Microsoft is getting ready to
host Elon Musk'’s Grok AI
model

Microsoft has been instructing engineers working on its AI
infrastructure to get ready to host Elon Musk’s Grok AI model,
according to a trusted source familiar with the plans. In
recent weeks Microsoft has been in discussions with xAI to
host the Grok AI model and make it available to customers and
Microsoft’s own product teams through the Azure cloud service.
The move could prove controversial internally and further
inflame tensions with Microsoft’s partner OpenAl.

I'm told that if the deal proceeds, Grok will be available on
Azure AI Foundry, Microsoft’'s AI development platform that
gives developers access to AI services, tools, and pre-built
models in order to build AI applications and agents. This will
allow developers to tap into Grok and use it within their
apps, and for Microsoft to potentially use the AI model across
its own apps and services. Microsoft refused to comment for
this story.

Microsoft has been steadily growing its Azure AI Foundry
business over the past year, and has been quick to embrace
models from a variety of AI labs that compete with Microsoft’s
partner OpenAI. DeepSeek, the Chinese startup that shook up
the world of AI earlier this year, forced Microsoft to move
quickly to embrace its supercheap R1l model. The DeepSeek
deployment on Azure AI Foundry was unusually fast for
Microsoft, as I reported previously in Notepad, with Microsoft
CEO Satya Nadella moving with haste to get engineers to test
and deploy R1 in a matter of days.
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I understand Nadella has been pushing for Microsoft to host
Grok, as he'’s eager for Microsoft to be seen as the hosting
provider for any popular or emerging AI models. Microsoft’s
Azure AI teams are constantly having to onboard new models or
procure hardware that unlocks even more AI capabilities, in
Microsoft’'s bid to build an AI platform and turn AI agents
into a digital workforce.

“AlLl of the systems that we’ve built for 50 years need to
apply to AI agents,” said Asha Sharma, corporate vice
president of Microsoft’s AI platform, in an interview with The
Verge last month. “For Azure AI Foundry we’re thinking about
how we evolve to become the operating system on the backend of
every single agent.”

Making Grok available to developers through Azure is part of
Microsoft’s goal to become that important infrastructure and
platform behind AI models and AI agents, but it doesn’t mean
AI labs are turning to Microsoft for their AI model training
needs. XAI chief Elon Musk reportedly canceled a potential $10
billion server deal with Oracle last year, and posted on X at
the time that xAI would be moving to train its future models
“internally” instead of relying on Oracle servers.

It’s not clear if Microsoft will secure an exclusive deal on
hosting the Grok AI model, or whether competitors like Amazon
will also be able to host the model. I understand that
Microsoft is looking at only providing capacity to host the
Grok model, and not the servers for training future models.

Microsoft’'s move to host Musk’s Grok AI model could create
some tension internally at the company, particularly given his
involvement in the controversial Department of Government
Efficiency (DOGE) project. Musk has said he will step back
from his work at DOGE at some point this month, and an
announcement of Grok on Azure may well come at Microsoft'’s
Build developer conference on May 19th.
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Beyond DOGE concerns, hosting Grok could also further inflame
tensions in Microsoft’s partnership with OpenAI. The ChatGPT
maker countersued Musk earlier this month over claims that the
Tesla boss is using “bad-faith tactics to slow down OpenAI.”
Elon Musk and OpenAI have been in a rather public spat,
stemming from Musk's messy breakup with the AI lab he helped
to co-found.

At the same time, there have been multiple reports of tensions
between Microsoft and OpenAI over capacity requirements and
access to AI models. Just this week, The Wall Street Journal
reported that Nadella and OpenAI CEO Sam Altman are “drifting
apart,” and that Nadella’s hiring of Mustafa Suleyman last
year was an “insurance policy against Altman and OpenAI.”

Suleyman and his Microsoft AI team have reportedly been
working on building AI models that can compete directly with
OpenAI, but without much success. That’s led to Microsoft
continuing to rely on OpenAI for most of its AI features in
Office and Copilot. I understand Microsoft had also been
anticipating OpenAI’s GPT-5 model this month, but OpenAl’s
schedule has been all over the place in recent weeks with
delays to new model announcements and capacity issues after
the success of its upgraded image generation. It’'s now
unlikely that GPT-5 will appear this month, I'm told.

Hosting Grok on Azure is another clear sign that Microsoft is
willing to look elsewhere for AI models. Microsoft-owned
GitHub Copilot already supports models from Anthropic and
Google, in addition to OpenAI. So, it’s not inconceivable that
one day the main Copilot will also let you pick from a variety
of competing AI models, especially if it helps further
Microsoft’s ambition to become the number one destination for
AI developers and users.

= Microsoft launches Recall and AI-powered Windows search
for Copilot Plus PCs. Microsoft has finally launched
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Recall, after nearly a year of delays. The feature,
which screenshots almost everything you do on a Copilot
Plus PC, is now available alongside an improved AI-
powered Windows search interface and a new Click to Do
feature that’s very similar to Google’s Circle to
Search. I spent a few weeks testing Recall last year and
found it was creepy, clever, and compelling.

=Microsoft is raising prices on Xbox consoles,
controllers, and games worldwide. Starting today, the
price of an Xbox Series S / X console is going up, as
well as controllers. The Xbox Series S (512GB) model is
moving from $299.99 to $379.99, a price hike of $80. The
Xbox Series X (1TB) is increasing to $599.99, up $100
from the existing $499.99 pricing. Microsoft 1s even
warning that some first-party Xbox games will increase
from $69.99 to $79.99 later this year, but Xbox Game
Pass pricing is remaining the same, for now.

- Windows 11’s voice typing will soon let you turn off the
***xjng profanity filter. Microsoft is changing how the
profanity filter for voice typing works on Windows 11.
Soon you’'ll be able to disable the filter and let all
your nasty swear words be free like nature intended.
Windows Insiders can access a new toggle to disable the
profanity filter in Dev and Beta Channel builds, which
suggests it’ll be available to all Windows 11 users in
the coming months.

-Up to 30 percent of some Microsoft code is now written
by AI. Nadella appeared on stage at Meta’s LlamaCon this
week to discuss the company’s use of AI models with Meta
CEO Mark Zuckerberg. “I’'d say maybe 20 to 30 percent of
the code that is inside of our repos today in some of
our projects are probably all written by software,”
revealed Nadella. It’s not clear how Microsoft 1is
measuring this or how much code is involved, but it'’s
similar to a claim Google CEO Sundar Pichai made last
year.

= Microsoft reports strong cloud growth in Q3 earnings.


https://www.theverge.com/news/656106/microsoft-recall-copilot-plus-pc-available
https://www.theverge.com/news/656106/microsoft-recall-copilot-plus-pc-available
https://www.theverge.com/2024/12/12/24319609/microsoft-recall-hands-on-notepad
https://www.theverge.com/news/659430/microsoft-xbox-console-controller-game-price-increases-worldwide
https://www.theverge.com/news/656453/microsoft-windows-11-profanity-filter-voice-typing-swearing
https://www.youtube.com/watch?v=FZ-RZ0dKO8o&t=2633s
https://www.theverge.com/2024/10/29/24282757/google-new-code-generated-ai-q3-2024
https://www.theverge.com/2024/10/29/24282757/google-new-code-generated-ai-q3-2024

It's another strong quarter for Microsoft on the back of
larger than expected cloud growth. Overall Microsoft
Cloud revenue reached $42.4 billion, up 20 percent year
over year. Microsoft also offered some brief insights
into the tariff situation, noting that its own Windows
OEM revenue growth was partly down to “inventory levels
remaining elevated due to tariff uncertainty.” Gaming
revenue was up, as well as Xbox content and services,
but Xbox hardware revenue was down again (albeit not as
badly as previous quarters).

The Maps app for Windows is disappearing soon. Microsoft
is removing the Maps app from the Microsoft Store in
July, and pushing out an update that makes it
nonfunctional. The Maps app was first unbundled with the
24H2 release of Windows 11, so it was only a matter of
time before Microsoft fully killed it off.

Microsoft Edge is getting security connectors for
businesses. Microsoft has built a security framework for
its Edge browser that will let businesses connect it up
to authentication and data loss prevention providers.
Microsoft has partnered with Cisco, CrowdStrike,
Symantec, RSA, and others to launch connectors for Edge.

Microsoft announces new European digital commitments.
Microsoft president Brad Smith was in Brussels this week
to announce the company’s new European commitments.
Chief among them is a commitment to “uphold Europe’s
digital resilience even when there is geopolitical
volatility.” That’s a clear reference to the Trump
administration, and Microsoft is willing to go to court
over it. “In the unlikely event we are ever ordered by
any government anywhere in the world to suspend or cease
cloud operations in Europe, we are committing that
Microsoft will promptly and vigorously contest such a
measure using all legal avenues available, including by
pursuing litigation in court,” says Smith.

Towerborne arrives on Xbox. PC players have been
enjoying early access to Towerborne on Steam for months
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now, and this week Xbox players now get to try out the
looter brawler in Xbox Game Preview. Stoic has been
developing the game in a partnership with Xbox Game
Studios, and a full free-to-play launch will come after
feedback has helped shape the game to a 1.0 release.

= Microsoft’s big AI hire can’t match OpenAI. Microsoft’s
big push to make Copilot more friendly to consumers
hasn’'t had much success, apparently. Newcomer reports
that Copilot has been stuck on 20 million weekly users
over the past year. This has reportedly put pressure on
Microsoft AI CEO Mustafa Suleyman, who joined the
company last year, to turn things around. Microsoft AI
is also reportedly developing its own AI models to
reduce the reliance on OpenAI, but training runs haven’t
gone well.

I'm always keen to hear from readers, so please drop a comment
here, or you can reach me at notepad@theverge.com if you want
to discuss anything else. If you’'ve heard about any of
Microsoft’'s secret projects, you can reach me via email at
notepad@theverge.com or speak to me confidentially on the
Signal messaging app, where I'm tomwarren.0l. I'm also
tomwarren on Telegram, if you’'d prefer to chat there.

Thanks for subscribing to Notepad.
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