Receivables 29561.0 30578.0 28836.0
Inventory (Avg Cst) 2595.0 2287.0 2389.0

Other 6850.0 5439.0 6329.0
Current Assets 50928.0 49433.0 47911.0
Accts Payable 8517.0 7952.0 6821.0
Debt Due 8463.0 9181.0 7830.0
Other 25143.0 26492.0 26386.0

Current Liab. 42123.0 43625.0 41037.0

worldwide supplier of advanced information processing technology,
communication systems, services, and program products. 2012 rev-
enue breakdown: Global Technology Services, 38%; Global Busi-
ness Services, 18%; Systems and Technology, 17%; Software,
24%; Global Financing, 2%; Other, 1%. Foreign business: 57% of
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BlackRock, 5.08%; State Street, 5.5%; Berkshire Hathaway, 6.03%
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IBM’s revenue continued declining in
the June quarter. Its software revenues

rose 4%, but services and hardware (ex-
cluding a divested business) fell 3% and
8%, respectively. A workforce rebalancing
charge ($0.65 a share) also contributed to
the unfavorable earnings comparison.

Top-line progress in the year ahead
probably will be slow. Currency head-
winds, which lowered June-quarter reve-

nues by 2%, are expected to worsen. And
the Power systems and Asian markets
probably will remain challenging. But IBM
had a good software pipeline at mid-2013.

The services backlog has grown. And IBM
finished restructuring its low-margin out-

sourcing contracts, so the initiative should
no longer be a drag on services revenues.

Meanwhile the significant divestiture
gain, which IBM had been counting
on to offset the workforce rebalancing

charge, is now not expected to be real-
ized in 2013. To be sure, the rebalancing

ANNUAL RATES Past Past Est'd '10-'12
of change (persh) 10 Yrs. 5Yrs.  to'16-'18
Revenues 6.0% 7.0%  5.0%
“Cash Flow” 9.5% 12.5% 6.5%
Earnings 12.0% 16.0% 7.5%
Dividends 18.0% 21.0%  9.5%
Book Value 35% -25% 23.0%
Cal- QUARTERLY REVENUES (8 mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2010 |22857 23724 24271 29018 |99870
2011 24607 26666 26157 29486 [06916
2012 |24673 25783 24747 29304 (104507
2013 |23408 24924 24500 29168 (102000
2014 24000 25500 25000 30000 {04500
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2010 | 197 261 282 418 | 1152
2011 | 231 300 319 462 | 13.06
2012 | 261 334 333 513 | 1437
2013 | 270 291 370 579 | 1510
2014 | 295 330 400 6.00 | 16.25
Cal- | QUARTERLY DIVIDENDS PAID Ba Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2009 .50 .55 .55 .55 2.15
2010 .55 .65 .65 .65 2.50
2011 .65 75 75 75 2.90
2012 75 .85 .85 85 3.30
2013 .85 .95

effort may generate some cost savings in
the second half. Tax settlements might lift
December-quarter results. Too, IBM had
$7.7 billion of a buyback authorization left
at mid-2013, so stock repurchases are like-

ly to enhance share net. But IBM now
looks for reported earnings in 2013, in-
cluding charges for workforce rebalancing,
as well as the usual acquisitions and
retirement expenses (estimated at $1.17 a
share in 2013), of at least $15.08 a share,
down from its April forecast of $15.53. In
2014, strength in software, modest growth
in services revenues, and the absence of
the workforce rebalancing charge should
support better earnings growth. Still,
we've trimmed our share-net estimates for
2013 and 2014 by $0.15 and $0.30, to
$15.10 and $16.25, respectively.

Unless revenue growth accelerates,
IBM may have to push hard to reach
its goal of earning $20 a share by 2015,
before acquisitions/retirement costs
($18-$19 a share on a reported basis). But
developing nation markets should be in
better shape by the latter half of the
decade, and growth areas (like analytics)
ought to contribute a larger portion of rev-
enues over time. The Dow stock is timely,
ranks 1 (Highest) for Safety, and its
worthwhile total return potential to 2016-
2018 may interest patient investors.
Theresa Brophy October 4, 2013

(A) Based on average shs. until '97, then | ($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 millions. (D) Incl. Intangibles. In Q2,
($1.89); '04, ($0.11); '05, ($0.34); gain (losses) | ings report mid-Oct. (B) Dividends historically |13, $32.3 billion, $29.45/sh. (E) In 08, incl.
paid in early March, June, September, and De-
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diluted. Excl. nonrecurring gains (losses):'02,

from discontinued operations; '03, ($0.02); '04,
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$15.2 bill. retirement benefit plan loss.
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