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Abstract:
The Redmond, Wash., software company confirmed that it will work with AMD to create a version of the Windows operating system that works with Hammer, which is being renamed Opteron in versions for large server systems and will use AMD's existing Athlon brand in PCs. Microsoft still plans to keep supporting the rival Intel chip called Itanium as well as Hammer.

The job could get tougher. Intel, whose $200 billion market value is 50 times AMD's, has spent heavily on advanced manufacturing technology. Since AMD announced first-quarter results last week, its shares have fallen 20%, reflecting prospects that Intel will increase its performance lead and send chip prices downward. AMD's shares closed yesterday at $11.62, down 22 cents, in 4 p.m. New York Stock Exchange composite trading.

Hence the importance of Hammer, and Mr. [Jerry Sanders]'s interest in keeping Microsoft happy. Last week, he became Microsoft's opening witness in the current antitrust trial. He testified that Microsoft Chairman Bill Gates called him to ask for help, and that the two men discussed a possible announcement of Microsoft support for Hammer. But Mr. Sanders said there was no bargain involved. AMD and Microsoft have been working on software for Hammer "for years," Mr. Sanders said during a conference call last week.
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Jerry Sanders is Silicon Valley's most-famous follower. But he is leaving his successor a chance to become a leader.

Advanced Micro Devices Inc. is the scrappy semiconductor maker that Mr. Sanders founded 33 years ago. Now, its chance to become a trendsetter hinges on Hammer, a code name for the most original AMD chip line ever.

After years of emulating Intel Corp. to varying degrees -- a course that sometimes landed AMD in court -- Hammer, for the first time, adds to the basic set of computing instructions laid down by its archrival. That risky strategy got a major boost yesterday from none other than Microsoft Corp., Intel's longtime partner in defining how personal computers work.

The Redmond, Wash., software company confirmed that it will work with AMD to create a version of the Windows operating system that works with Hammer, which is being renamed Opteron in versions for large server systems and will use AMD's existing Athlon brand in PCs. Microsoft still plans to keep supporting the rival Intel chip called Itanium as well as Hammer.

Dave Cutler, a top Microsoft software architect, in prepared remarks said the AMD chip and Windows should be "a compelling value proposition."

It is a welcome retirement present for Mr. Sanders, 65 years old, who today gives up the chief executive title to President Hector de J. Ruiz. Mr. Sanders will remain chairman, but is expected to leave most day-to-day matters to his successor.

He will be missed, at least for entertainment value. An early salesman at the pioneering company Fairchild Semiconductor -- also the springboard for Intel's founders -- the silver-haired Mr. Sanders is known for parties, fancy cars and Los Angeles-area mansions.

He only recently quashed an apocryphal story that Fairchild fired him for calling on International Business Machines Corp. in a pink suit. "He said `I have never owned a pink suit,'" said John Greenagle, an AMD spokesman.

While Intel became known as the industry innovator, Mr. Sanders has reduced the gap. AMD, Sunnyvale, Calif., actually has been winning more patents than Intel lately, and the design of its Athlon chips is widely praised.

"When Jerry went head to head with Intel, a lot of people thought that was not a battle you could win," says Wilf Corrigan, another Fairchild veteran and CEO of LSI Logic Corp. "But he is leaving the company in pretty solid shape."

Mr. Ruiz, 56, joined AMD in 2000 after 22 years at Motorola Inc., where he was sometimes called "Hector the dissector" for ordering large-scale job cuts. Though he doesn't cut the flashy figure of Mr. Sanders, the soft-spoken executive has improved AMD's operating efficiency and cut a key deal to share production costs with Taiwan's United Microelectronics Corp.

But the job could get tougher. Intel, whose $200 billion market value is 50 times AMD's, has spent heavily on advanced manufacturing technology. Since AMD announced first-quarter results last week, its shares have fallen 20%, reflecting prospects that Intel will increase its performance lead and send chip prices downward. AMD's shares closed yesterday at $11.62, down 22 cents, in 4 p.m. New York Stock Exchange composite trading.

Hence the importance of Hammer, and Mr. Sanders's interest in keeping Microsoft happy. Last week, he became Microsoft's opening witness in the current antitrust trial. He testified that Microsoft Chairman Bill Gates called him to ask for help, and that the two men discussed a possible announcement of Microsoft support for Hammer. But Mr. Sanders said there was no bargain involved. AMD and Microsoft have been working on software for Hammer "for years," Mr. Sanders said during a conference call last week.

Microsoft and Intel insist their relations are better than ever. But documents from the trial showed how they squabble and flirt with other companies.

In 1997, for example, an e-mail from Mr. Gates showed that top Microsoft executives were impressed with a multimedia technology proposed by AMD, but were willing to withdraw support for it if Intel would back off from using Java software from Microsoft rival Sun Microsystems Inc.

AMD is hoping that Intel's Itanium will create another opening. In the early 1990s, Intel needed to catch up to rival chips that process 64 bits of data at a time rather than 32 bits, an important capability in heavy-duty computing chores. It labored with Hewlett-Packard Co. for years on a radical architecture that includes a new instruction set -- the basic list of functions a chip can carry out.

But the first chip using the Itanium technology wasn't shipped until last year, long after it was promised. And acceptable performance isn't expected until a new version, dubbed McKinley, arrives this summer.

Hammer is simpler. AMD added 64-bit additions to the x86 instruction set both companies have long used. That means that a single chip can run 32-bit software and, after booting another operating system, can also run 64-bit programs. The Itanium line, by contrast, only offers compelling power advantages with new 64-bit operating systems.

But Hammer faces a big hurdle. Though AMD has sold 200 million chips for PCs, it has never really cracked the server market. Two of the biggest potential customers for Hammer, H-P and Compaq Computer Inc., had pledged to standardize their high-end systems on Intel's Itanium even before their merger. And people close to Intel say it has its own plans for a separate 64-bit chip, though it isn't expected to discuss it unless Itanium falters.

"I'm very impressed with Hammer's technology," said Nathan Brookwood, an analyst with the market research firm Insight 64, in Saratoga, Calif. "But I'm very skeptical about AMD's ability to line up any credible larger server suppliers to build systems around Hammer."
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