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LT Debt $35563 mill.

CAPITAL STRUCTURE as of 9/30/16

Total Debt $42483 mill. Due in 5 Yrs $24917 mill.
LT Interest $970 mill.
(LT interest earned: 15.4x; total interest coverage:

(73% of Cap’l)

Pfd Stock None
Common Stock 950,854,551 shs.

MARKET CAP $159.4 billion (Large Cap)

Pension Assets-12/15 $87.6 bill. Oblig. $103.1
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27.1% | 29.1% | 72.4% | 46.4% | 50.3% | 61.2% | 68.0% | 54.5%
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BUSINESS: International Business Machines Corporation is a
worldwide supplier of technology and business services, software,
and systems hardware. 2015 revenue breakdown: Global Technol-
ogy Services, 39%; Global Business Services, 21%; Systems
Hardware, 9%; Software, 28%; Global Financing, 3%. Foreign busi-
ness: 53% of 2015 revenues; Research, 6.4%. '15 depreciation

rate: 13.1%. Had 377,757 employees on 12/31/15. Officers & direc-
tors control less than 1% of stock; Berkshire Hathaway, 8.4%; Na-
tional Indemnity Company, 6.1%; BlackRock, 5.3%; State Street,
5.1% (3/16 proxy). Chairman, Pres. & CEO: Virginia M. Rometty.
Inc.: NY. Address.: New Orchard Road, Armonk, NY 10504. Tel.:
914-499-1900. Internet: www.ibm.com.
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EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

270 291 368 573
243 423 346 554
244 358 302 459
209 261 298 457
210 265 300 475
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13.60
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QUARTERLY DIVIDENDS PAID B
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Full
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2015
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.85 .95 .95 .95
9 110 110 110
110 130 130 130
130 140 140 140

330
3.70
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5.00

IBM’s September-quarter perform-
ance was flattish. Revenues slipped less
than 1% year to year. Cognitive Solutions
(software) revenues rose 5%, led by
analytics, including Watson, a super-
computer with many human cognitive
abilities, like the ability to process natural
language. And Technology Services/Cloud
Platforms revenues inched 1% higher. But
Global Business Services revenues (includ-
ing traditional consulting) slipped 2%, and
Systems revenues fell 21%, due partly to a
normal decline in sales of zSystems serv-
ers seven quarters after the product's
debut and owing to transitions in the
Power systems and storage systems
businesses. Currency shifts were a slight
positive.

Meanwhile, the gross margin con-
tracted two percentage points, reflect-
ing higher investment in IBM’s
businesses, including acquisitions,
and a shift to software-as-a-service,
which is ramping up. But net income
benefited from a lower tax rate, and stock
repurchases ($900 million in the period)
enhanced reported share net, which nearly
matched the year-earlier tally.

We think the company ended 2016 on
a similar note, and look for a little
bottom-line improvement in 2017. In
the software business, newer markets
(analytics, cloud computing, mobility, and
information security) accounted for 40% of
revenues in the trailing 12 months, and
management looks for continued rapid
growth in these strategic areas. IBM con-
tinues to find new applications for Watson
technology. Too, good signings and healthy
backlog in Global Technology services in
the September quarter position the compa-
ny favorably for the next couple of
quarters. To be sure, competition remains
intense and investment spending may
remain high, pressuring margins in the
year ahead (but positioning IBM for faster
growth over the long haul). In all, a
meaningful turnaround in IBM's fortunes
probably will take another year or two.
The stock’s Timeliness rank has risen
a notch, to 2 (Above Average). And the
issue’s decent dividend yield may appeal
to income-oriented investors. But IBM
shares have only modest total return
potential to 2019-2021.

Theresa Brophy December 30, 2016

(A) Based on diluted shs. Excl. nonrecurring | to change in shs. Next earnings report mid-Jan.
gains (losses) from discontinued operations; | (B) Dividends historically paid in early March, | $40.31/sh. (E) In ‘08, incl. $15.2 bill. retirement

'03, ($0.02); '04, ($0.01); '05, ($0.02); '06, | June, September, and December. = Dividend | benefit plan loss.
$0.05; '14. ($3.65). Quarters may not sum due | reinvestment plan available. (C) In millions. (D)
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Incl. Intangibles. As of 3/31/16, $38.7 billion,
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Stock’s Price Stability

Price Growth Persistence
Earnings Predictability
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