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LT Debt $24766 mill.

CAPITAL STRUCTURE as of 6/30/12

Total Debt $32435 mill. Due in 5 Yrs $20927 mill.
LT Interest $700 mill.
(LT interest earned: 30.6x; total interest coverage:

(55% of Cap'l)

Pfd Stock None
Common Stock 1,142,774,594 shs.

MARKET CAP $234 hillion (Large Cap)

Pension Assets-12/11 $70.6 bill. Oblig. $83.8 bill.
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BUSINESS: International Business Machines Corporation is a
worldwide supplier of advanced information processing technology,
communication systems, services, and program products. 2011 rev-
enue breakdown: Global Technology Services, 38%; Global Busi-
ness Services, 18%; Systems and Technology, 18%; Software,
23%; Global Financing, 2%; Other, 1%. Foreign business: 65% of

2011 revenues; Research, 5.9%. '11 depreciation rate: 12.0%. Has
433,362 empl. Officers & directors control less than 1% of stock;
BlackRock, 5.2%; State Street, 5.4%; Berkshire Hathaway, 5.5%
(3/12 proxy). Chairman: Samuel J. Palmisano. Pres. & CEO: Vir-
ginia M. Rometty. Inc.: NY. Add.: New Orchard Road, Armonk, NY
10504. Tel.: 914-499-1900. Internet: www.ibm.com.
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QUARTERLY REVENUES ($ mill)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

21711 23250 23566 27231
22857 23724 24271 29018
24607 26666 26157 29486
24673 25783 25500 29044
24800 25800 26100 30300

95758
99870
106916
105000
107000
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EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

170 232 240 359
197 261 282 418
231 300 319 462
261 334 345 500
295 365 375 545

10.01
11.52
13.06
14.40
15.80
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QUARTERLY DIVIDENDS PAID B
Mar.31 Jun.30 Sep.30 Dec.31

Full
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2009
2010
2011
2012

40 .50 .50 .50
.50 .55 .55 .55
.55 .65 .65 .65
.65 .75 .75 .75

1.90
2.15
2.50
2.90

75 .85 .85

IBM had a mixed June quarter.
Reported revenues fell 3% due to currency
fluctuations (a negative $1 billion) and a
7% decline in computer hardware reve-
nues (due to the timing of the product
cycle and tough year-to-year comparisons
for its System x servers). But constant-
currency revenues rose 1%, with software
up 4%. Efforts to improve productivity and
the product mix widened margins. IBM
also bought back $3 billion of its stock,
which enhanced share net. Reported earn-
ings included $0.17 a share of acquisitions
and other noncash expenses.

Management looks for reported earn-
ings of at least $14.40 a share in 2012.
The company expects the currency situa-
tion to remain unfavorable in the second
half. Weak economic activity worldwide
and IBM'’s lower services backlog at mid-
year also suggest revenues over the rest of
2012 may decline modestly. But we expect
margins to widen a bit further given the
increasing contribution of software to the
product mix and ongoing productivity im-
provement initiatives. In 2013, IBM
should make more progress toward its goal
of earning $20 a share by 2015, aided by

efforts to build up its software business,
mix improvement, and share repurchases.
The first phase of IBM’'s sale of its
retail point-of-sale equipment busi-
ness to Toshiba was completed on
July 31st, with IBM retaining a 19.9% in-
terest in the venture. IBM received a por-
tion of the purchase price ($850 million) at
that time, will receive a second portion
next year, and the remainder in 2014 in
exchange for its 19.9% stake. IBM will lose
the operation’s revenues ($1.15 billion in
2011). Part of the gain on the sale, an es-
timated $300 million-$370 million after
tax, will be recognized in each year, but
may be offset by workforce rebalancing
costs. The transaction isn't expected to
reduce earnings by more than a penny or
two a quarter in the second half of 2012
and the 2013 first half.

IBM shares are suitable for conserva-
tive investors. Earnings have grown
steadily over the past decade. A large por-
tion of its business (software and services)
generates an annuity-like income stream.
But the timely stock’s strength discounts
much of its potential to mid-decade.
Theresa Brophy October 5, 2012

(A) Based on average shs. until '97, then
diluted. Excl. nonrecurring gains (losses):'02,
($1.89); 04, ($0.11); '05, ($0.34); gain (losses)
from discontinued operations; '03, ($0.02); '04,
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($0.01); 05, ($0.02); '06, $0.05. Quarters may | cember. = Dividend reinvestment plan avail-
not sum due to change in shares. Next earn- | able. (C) In mill., adj. for split. (D) Incl. In-
ings report mid-Oct. (B) Dividends historically | tangibles. In 11, $29.6 billion, $25.45/sh. In
paid in early March, June, September, and De- | '08, incl. $15.2 bill. retirement benefit plan loss.
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Company’s Financial Strength At++
Stock’s Price Stability 95
Price Growth Persistence 65
Earnings Predictability 100
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