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	Microsoft has revamped its MSN search engine and Hotmail email service as part of a $100m assault on rival Google. 

A major snag of Hotmail was that your account could cease to function as it became clogged up with junk mail. Google earlier this year launched a rival free Gmail service giving each user 1GB of storage. 

	Yahoo quickly offered its users 100MB of storage. Now Microsoft has responded by giving Hotmail users 250MB, plus free anti-virus scanning and the ability to send or receive 10MB attachments. Spam filtering has already been improved. Users of the premium Hotmail Plus service, costing Â£14.99 a year, will get 2GB of storage and a 20GB attachment ceiling. 

The MSN search engine, long overshadowed by Google, has been revamped so that it clearly separates sponsored and unsponsored links - an issue over which search engines have been much criticised. 

Perhaps more likely to pull in the punters is a facility that trawls more than 4,000 up-to-date news sources - a feature that until recently could cost thousands. The new engine also allows you to search Microsoft's Encarta Encyclopedia. 

Google is a comfortable leader in search-engine stakes with 48 per cent of hits, Yahoo is second with 20 per cent, MSN third with 14 per cent, and AOL trails with seven per cent, according to a survey by Insight Express. 

- Windows CE goes 'open source' - see page 18 

- .Net versus Java - page 30. 
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	Microsoft is allowing developers more scope to exploit the source code of Windows CE in a move clearly aimed at outflanking the challenge from Linux. 

Variations of CE are used in a wide variety of devices from smart phones to point-of-sale-systems. It is most common in devices doing a narrow set of tasks, a class of work for which Linux can most easily compete because it can be preconfigured by experts. 

	Access to CE source code has previously been limited to certain developers for non-commercial purposes. But with the release to manufacture this month of the latest version, CE 5, Microsoft has announced a two-tier program for what it calls commercial derivatives. 

All developers get access to 2.5 million lines of code; typically this would be exploited to tie the operating system more tightly to a particular device. 

Developers selling less than 5,000 'runtimes' - Windows CE code tailored for a particular task - are free to sell the altered code and retain ownership of it. 

Microsoft claims this puts CE ahead of Linux, with which all kernel modifications are available to anyone. 

But the case is altered for 'premium' developers, selling more than 50,000 runtimes, who get access to more source code but only six months of exclusive use of modifications - after which Microsoft has the option of including them in the operating system. This seems to mean Microsoft will own any changes that it likes. 

Karen Carter, embedded-devices group product manager at Microsoft, said: 'Everyone can now go and innovate. We are very excited about the possibilities.' 

The new version of Windows CE, codenamed Macallan, is said to be faster with improved driver support out of the box, better graphics for gaming devices, and support for remote monitoring. 

- Source code will help manufacturers tailor CE better to devices such as the Hitachi phone-enabled PDA. The Photoloom, a dynamic picture frame that can screen images from a Wifi-linked PC, is the kind of narrow focus application for which Linux is a more immediate competitor to Windows CE. http://www.photoloom.com. 
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	Microsoft has developed a software shield that can protect PCs against worm attacks soon after a threat emerges without the immediate need for a patch. The generic filter examines network traffic to and from the application affected by the worm, dropping any that tries to exploit a vulnerability. Microsoft researcher Helen Wang said patches will still be needed to prevent the shield hogging the processor as the number of worms grows; but she pointed out that nine in 10 exploit vulnerabilities for which patches are already available. 
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	Microsoft is to pay Linux developer Lindows $20m (Â£11m) to change its name and hand over various undisclosed domain names. 

The deal ends a court battle Microsoft launched three years ago over the name Lindows, which Microsoft claimed was too close to its trademark, Windows. The case hinged on whether the word 'windows' is generic. It predates the product as a term describing a desktop container: Xerox showed a product with overlapping windows as early as 1972. 

	Lindows chief executive Michael Robertson founded the company to develop a Linux-based interface that could rival Windows on the desktop, an unrealised dream of most big Linux developers. 

The latest version of Lindows Live is on the cover disc of this month's DVD edition of PCW. You can also read our verdict in the group test on page 135. 

Apple's successful Mac OSX, which is based on Unix rather than its cousin Linux, shows that it can be done successfully - and that Microsoft has reason to be looking over its shoulder. 

Robertson agreed to change his firm's name to Linspire, which it has been using since April. He gets a four-year royalty-free licence to some Windows Media components as part of the deal. He said: 'We are pleased to resolve this litigation on terms that make business sense for all parties.' 

Microsoft deputy general counsel Tom Burt commented: 'We are pleased that Lindows will now compete with a name distinctly its own.' 
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	(Distributed for Investrend Communications, Inc. via M2 Communications Ltd ( http://www.m2.com September 1, 2004. (FinancialWire) Appleâ€™s (NASDAQ: APPL) new iMac G5 is the thinnest desktop yet, with the entire computer integrated into a flat-panel display. The two models, one with a 17-inch and the other with a 20-inch screen, will support Microsoft (NASDAQ: MSFT) applications. It is sleeker than anything currently from Dell (NASDAQ: DELL) or Gateway (NASDAQ: GTW). Both have high-performance G5 processors up to 1.8 GHz. The entire computer, including processor, DVD drive, and hard-drive, is only two inches deep. It features five USB ports, and can support 802.11g Wi-Fi broadband wireless. The new computer will price at $1,299 to $1,899. For up-to-the-minute news, features and links click on http://www.financialwire.net FinancialWire is an independent, proprietary news service of Investrend Information, a division of Investrend Communications, Inc. 

	It is not a press release service and receives no compensation for its news or opinions. Other divisions of Investrend, however, provide shareholder empowerment platforms such as forums, independent research and webcasting. For more information or to receive the FirstAlert daily summary of news, commentary, research reports, webcasts, events and conference calls, click on http://www.investrend.com/contact.asp Listen to StreetSignalsâ„¢ (Investrend "ON-THE-AIR") "live" Saturdays from 9 p.m. to 10 p.m. on stations coast-to-coast, or live and archived on the web at http://www.BusinessTalkRadio.net, beginning October 2, 2004. The FinancialWire NewsFeed is now available in multiple formats to your site or desktop, free. Click on: http://www.investrend.com/XmlFeeds?level=268
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	Microsoft has decided to slash by 50% the price of its software in order to increase penetration in around 260,000 Peruvian households that have Internet connection, and also curb piracy rates of around 62%. The flag product for this campaign is the Office Edition 2003, which has a wide penetration within Peruvians. 
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	Microsoft Corp. said Wednesday it will exploit a network of 25,000 post offices in Japan to provide a free CD-ROM version of Windows XP Service Pack 2 with added security features from Oct. 1. 

The update will help computer users protect their machines from viruses and hackers, said the U.S. computer software giant. 

	A spokesman for Japan Post, which runs the post office network, said the Microsoft plan is a public service at a time when the Japanese government is promoting Internet security measures. 

Windows XP SP2 features the new Windows Security Center that allows users to check whether the operating system is safe, as well as the Windows Firewall that detects and guards against hacking, Microsoft said. 

From Thursday, the software will be available for free download from the Microsoft website. The CD-ROM version will also be provided at major consumer electronics stores, it said. 
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	BOSTON - (BUSINESS WIRE) - Sept. 1, 2004 - 

Outstanding Software and Academic Industry Leaders Spotlight Massachusetts as being at the forefront of Technology and Education 

	In his first visit to Boston in several years, Microsoft CEO Steve Ballmer keynoted the Massachusetts Software Council's annual fall membership meeting today. Ballmer addressed an audience of more than 700 members of the state's technology community, speaking about new technologies and trends, research and development plans for the next 10 years, the future of IT spending, and insights on partnering with Microsoft. Also speaking at the event was Dr. Jack Wilson, president of the five-campus, 60,000 student-strong University of Massachusetts, discussing strategies to elevate the state's university system. 

"Massachusetts is a real center for technology," said Steve Ballmer, Microsoft CEO. "The educational resources in Massachusetts are unparalleled, and we expect the next big thing to happen here as a result." 

"The research and development work and growing technology focus across the University of Massachusetts is a reflection of the technology industry's resurgence that we are seeing across the commonwealth," said Dr. Jack Wilson, president of the University of Massachusetts. "We are committed to working with government and business - and groups like the Massachusetts Software Council - to inspire and support technology entrepreneurs." 

The Massachusetts Software Council's fall membership meeting is one of the many forums that the group provides for the state's technology community -- from software and hardware, Internet, to communications, bio-IT and other emerging marketplaces. Throughout the year, the Council provides members with opportunities to help build relationships with key influencers, improve business skills, and learn from other entrepreneurs and seasoned executives who are facing similar challenges in today's business environment. 

"Steve reinforced a point that is essential to the software industry in Massachusetts - that we are putting technology to work to help people and businesses realize their potential," said Rock Gnatovich, president, Spotfire. "The work of Spotfire and other companies here in the state are providing proof of this everyday." 

"Having Steve keynote our fall membership meeting is a highest honor," said Paul Egerman, chairman of the Massachusetts Software Council. "Steve's visit to Boston marks an important milestone for the Council, and for the region's technology companies. It is a true validation of our breadth and depth in the industry." 

About the Massachusetts Software Council 

The Massachusetts Software Council is the leading technology trade association in the state, dedicated to assisting entrepreneurs in starting, managing and growing software companies and to helping Massachusetts software companies be successful in global markets. Currently there are approximately 600 member companies. Founded in 1985, the Council addresses the key issues faced by senior executives in running technology companies: growing revenues, improving the bottom line, securing funding, anticipating technology trends, and connecting with the network of people, ideas, and resources that can help them achieve success. 

	Topaz Partners Amy Krigman, 781-388-7900, ext. 203 akrigman@topazpartners.com or Massachusetts Software Council Carol Greenfield, 617-437-0600, ext. 14 carol@masoftware.org
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	LOS ANGELES (AFX) - Sales at Microsoft in fiscal 2005 won't be able to keep up with the gains seen in prior year even if technology spending continues to improve, the company said Wednesday in a regulatory filing. 

'While we expect general economic conditions to remain stable with the improvements seen in the second half of fiscal 2004, we expect PC and server unit shipment growth rates to decline in fiscal 2005 from the high growth rates in fiscal 2004,' Redmond, Wash.-based Microsoft said in a filing with the U.S. Securities and Exchange Commission. 

	In late July, the company predicted sales for 2005 range from $38.4 billion to $38.8 billion. That represents a rise of 4.3 percent to 5.4 percent from the $36.8 billion reported for 2004. 

Comparatively, Microsoft posted a rise in sales of just over 14 percent for 2004 compared to the prior year, which was up slightly from a full-year gain of 13.5 percent posted for 2003. 

Microsoft doesn't expect to reap the benefits of favorable exchange rates this year, which boosted its top line by over $1 billion in 2004. 

In its filing, Microsoft also said: 'We plan to continue our efforts to increase premium product mix but expect to see only modest improvements in fiscal 2005.' 

Microsoft shares closed higher by 9 cents, or 0.33 percent, at $27.39. 

This story was supplied by CBSMarketWatch. For further information see http://www.cbsmarketwatch.com. 
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	Microsoft is due to enter the music download market today with the launch of its online music store. It is a youth-oriented venture aimed at rival Apple's iTunes, in the same way that Microsoft's Xbox video games console has challenged the dominance of Sony's PlayStation. 

At the heart of its business, however, the world's biggest software company shows signs of middle-age. Its Windows operating system, still its flagship product after two decades, is reaching maturity. Weighed down by the baggage of the past, and burdened by the demands of its established network of customers, Windows has become ever harder to change. In turn, that makes it more difficult for Microsoft to be as innovative as it wants. 

	Evidence of this came a few days ago with the announcement that Longhorn, the next generation of Windows, will arrive in 2006, five years after Windows XP. That is later than planned, and Microsoft has made compromises even then. It has postponed a key element of Longhorn, a data-storage system called WinFS that would allow users to find documents and pictures on their computers more easily. 

Even Bill Gates, an ebullient cheerleader for the "super-cool" features of each Windows release, is having trouble disguising his disappointment. "The glass is three-quarters full," Microsoft's chairman told Cnet News, arguing that Longhorn's search capability would still be a big improvement on Windows XP. That has not stopped Microsoft's critics referring to Longhorn derisively as "Shorthorn" and "Foghorn". 

Whatever Longhorn's final shape, it is unlikely to generate the excitement of releases such as Windows 3.1 and Windows 95. Indeed, the tradition of the new release - a large package of bug fixes and new features - is in question. It is harder to make sweeping revisions to software when customers prefer tried and tested programs. 

The technical obstacle to changing Windows has grown as the program has got older and bulkier. Windows 1.0 was released in 1985 when Microsoft was trying to catch the Apple Macintosh computer; Windows XP now has an estimated 45m lines of code. Its size and complexity mean there is a risk that any new code could clash with the programme's older elements, creating bugs and security flaws. 

Microsoft has made life more difficult for itself by trying to ensure "backward compatibility" with programs written for previous versions of Windows. At a recent developers' conference, it showed an early version of Longhorn running VisiCalc, a spreadsheet program written in 1981. This encourages developers to write for Windows, at the price of making the system less flexible. 

The company also suffers from the sloppiness of some of its past practice. Although it has been single-minded and tough in dealing with competitors, its internal culture has been free-wheeling, even anarchic. It encouraged programmers working on different projects to compete for resources, allowing them to write code in the way they wanted, provided the end result looked good. 

"If the Office people did not like the way that Windows did something, they would do it in their own way," says Michael Cherry, a former Microsoft manager and now an analyst at Directions on Microsoft, a research group. With Mr Gates acting as "chief software architect" the company is trying to be more disciplined, but it still has to grapple with some needless complexity in its software. 

The other barrier to change is customer preference. When Windows was first released, the personal computer was largely what the name suggested and companies still relied on mainframes. This has now changed, making Microsoft more dependent on corporate sales of Windows and its Office applications suite. 

Corporations do not behave like retail customers, who tend to obtain the latest version of Windows pre-installed on new PCs. Companies must maintain their own software and are wary of "big bang" upgrades of something as essential as an operating system. Despite containing vital security patches, the current Service Pack 2 upgrade for Windows is likely to be installed only gradually. 

This change in customer demands has knock-on effects on Longhorn. Many software developers were wary of investing heavily in new programs that would run solely on Longhorn if companies were likely to switch from XP gradually. So Microsoft has promised that two other key elements of Longhorn - software to display three-dimensional images and a communications component - will also be available as XP upgrades. 

It is hard to fault the company for its responsiveness to customers and developers, but this has produced a curious result. Windows XP users have already been given security patches first intended for Longhorn, and will be eligible for two of its three best-known features. Of the Longhorn attractions that have been trailed most heavily, that leaves only WinFS, which is being left out of the program. 

Microsoft will thus face, to put it mildly, a challenge in persuading customers that they need Longhorn. Nobody need weep for a company suffering from market dominance and diminishing technological returns. But life was simpler in 1985, when it first went up against Apple with Windows 1.0. No wonder it likes the sound of online music. john.gapper@ft.com 
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