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SHARE BUYBACKS DURING THE PAST DECADE

In 2004, S&P 500 companies spent a record $197 billion in repurchasing their own shares.  This is compared to $131 billion in dividend payments. The $197 billion in share buybacks represented a 51% increase from the prior year. 

Experts expect the 2005 buyback figures to also be record-breaking.   As of the first quarter of 2005, share repurchases were up 91% compared to 2004. According to Standard & Poors, the index members have spent a cumulative $1.2 trillion on buybacks over the last ten years.

There are several reasons for a company to buy back shares. Currently, the most popular reason is to compensate for the new shares generated when employees exercise incentive options. Companies also repurchase shares when they have excess cash and believe their shares are undervalued or to offset the impact of shares issued as part of a merger or acquisition. Repurchasing shares typically both increases the value of the remaining shares and raises earnings per share.   

Companies do not always repurchase the number of shares that they announce they plan to repurchase.  Also, when companies are publicly buying back their shares, the net number of outstanding shares may actually be increasing because of other activities. Even though 2004 was a record year for share buybacks, less than 25% of S&P companies ended the year with fewer shares than they had at the beginning of the year.   David Fried, editor of The Buyback Letter, recommends looking at quarterly and annual financial statements to determine whether or not a company has actually reduced the total number of outstanding shares. 

The companies with the most buybacks since 1995 are: 

· International Business Machines (IBM): $51.4B 

· Intel (INTC): $40.7B 

· Microsoft (MSFT): $37.3B 

· Exxon Mobil (XOM): $36.4B 

· Pfizer (PFE): $34.5B 

