companies	
  win	
  share	
  and	
  grow	
  profits	
  in	
  this	
  marketplace.	
  	
  Right	
  now	
  three	
  –	
  IBM,	
  Oracle,	
  and	
  Cisco	
  
Systems	
  -­‐-­‐	
  are	
  on	
  our	
  Select	
  List.	
  	
  We	
  will	
  con=nue	
  to	
  track	
  “cloud”	
  developments	
  to	
  stay	
  in	
  front	
  of	
  this	
  
exci=ng,	
  compu=ng	
  trend.

If	
  you	
  have	
  any	
  ques=ons	
  or	
  comments,	
  please	
  contact	
  me.	
  	
  And,	
  of	
  course,	
  don’t	
  keep	
  us	
  a	
  secret.	
  	
  
Men=on	
  IAM	
  to	
  a	
  friend,	
  family	
  member,	
  or	
  co-­‐worker.	
  	
  We	
  would	
  be	
  delighted	
  if	
  you	
  shared	
  our	
  web	
  
comments	
  with	
  anyone	
  you	
  think	
  would	
  benefit	
  from	
  them.	
  

Investors	
  Asset	
  Management,	
  Inc.	
  carefully	
  researches	
  each	
  investment	
  recommenda3on.	
  The	
  sources	
  of	
  our	
  informa3on	
  are	
  believed	
  to	
  be	
  
accurate	
  but	
  cannot	
  be	
  guaranteed.	
  We	
  advise	
  readers	
  not	
  to	
  assume	
  that	
  future	
  results	
  will	
  be	
  profitable	
  or	
  equal	
  past	
  performance	
  made	
  by	
  
our	
  organiza3on,	
  and	
  that	
  there	
  is	
  risk	
  involved	
  in	
  any	
  form	
  of	
  investment.
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compliance with the current registration and notice filing requirements imposed upon registered investment advisers by those states in which IAM maintains clients.  IAM may only 
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