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IBM announced today that it has repurchased $12.5 billion of its outstanding common 
stock through accelerated share repurchase agreements (ASR). Under the agreements, the 
company repurchased 118.8 million shares, or 8 percent of the outstanding shares of 
common stock as of May 29, from three banks for an initial price of $105.18 per share.  
These repurchased shares will be classified as treasury shares. 
 
The banks are expected to purchase an equivalent number of shares in the open market 
during the next nine months.  The initial price of the ASR is subject to an adjustment 
based on the volume weighted average price of the shares during this period.  IBM does 
not plan to make any additional stock repurchases during this period.  
 
Transaction Financing  
The repurchases, guaranteed by IBM, were executed through IBM International Group 
(IIG), a wholly-owned subsidiary of IBM.  IIG has funded the repurchases with $1 billion 
in cash and an $11.5 billion, 364 day term loan with a number of financial institutions.    
 
The term loan is also guaranteed by IBM and carries an interest rate of the London Inter-
Bank Offer Rate (LIBOR) plus 10 basis points.  Principal and interest on the loan will be 
paid by IIG with cash generated by its non-US operating subsidiaries.  The covenants of 
this facility are substantially similar to those in IBM’s $10 billion global credit facility, 
dated June 28, 2006.  IIG may make optional prepayments under this facility without 
premium or penalty.  It is the company’s intention to refinance the term loan with longer-
term debt over the coming year.    
 
The $11.5 billion of debt used to execute the ASR will be classified as short-term “non-
Global Financing” debt on IBM’s consolidated balance sheet.  The combined impacts to 
debt and equity will generate a substantial increase in IBM’s non-Global Financing debt 
to capitalization ratio.  Over the next few years, we expect this leverage ratio to be in a 
range of 20 to 30 percent.  This does not impact the debt-to-equity ratio of IBM’s Global 
Financing business.     
 
As a result of the short-term debt issuance, the company expects to report negative 
working capital and a negative current ratio beginning with its second quarter financial 
results. The company had previously reported positive working capital of $5.7 billion and 
$4.6 billion at March 31, 2007 and December 31, 2006, respectively. The company 
expects to report positive working capital as the short-term debt is refinanced with 
longer-term debt.  
 
Credit Ratings 
Following IBM’s April 24th board authorization on share repurchase, Standard & Poor’s 
(A+) and Moody’s (A1) reaffirmed their ratings on IBM.  Fitch (AA-) has IBM rated one 
level higher and elected to place the company on “Negative Watch”, and may reduce 
their IBM rating to be in line with other agencies.   
 



IBM believes its strong earnings and cash flow growth provide sufficient financial 
flexibility within existing credit ratings to continue to execute its current investment, 
dividend, and acquisition strategies.  
 
Financial Implications 
For the first quarter of 2007, IBM reported average basic shares of 1,499.5 million and 
average fully diluted shares of 1,522.8 million.  While the precise impacts of dilution for 
the remainder of the quarter and the year are uncertain because of the dependence on 
future IBM share price movements and option exercises, IBM’s current estimate for 
second quarter 2007 average fully diluted shares is approximately 1.46 billion, compared 
with 1.56 billion in the second quarter 2006.     

 
The incremental debt, partially offset by higher US cash balances, will increase IBM’s 
2007 net interest expense by an estimated $250 million, and reduce IBM’s non-Global 
Financing debt interest coverage ratio from 30X in 2006 to approximately 20X in 2007. 
 
For 2007, IBM expects to deliver earnings per share growth of 13 to 14 percent, 
compared to the 11 percent estimate the company provided during its first quarter 
earnings report.  These estimates exclude the gain from the previously-announced sale of 
its printer business.  The current estimate reflects an incremental benefit of two to three 
points of growth, or approximately 14 to 17 cents of earnings per share from the 
accelerated share repurchases.  The benefit is a result of the lower share count which is 
driven by the timing of the accelerated share repurchases, partially offset by lower pre-tax 
income due to increased interest expense. The variability in the benefit is due primarily to 
changes in interest rates on the debt used to acquire the stock.  Approximately three cents 
per share of the increase will be reported in the second quarter, with the balance in the 
second half of the year.   

 
Share Repurchase Authorization 
After executing the $12.5 billion ASR, IBM’s remaining authorization is $1.8 billion.  
 

 B$
3/31/07 Remaining Authorization 1.4 
April 2007 Board Authorization 15.0
    Subtotal 16.4
Less:  2Q07 Spend Prior to ASR -2.1
Less:  ASR at the Initial Price -12.5
5/29/07 Remaining Authorization 1.8

 
The remaining authorization may be used for the ASR price adjustment or stock 
repurchases after the banks have completed their purchases in February 2008. 
   
As mentioned in IBM’s April 24th press release, IBM does not anticipate requesting 
board approval for additional share repurchase authorization prior to April 2008.    


