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S&P 500 Q4,’10 stock buybacks increased 80.6% to $86.36B from the $47.82B in Q4,’09, and are up 8.6% from Q3,’10 ($79.56B)
Largest percentage and dollar annual increase since I started tracking the numbers in 1998

2010 set at $298.8B, or 117.1% above $137.6B of 2009, still 49.3% below record $589.1B of 2007

2010 buybacks are half of 2007, but due to 76.5% decline (2009 from 2007, down $451B) the117% and $161B increase resulted in a year-over-year record
Sixth quarter in a row that S&P 500 companies have increased their stock buyback activity
Expenditure up 257.0% from Q2,’09 low ($24.2B) and down 49.8% from Q3,’07 high ($172.0B) 

Companies are still protecting their earnings-per-share numbers with buybacks that are negating stock issuance, but some SCR is back 
270 issues participated in stock buyback programs in Q4,’10, up from the 261 in Q3,’10, 257 in Q2,’10, 251 in Q1,’10, 214 in Q4,’09 and 195 in Q3,’09

Mixed share results, as some issues increasing diluted share count used for EPS

Increase in issues doing Share Count Reduction (SCR), with cumulative impact expected to increase for Q1,’11 EPS comparisons

89 issues decreased their Q4/Q3 shares by at least 1% (72 increased at least 1%)


81 issues decreased at least 4% from Q4,’09, implying a 4.2% EPS increase (61 increased at least 4%)


From 2007, 114 issues have share counts of at least 10% less (277 reduced in all), with 110 having counts at least 10% higher (208 increased)

Buybacks remain top-heavy, but downward trend remains with the top 20 buyback issues accounting for 49.3% of the buyback activity, down from 51.6% in Q3,’10 and 59.6% in Q4,’09
For the seventh quarter in a row, none of the issues made the top 20 historical list for largest stock buybacks
Information Technology continues to dominate with 22.3% of all buybacks, but they are substantially down from 28.6% in Q3,’10, and 31.9% in Q4,’10

Q4,’10 IT aggregate diluted share count was 4.4% less than Q4,’09 – the only sector to show SCR

Financials shares increased 12.5% over Q4,’09

From Q4,’08 Financial shares have increased 89.4%, making dividend growth on a per share basis much harder

For Q1,’11 we expect to see an EPS impact due to SCR, with comparisons to Q1,’10 being enhanced

Diluted shares for 67 issues were at least 4% less (at Q4,’10) than Q1,’10, implying a Q1,’11 impact


47 issues had at least a 4% increase in shares for that time period
For the first quarter of 2011 (no reporting yet), we believe companies continued to be cautious and, in general, purchased more shares than needed for option, enhancing Q1 EPS
For the remainder of 2011, subject to market conditions (no major crisis), it appears investors are once again (slightly) positive on buybacks, with companies willing to use their vast cash reserves to support stock prices and push EPS up

If investors get on board the buyback wagon, meaning they buy issues of companies that increase buybacks and do SCR, and bid them up based on their higher EPS, then companies will increase their programs and we may well be in for round two of the buyback bonanza.  

However, if strong investor reaction does not materialize, we believe companies will continue to protect their earnings, as well as to purchase small amounts of additional shares, helping their earnings per share to grow - under the radar scope of the headline news.
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S&P 500, $ U.S. BILLIONS

PERIOD AVG MKT OPERATING AS REPORTED DIVIDEND &

VALUE EARNINGS EARNINGS DIVIDENDS BUYBACKS BUYBACK 

$ BILLIONS $ BILLIONS $ BILLIONS $ BILLIONS $ BILLIONS YIELD

2010 $10,412 $799 $718 $206 $299 4.85%

2009 $8,559 $501 $449 $196 $138 3.89%

2008 $10,177 $435 $131 $247 $340 5.77%

2007 $13,098 $731 $587 $247 $589 6.38%

2006 $11,976 $790 $734 $225 $432 5.48%

2005 $11,012 $694 $638 $202 $349 5.00%

2004 $10,693 $977 $761 $316 $271 5.49%

2003 $9,080 $505 $450 $161 $131 3.21%
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S&P 500, $ U.S. BILLIONS

PERIOD MARKET  OPERATING AS REPORTED DIVIDEND &

VALUE EARNINGS EARNINGS DIVIDENDS BUYBACKS BUYBACK 

$ BILLIONS $ BILLIONS $ BILLIONS $ BILLIONS $ BILLIONS YIELD

12/31/2010 $11,430 $199.40 $187.67 $54.85 $86.36 4.42%

09/30/2010 $10,336 $235.75 $194.91 $51.26 $79.56 4.45%

06/30/2010  $9,323 $189.04 $178.00 $50.44 $77.64 4.41%

03/31/2010 $10,560 $174.91 $157.85 $49.28 $55.26 3.36%

12/31/2009 $9,928 152.77 $135.14 $49.04 $47.82 3.36%

09/30/2009 $9,337 $139.37 $130.37 $47.21 $34.85 3.71%

06/30/2009 $8,045 $120.85 $118.22 $47.63 $24.20 5.17%

03/31/2009  $6,928 $87.78 $65.29 $51.73 $30.78 7.13%

12/31/2008 $7,852 -$0.78 -$202.11 $62.19 $48.12 7.48%

09/30/2008 $10,181 $142.90 $86.16 $61.44 $89.71 6.73%

06/30/2008 $11,163 $148.43 $112.15 $61.94 $87.91 6.88%

03/30/2008 $11,511 $144.63 $135.24 $61.72 $113.90 7.25%

12/31/2007 $12,868 $133.38 $68.53 $67.09 $141.71 6.49%

09/30/2007 $13,470 $184.13 $133.66 $61.21 $171.95 5.89%

06/30/2007 $13,350 $213.65 $194.30 $59.76 $157.76 5.44%

03/31/2007 $12,706 $200.23 $190.75 $58.53 $117.70 5.35%

12/31/2006 $12,729 $197.35 $181.65 $61.79 $105.18 5.16%
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S&P 500 SECTOR BUYBACKS

SECTOR $ MILLIONS Q4,'10 Q3,'10 Q4,'09 2010 2009 Q2,'09 Q3,'07

(low) (high)

Consumer Discretionary

$13,712 $11,914 $5,146 $45,474 $14,441 $2,350 $34,902

Consumer Staples

$13,389 $14,089 $9,900 $52,975 $24,298 $4,013 $16,088

Energy

$9,918 $5,085 $2,655 $21,141 $20,234 $5,343 $14,717

Financials

$7,194 $6,084 $3,142 $22,814 $6,808 $1,170 $27,762

Healthcare

$12,368 $10,688 $7,512 $45,919 $23,101 $4,699 $18,660

Industrials

$7,851 $6,326 $2,843 $23,173 $9,183 $1,681 $17,521

Information Technology

$19,228 $22,756 $15,253 $78,076 $35,691 $4,757 $23,904

Materials

$1,873 $826 $365 $4,269 $1,469 $159 $6,503

Telecommunication Services

$224 $152 $117 $585 $292 $13 $3,947

Utilities

$608 $1,636 $885 $2,993 $1,573 $10 $7,943

TOTAL $86,364 $79,556 $47,818 $297,421 $137,091 $24,195 $171,947


[image: image8.emf]SECTOR BUYBACK MAKEUP % Q4,'10 Q3,'10 Q4,'09 2010 1009 Q4,'09 Q3,'09

Consumer Discretionary

15.88% 14.98% 10.76% 15.29% 10.53% 9.71% 20.30%

Consumer Staples

15.50% 17.71% 20.70% 17.81% 17.72% 16.59% 9.36%

Energy

11.48% 6.39% 5.55% 7.11% 14.76% 22.08% 8.56%

Financials

8.33% 7.65% 6.57% 7.67% 4.97% 4.84% 16.15%

Healthcare

14.32% 13.43% 15.71% 15.44% 16.85% 19.42% 10.85%

Industrials

9.09% 7.95% 5.95% 7.79% 6.70% 6.95% 10.19%

Information Technology

22.26% 28.60% 31.90% 26.25% 26.03% 19.66% 13.90%

Materials

2.17% 1.04% 0.76% 1.44% 1.07% 0.66% 3.78%

Telecommunication Services

0.26% 0.19% 0.24% 0.20% 0.21% 0.05% 2.30%

Utilities

0.70% 2.06% 1.85% 1.01% 1.15% 0.04% 4.62%

TOTAL

100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Q3 2010 QUARTERTLY SHARE CHANGES USED FOR DILUTED EPS 

Q4,'10 CHANGE Q4,'10 CHANGE Q4,'10 CHANGE

OVER Q4,'09 OVER Q4,'08 OVER Q3,10

Consumer Discretionary 0.29% 7.19% -0.72%

Consumer Staples 0.62% -0.30% -0.15%

Energy 2.11% 9.45% 1.77%

Financials 12.48% 89.45% 0.70%

Healthcare 2.13% 57.13% 0.19%

Industrials 4.54% 11.69% 0.93%

Information Technology -4.22% -3.48% -0.86%

Materials 6.34% 14.14% 8.08%

Telecommunication Services 5.61% 7.39% 0.14%

Utilities 0.20% 13.69% -0.30%

S&P500 3.29% 22.15% 0.34%

S&P 500 ex/Financials 0.58% 9.31% 0.22%
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S&P 500 20 LARGEST Q4 2010 BUYBACKS, $ MILLIONS 

Company SECTOR

Q4 2010 BUYBACKS

Q4,'04-Q4,'10

Exxon Mobil Corp Energy $5,758 $151,847

Microsoft Corp  Information Technology $5,052 $97,090

Wal-Mart Stores  Consumer Staples $3,800 $35,003

International Business Machines  Information Technology $3,601 $68,984

The Coca-Cola Co  Consumer Staples $2,958 $12,134

ConocoPhillips   Energy $2,608 $21,968

Hewlett-Packard Co  Information Technology $2,290 $50,272

Cisco Systems  Information Technology $1,849 $49,676

The Travelers Co  Financials $1,557 $14,637

DIRECTV  Consumer Discretionary $1,550 $13,003

Intel Corp  Information Technology $1,514 $30,711

General Electric   Industrials $1,354 $38,024

Johnson & Johnson  Healthcare $1,285 $26,023

Amgen Inc Healthcare $1,192 $21,816

Philip Morris International  Consumer Staples $1,167 $15,911

Goldman Sachs Group  Financials $1,095 $30,640

WellPoint Inc  Healthcare $1,015 $21,311

Lowe's Companies  Consumer Discretionary $1,002 $7,916

Kohl's Corp  Consumer Discretionary $1,000 $3,644

MedcoHealth Solutions  Healthcare $963 $11,066

Top 20

$42,611 $721,677

S&P 500

$86,364 $2,212,696

Top 20 % of S&P 500

49.34% 32.62%
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S&P 500 INDUSTRIAL (OLD) CASH AND EQUIVALENT LEVELS 

DATE CASH &  % HELD  % SHORT-TERM CASH % LTD % OF CASH % OF

EQUIVALENT AS CASH SECURITIES OF LTD MARKET MARKET

$ MILLIONS VALUE VALUE

12/31/2010 $940,149 65.48% 34.52% 51.68% 20.24% 10.46%

09/30/2010 $902,389 65.51% 33.55% 48.79% 20.19% 9.85%

06/30/2010 $842,494 65.74% 34.26% 46.87% 24.73% 11.59%

03/31/2010 $836,771 67.10% 32.90% 44.48% 22.79% 10.14%

12/31/2009 $831,188 69.42% 30.58% 43.77% 22.83% 9.99%

9/30/2009 $820,287 68.28% 31.22% 56.98% 18.79% 10.70%

6/30/2009 $772,687 67.55% 32.10% 53.67% 21.39% 11.48%

3/31/2009 $664,778 72.20% 27.80% 40.56% 27.32% 11.08%

12/31/2008 $654,613 74.10% 25.40% 40.59% 24.50% 9.94%

9/30/2008 $647,813 74.63% 25.37% 45.22% 17.23% 7.79%

6/30/2008 $648,436 74.73% 25.27% 40.17% 17.51% 7.04%

3/31/2008 $615,504 72.41% 27.12% 40.79% 16.34% 6.67%

12/31/2007 $609,664 69.84% 29.79% 39.47% 15.01% 5.93%

9/28/2007 $622,800 68.40% 31.10% 40.44% 14.74% 5.96%

6/30/2007 $602,968 67.14% 32.62% 39.67% 14.88% 5.90%

03/30/2007 $606,571 66.70% 33.09% 40.72% 15.55% 6.33%

Cash and equivalents (cash) are 

classified under current assets on the 

balance sheet, and represent the readily 

available discretionary liquid assets of a 

company. Cash is measured for the S&P 

Industrials (Old), which consist of the 

S&P 500 minus Financials, Utilities and 

Transportation issues since these issues 

maintain high cash reserves as part of 

their normal operating process [Note: 

The S&P Industrials (Old) date back for 

decades. When the GICS classifications 

were developed, one of the new sectors 

was the Industrials, so the former group 

is referred to as the S&P Industrials 

(Old)].


---------------

Disclaimer:

Please note that the statistical data is based on publicly available information, most of which is available in S&P products such as Capital IQ, Compstat Research Insight and S&P Index Alert.  Analysis and projections are my own, and may differ from others within the S&P/McGraw-Hill organization.  Nothing presented is intended to, or should be interpreted as, a buy/sell/hold recommendation.  

My notes vary in topics, but are all market related. The intent is to quickly inform. The assumption is that you don't need a basic education, editorial or sales pitch, just specific facts and maybe some observations. If the information does not suit your needs, please e-mail me and I will take you off the list. Unless otherwise noted all data is for public dissemination, and may not be used for commercial purposes.  Finally, any incoming correspondence from you will be considered confidential unless you specify otherwise.  

Howard Silverblatt       

Senior Index Analyst

S&P Indices

55 Water Street

New York, New York 10041

212-438-3916 (phone)

212-438-3909 (fax)

www.standardandpoors.com
www.marketattributes.standardandpoors.com
www.twitter.com/hsilverb
working outside the box
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            but inside the circle
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