| BM REPORTS 2012 SECOND- QUARTER RESULTS

o Diluted EPS:

-  GAAP: $3.34, up 11 percent;

- Operating (non-GAAP): $3.51, up 14 percent;
o Net incone:

- GAAP: $3.9 billion, up 6 percent;

- QOperating (non-GAAP): $4.1 billion, up 8 percent;
0 Goss profit margin:

- GAAP. 47.6 percent, up 1.2 points;

- QOperating (non-GAAP): 48.2 percent, up 1.5 points;

0 Revenue: $25.8 billion, down 3 percent, up 1 percent adjusting for currency;

o Free cash flow of $3.7 billion, up 9 percent;

o Software revenue, flat, up 4 percent adjusting for currency;

0 Services revenue down 3 percent, up 1 percent adjusting for currency:
- Services pre-tax income up 18 percent;

0 Services backlog of $136 billion, down 6 percent, flat adjusting for
currency;

o Systens and Technol ogy revenue down 9 percent, down 7 percent adjusting for
currency;

o0 Gowh markets revenue up 2 percent, up 8 percent adjusting for currency;

0 Business analytics revenue up 13 percent in the first half;

o Smarter Planet revenue up nore than 20 percent in the first half;

o Coud revenue doubled first-half 2011 revenue;

o Full-year 2012 operating (non-GAAP) EPS expectations raised to at |east

$15.10 from at |east $15.00.

ARMONK, N. Y., July 18, 2012 . . . IBM (NYSE: IBM today announced second-quarter
2012 diluted earnings of $3.34 per share, conpared with diluted earnings of $3.00 per
share in the second quarter of 2011, an increase of 11 percent. Qperating (non-GAAP)
diluted earnings were $3.51 per share, conpared w th operating diluted earnings of
$3.09 per share in the second quarter of 2011, an increase of 14 percent.

Second-quarter net incone was $3.9 billion conpared with $3.7 billion in the
second quarter of 2011, an increase of 6 percent. Operating (non-GAAP) net income
was $4.1 billion conpared with $3.8 billion in the second quarter of 2011, an
i ncrease of 8 percent.

Total revenues for the second quarter of 2012 of $25.8 billion were down 3
percent (up 1 percent, adjusting for currency) fromthe second quarter of 2011
Currency negatively inpacted revenue growh by approximately $1 billion.

“In the second quarter, we delivered strong profit, earnings per share and free
cash flow growmh. This performance reflects continued strength in our growh
initiatives and investnents in higher value opportunities,” said Gnni Ronetty, |BM
presi dent and chief executive officer. “These are fundanmental elements of our
| ong-term busi ness nodel

“Looki ng ahead, we are well positioned to deliver greater value to a w der range
of clients and to our shareholders. G ven our performance in the first half and our
outl ook for the second half, we are raising our full-year operating earnings per
share expectations to at |east $15.10."

Second- Quarter GAAP — (Operating (non-GAAP) Reconciliation

Second- quarter operating (non-GAAP) dil uted earni ngs exclude $0.17 per share of
charges: $0.11 per share for the anortization of purchased intangible assets and
ot her acquisition-related charges, and $0.06 per share for retirenent-rel ated charges
driven by changes to plan assets and liabilities primarily related to market
per f or mance.

Ful | - Year 2012 Expectati ons



IBMraised its expectations for full-year 2012 GAAP dil uted earni ngs per share
to at least $14.40 fromat |east $14.27 and operating (non-GAAP) diluted earnings per
share to at |east $15.10 fromat |east $15.00. The 2012 operating (non- GAAP)
ear ni ngs expectations exclude $0.70 per share of charges for anortization of
purchased intangi bl e assets, other acquisition-related charges, and retirenent-
rel ated charges driven by changes to plan assets and liabilities prinarily related to
mar ket performance.

CGeogr aphi ¢ Regi ons

The Anericas’ second-quarter revenues were $11.1 billion, a decrease of 1
percent (up 1 percent, adjusting for currency) fromthe 2011 period. Revenues from
Europe/ M ddl e East/Africa were $7.9 billion, down 9 percent (flat, adjusting for
currency). Asia-Pacific revenues increased 2 percent (up 4 percent, adjusting for
currency) to $6.3 billion. CEMrevenues were $512 mllion, down 24 percent conpared
with the 2011 second quarter.

G owm h Markets

Revenues fromthe conpany’'s growth markets increased 2 percent (up 8 percent,
adjusting for currency) and nore than 30 countries had double-digit revenue growh,
adjusting for currency. Revenues in the BRIC countries —Brazil, Russia, India and
China —increased 5 percent (up 12 percent, adjusting for currency).

Servi ces

A obal Technol ogy Services segnent revenues decreased 2 percent (up 2 percent,
adjusting for currency) to $10.0 billion. d obal Business Services segnent revenues
were down 4 percent (down 1 percent, adjusting for currency) to $4.7 billion

Pre-tax income from d obal Technol ogy Services increased 24 percent and pre-tax
margin increased to 17.1 percent. d obal Business Services pre-tax incone increased
7 percent and pre-tax margin increased to 16.6 percent.

The estimated services backlog at June 30 was $136 billion, down 6 percent year
over year at actual rates (flat, adjusting for currency).

Sof t war e

Revenues fromthe Software segnent were $6.2 billion, flat (up 4 percent,
adjusting for currency) conpared with the second quarter of 2011. Software pre-tax
i ncome increased 8 percent and pre-tax margin increased to 35.9 percent.

Revenues from | BM s key mi ddl eware products, which include WbSphere,

I nformati on Managenent, Tivoli, Lotus and Rational products, were $3.9 billion, flat
(up 4 percent, adjusting for currency) versus the second quarter of 2011. Operating
systens revenues of $628 million were flat (up 3 percent, adjusting for currency)
conpared with the prior-year quarter.

Revenues fromthe WebSphere famly of software products increased 3 percent year
over year. Information Managenent software revenues decreased 1 percent. Revenues
fromTivoli software increased 2 percent. Revenues from Lotus software decreased
8 percent, and Rational software decreased 7 percent.

Har dwar e
Revenues fromthe Systens and Technol ogy segnent totaled $4.3 billion for the
guarter, down 9 percent (down 7 percent, adjusting for currency) fromthe second
quarter of 2011. Systens and Technol ogy pre-tax inconme decreased $159 mllion
Total systens revenues decreased 7 percent (down 5 percent, adjusting for
currency). Revenues from Power Systens were down 7 percent conpared with the 2011
peri od. Revenues from System x were down 8 percent. Revenues from System z
mai nfrane server products decreased 11 percent conpared with the year-ago peri od.
Total delivery of System z conputing power, as nmeasured in MPS (mllions of
i nstructions per second), decreased 8 percent. Revenues from System Storage
decreased 4 percent, and revenues from Retail Store Sol utions decreased 4 percent
year over year. Revenues from M croel ectronics OEM decreased 22 percent.

Fi nanci ng



d obal Financi ng segnent revenues were flat (up 4 percent, adjusting for
currency) in the second quarter at $517 mllion. Pre-tax inconme for the segnment
increased 6 percent to $528 mllion

* k% %

The conpany’s total gross profit margin was 47.6 percent in the 2012 second
quarter conpared with 46.4 percent in the 2011 second-quarter period. Tota
operating (non-GAAP) gross profit margin was 48.2 percent in the 2012 second quarter
conpared with 46.8 percent in the 2011 second-quarter period, with increases in
d obal Technol ogy Services and G obal Busi ness Services.

Total expense and other incone decreased 5 percent to $7.1 billion conpared with
the prior-year period. S, G&A expense of $5.8 billion decreased 3 percent year over
year. R, D&E expense of $1.6 billion increased 1 percent conpared with the year-ago
period. Intellectual property and custom devel opnent incone decreased to $289
mllion conpared with $295 million a year ago. Qher (incone) and expense was i ncone
of $132 mllion conpared with prior-year expense of $97 mllion. |Interest expense
increased to $117 million conpared with $97 nmillion in the prior year.

Total operating (non- GAAP) expense and ot her income decreased 6 percent to
$7.0 billion compared with the prior-year period. Operating (non-GAAP) S, G&A expense
of $5.7 billion decreased 4 percent conpared with prior-year expense. Operating
(non- GAAP) R, D&E expense of $1.6 billion was flat conpared with the year-ago peri od.

Pre-tax incone increased 6 percent to $5.2 billion and pre-tax margi n of
20.0 percent, up 1.7 points conpared with the prior-year period. Operating (non-
GAAP) pre-tax incone increased 8 percent to $5.4 billion and pre-tax margin was 21.1
percent, up 2.2 points.

IBMs tax rate was 24.8 percent, down 0.2 points year over year; operating (non-
GAAP) tax rate was 25.0 percent, flat conpared to the year-ago period.

Net inconme margin increased 1.3 points to 15.1 percent. Total operating (non-
GAAP) net incone margin increased 1.6 points to 15.8 percent.

The wei ght ed- average nunber of diluted common shares outstanding in the second-
quarter 2012 was 1.16 billion conpared with 1.22 billion shares in the sane period of
2011. As of June 30, 2012, there were 1.14 billion basic comon shares outstanding.

Debt, including dobal Financing, totaled $32.4 billion, conpared with $31.3
billion at year-end 2011. From a nmanagenment segnment view, d obal Financing debt
total ed $22.6 billion versus $23.3 billion at year-end 2011, resulting in a debt-to-
equity ratio of 7.0 to 1. Non-global financing debt totaled $9.8 billion, an
increase of $1.8 billion since year-end 2011, resulting in a debt-to-capitalization
ratio of 36.1 percent from 32.0 percent.

| BM ended the second-quarter 2012 with $11.2 billion of cash on hand and

generated free cash flow of $3.7 billion, excluding G obal Financing receivables, up
approximately $0.3 billion year over year. The conpany returned $4.0 billion to
shar ehol ders through $1.0 billion in dividends and $3.0 billion of share repurchases.

Year - To- Date 2012 Results
Net incone for the six nmonths ended June 30, 2012 was $6.9 billion conmpared with

$6.5 billion in the year-ago period, an increase of 6 percent. Diluted earnings per
share were $5.95 compared with $5.30 per diluted share for the 2011 period, an
i ncrease of 12 percent. Revenues for the six-nmonth period totaled $50.5 billion, a

decrease of 2 percent (up 1 percent, adjusting for currency) conpared with $51.3
billion for the six nonths of 2011

Qperating (non-GAAP) net incone for the six nmonths ended June 30, 2012 was $7.3
billion conpared with $6.8 billion in the year-ago period, an increase of 9 percent.
Operating (non-GAAP) diluted earnings per share were $6.29 conpared with $5.50 per
diluted share for the 2011 period, an increase of 14 percent.

Forwar d- Looki ng and Cautionary Statenents

Except for the historical information and di scussi ons contai ned herein,
statenments contained in this rel ease may constitute forward-|ooking statements within
the neaning of the Private Securities Litigation Reform Act of 1995. Forward-1 ooki ng
statenments are based on the conpany’s current assunptions regarding future business
and financial perfornance. These statenents involve a nunber of risks, uncertainties
and other factors that could cause actual results to differ materially, including the



followi ng: a downturn in econonic environnment and corporate | T spendi ng budgets; the
conpany’'s failure to neet growmh and productivity objectives, a failure of the
conpany’s innovation initiatives; risks frominvesting in growh opportunities;
failure of the conpany’s intellectual property portfolio to prevent competitive

of ferings and the failure of the conpany to obtain necessary licenses; cybersecurity
and data privacy considerations; fluctuations in financial results and purchases,

i npact of local legal, economc, political and health conditions; adverse effects
fromenvironmental nmatters, tax matters and the conpany’s pension plans; ineffective
internal controls; the conmpany’ s use of accounting estinmates; the conpany’'s ability
to attract and retain key personnel and its reliance on critical skills; inpacts of
relationships with critical suppliers and busi ness with governnent clients; currency
fluctuations and custoner financing risks; imnmpact of changes in market liquidity
condi tions and customer credit risk on receivables; reliance on third party

di stribution channels; the conpany’s ability to successfully manage acqui sitions and
alliances; risk factors related to I BM securities; and other risks, uncertainties and
factors discussed in the conpany’s Form 10-Q Form 10-K and in the conpany’s other
filings with the U S. Securities and Exchange Conmi ssion (SEC) or in materials
incorporated therein by reference. Any forward-Iooking statement in this rel ease
speaks only as of the date on which it is made. The conpany assunmes no obligation to
update or revise any forward-| ooki ng statenents.

Presentation of Information in this Press Rel ease

In an effort to provide investors with additional information regarding the
conpany’s results as determi ned by generally accepted accounting principles (GAAP),
t he conpany has also disclosed in this press release the foll ow ng non- GAAP
i nformation whi ch managenent believes provides useful information to investors:

IBMresults and expectations --
0 presenting operating (non-GAAP) earnings per share anpbunts and rel ated incone
statenent itens;
0 presenting non-global financing debt-to-capitalization ratio;
o adjusting for free cash flow
o adjusting for currency (i.e., at constant currency).

The rational e for managenent’s use of non- GAAP neasures is included as part of
t he suppl emental materials presented within the second-quarter earnings materials.
These nmaterials are available on the IBMinvestor relations Wb site at
www. i bm com i nvestor and are being included in Attachnment 11 (“Non-GAAP Suppl enent a
Material s”) to the Form 8-K that includes this press release and is being subnmitted
today to the SEC

Conference Call and Wbcast

IBMs regular quarterly earnings conference call is scheduled to begin at
4:30 p.m EDT, today. The Whbcast nay be viewed at www. i bm confinvestor/2ql2
Presentation charts will be available on the Wb site shortly before the Wbcast.

Fi nanci al Results Below (certain anounts may not add due to use of rounded nunbers;
percentages presented are cal cul ated fromthe underlyi ng whol e-dol |l ar anmpunts).

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
COVPARATI VE FI NANCI AL RESULTS
(Unaudited; Dollars in mllions except per share ampunts)

Three Mont hs Ended Si x Mont hs Ended
June 30, June 30,
Per cent Per cent
2012 2011 Change 2012 2011 Change



REVENUE

d obal Technol ogy
Servi ces

G oss profit margin

d obal Busi ness
Servi ces
G oss profit margi

Sof t war e
Gross profit margi

Systens and
Technol ogy
Gross profit margi

G obal Fi nanci ng
G oss profit margi

Q her
Gross profit margi

TOTAL REVENUE

GROSS PROFI T
Gross margin

$9,995 $10, 241

36. 3%
4, 667
30. 7%
6,171
88. 4%
4,259
38. 3%

517
46. 0%

175
-60. 0%

25,783

12, 281
47. 6%

EXPENSE AND OTHER | NCOVE

S, G&A

Expense to revenue

R, D&E

Expense to revenue

Intell ectual property
and cust om devel opnent

i ncone

O her (incone)
and expense

I nterest expense

TOTAL EXPENSE AND
OTHER | NCOVE
Expense to revenue

| NCOVE BEFORE
| NCOVE TAXES
Pre-tax margin

Provi si on for

i ncone taxes
Ef fective tax
rate

NET | NCOVE

Net income margin

5, 837
22.6%

1, 587
6. 2%

(289)
(132)
117

7,120
27.6%

5,161
20. 0%

34. 0%
4, 866
28. 9%
6, 169
88. 4%
4,681
40. 6%

519
48. 7%

191
-57. 7%

26, 666

12, 385
46. 4%

6, 030
22.6%

1, 569
5. 9%

-2.

4% $20, 031 $20, 104

. 1%

. 0%

. 0%

. 4%

. 4%

. 3%

. 8%

. 2%

. 1%

. 8%

NM

. 4%

. 1%

. T%

. 8%

. 9%

35.8%
9, 304
29. 4%
11,770
87. 7%
8, 008
36. 4%

1, 006
48. 3%

336
-67. 1%

50, 456

23, 400
46. 4%

11, 723
23. 2%

3,188
6. 3%

(545)

(190)
226

14, 403
28. 5%

8, 997
17. 8%

2,049

33. 9%
9, 575
28. 2%
11,478
87. 8%
8, 700
39. 3%

1, 035
51. 1%

381
-75.5%

51, 273

23, 243
45. 3%

11, 856
23. 1%

3, 156
6. 2%

- 0.

80.
19.

4%

. 8%

. 5%

. 9%

. 8%

. 1T%

. 6%

. 1%

. 1%

. 0%

. 2%

9%
1%

. 9%

. 4%

. 8%

. 5%



EARNI NGS PER SHARE

OF COMMON STOCK:
ASSUM NG DI LUTI ON
BASI C

11. 3%
11. 2%

$3. 34
$3. 38

$3. 00
$3.04

EI GHTED- AVERAGE NUVBER
OF COMMON SHARES OUT-
STANDI NG (M s):
ASSUM NG DI LUTI ON
BASI C

1,161.9 1,221.4
1,149.0 1,204.8

NM -- Not Meani ngf ul

$5. 95
$6. 02

$5. 30
$5. 38

1,168.1 1,230.7
1,154.1

1,213.5

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
CONSOLI DATED STATEMENT OF FI NANCI AL PCOSI TI ON

(Unaudi t ed)

(Dollars in MI1lions)

ASSETS

Current Assets:
Cash and cash equival ents
Mar ket abl e securities
Not es and accounts receivable - trade

(net of allowances of $264 in 2012 and $256 in 2011)
Short-term financing receivabl es

(net of allowances of $271 in 2012 and $311 in 2011)
O her accounts receivable

(net of allowances of $11 in 2012 and $11 in 2011)
Inventories, at |ower of average cost or nmarket:

Fi ni shed goods

Work in process and raw materials

Total inventories
Deferred taxes
Prepai d expenses and other current assets

Total Current Assets

Property, plant and equi prent
Less: Accunul ated depreciation

Property, plant and equi prent - net
Long-term fi nanci ng recei vabl es
(net of allowances of $55 in 2012 and $38 in 2011)
Prepai d pensi on assets
Deferred taxes
Goodwi | |
I nt angi bl e assets - net
I nvest ments and sundry assets

Tot al Assets
LI ABI LI TIES AND EQUI TY

Current Liabilities:

At
June 30,
2012

12. 3%
11. 9%

At
Decenber 31,
2011



Taxes $2, 183
Short-term debt 7, 669
Account s payabl e 7,482
Conpensati on and benefits 4, 656
Def erred i ncome 12,311
O her accrued expenses and liabilities 4,602
Total Current Liabilities 38, 903
Long-t erm debt 24,766
Retirenment and nonpensi on postretirenent

benefit obligations 16, 544
Deferred i ncome 3, 889
GQher liabilities 9, 166
Total Liabilities 93, 269
Equi ty:
| BM St ockhol ders' Equity:

Common st ock 49, 157

Ret ai ned ear ni ngs 109, 928

Treasury stock -- at cost (117, 116)

Accumul at ed ot her conprehensive incomre/ (I 0ss) (21, 498)

Total |BM stockhol ders' equity 20, 472
Noncontrolling interests 92
Total Equity 20, 563
Total Liabilities and Equity $113, 832

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
CASH FLOW ANALYSI S
(Unaudi t ed)

Thr ee Mont hs Ended

$3, 313
8, 463
8, 517
5,099

12,197
4, 535

42,123
22, 857

18, 374
3, 847
8, 996

48, 129
104, 857
(110, 963)
(21, 885)

Si x Mont hs Ended

(Dollars in MI11lions) June 30, June 30,
2012 2011 2012 2011
Net Cash from Qperating Activities per GAAP: $4, 435 $4, 279 $8, 726 $8, 071
Less: the change in d obal Financing (GF)
Recei vabl es (507) (33) 918 1,903
Net Cash from Qperating Activities
(Excl udi ng GF Recei vabl es) 4,942 4,313 7,809 6, 168
Capital Expenditures, Net (1, 278) (952) (2,279) (2,010)
Free Cash Fl ow
(Excl udi ng GF Recei vabl es) 3,664 3,361 5,529 4,159
Acqui si tions (606) (107) (1, 925) (159)
Di vestitures 13 4 13 4
Di vi dends (978) (905) (1, 848) (1, 700)
Shar e Repur chase (2,988) (3,976) (6,002) (8,021)
Non- G- Debt 933 (20) 1, 590 1, 007



O her
GF Debt)

Change in Cash,

(i ncl udes G- Recei vabl es,

and

Cash Equi val ents and

Short-term Mar ket abl e Securities

(1, 187) 162

($1, 148)

($1, 481)

1, 907

($736)

| NTERNATI ONAL BUSI NESS MACHI NES CORPCRATI ON

SEGVENT DATA
(Unaudi t ed)

SECOND- QUARTER 2012

(Dollars in MI11lions)

SEGVENTS

d obal Technol ogy Services
Y- T-Y change

d obal Busi ness Services
Y-T-Y change

Sof t war e
Y-T-Y change

Systens and Technol ogy
Y- T-Y change

G obal Fi nanci ng
Y-T-Y change

TOTAL REPORTABLE SEGVENTS
Y- T-Y change

Elimnations / O her

TOTAL | BM CONSOLI DATED
Y-T-Y change

(Dollars in MI1lions)

SEGVENTS
A obal Technol ogy Services
G obal Busi ness Servi ces
Sof t war e

Systens and Technol ogy

$9, 995
-2.4%

4,667
-4.1%

6,171
0. 0%

4,259
-9. 0%

517
-0.4%

$25, 608
-3.3%

175

$25, 783
-3.3%

Pre-tax
Revenue --------- | ncone/
I nt er nal Tot al (Loss)
$291 $10, 286 $1, 757
-9.1% -2.6% 23. 7%
180 4,847 803
-12. 2% -4. 4% 7. 0%
776 6, 946 2,493
-2.0% -0. 2% 7.9%
159 4,418 234
-27.3% -9. 8% -40. 4%
515 1, 032 528
-5. 7% -3.2% 6. 4%
$1, 921 $27, 529 $5, 814
-7.7% -3.6% 8. 3%
(1,921) (1, 746) (653)
$(0) $25, 783 $5, 161
-3.3% 5.7%

SECOND- QUARTER 2011

Pre-tax
Mar gi n

17

16.

35.

51.

21.

20.

. 1%

6%

9%

. 3%

1%

1%

0%

$10, 241
4, 866
6, 169

4,681

Pre-tax
Revenue --------- | ncomre/
I nt er nal Tot al (Loss)

$320  $10, 561 $1, 420
205 5,071 750
792 6, 961 2,310
218 4, 899 393

Pre-
Mar

t ax
gin

13. 4%

14. 8%

33. 2%

8. 0%



d obal Fi nanci ng 519 547 1, 066 496 46. 5%

TOTAL REPORTABLE SEGVENTS  $26,476  $2,082  $28, 558 $5, 370 18. 8%
Elimnations / Qher 191 (2,082 (1,891) (485)
TOTAL | BM CONSOLI DATED $26, 666 $(0) $26, 666 $4, 885 18. 3%

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
SEGVENT DATA
(Unaudi t ed)

SI X- MONTHS 2012

Pre-tax
(Dollars in MIlions) — --------- Revenue --------- | ncone/ Pre-tax
Ext ernal | nternal Tot al (Loss) Mar gi n
SEGVENTS
d obal Technol ogy Services $20,031 $584  $20, 615 $3, 237 15. 7%
Y-T-Y change -0.4% -6.9% -0.6% 21. 8%
d obal Busi ness Services 9, 304 363 9,667 1, 404 14. 5%
Y- T-Y change -2.8% -10.5% -3.1% 1. 0%
Sof t war e 11, 770 1, 615 13, 386 4,438 33. 2%
Y-T-Y change 2.5% -0.4% 2.2% 9. 7%
Systens and Technol ogy 8, 008 309 8,317 130 1.6%
Y-T-Y change -7.9% -33.1% -9.2% -75.3%
A obal Fi nanci ng 1, 006 1, 000 2, 006 1, 040 51. 8%
Y-T-Y change -2.8% -4.2% -3.5% 2. 4%
TOTAL REPORTABLE SEGMVENTS  $50,120  $3,872  $53,991  $10, 248 19. 0%
Y-T-Y change -1.5% -6.9% -1.9% 6. 4%
Eli m nations / O her 336 (3,872) (3,535) (1, 252)
TOTAL | BM CONSOLI DATED $50, 456 $(0) $50, 456 $8, 997 17. 8%
Y-T-Y change -1.6% -1.6% 3. 4%
Sl X- MONTHS 2011
Pre-tax
(Dollars in MIlions)  --------- Revenue --------- I ncone/ Pre-tax
Ext ernal | nternal Tot al (Loss) Mar gi n
SEGVENTS
d obal Technol ogy Services $20,104 $627  $20,732 $2, 658 12. 8%
G obal Busi ness Servi ces 9,575 405 9, 980 1, 390 13. 9%

Sof t war e 11, 478 1,621 13, 099 4,045 30. 9%



Systens and Technol ogy 8, 700 462 9,162 525 5. 7%
d obal Fi nanci ng 1, 035 1, 044 2,079 1, 015 48. 8%
TOTAL REPORTABLE SEGVENTS  $50,892  $4,160  $55, 052 $9, 634 17. 5%
Elimi nations / O her 381 (4,160) (3,779) (932)

TOTAL | BM CONSOLI DATED $51, 273 $(0) $51, 273 $8, 702 17. 0%

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
U S. GAAP TO OPERATI NG RESULTS RECONCI LI ATl ON

(Unaudited; Dollars in nmillions except per share anpunts)

SECOND- QUARTER 2012

Acqui sition- Retirenent-

Rel at ed Rel at ed Qperating

GAAP Adj ust nent s*  Adj ust ment s** ( Non- GAAP)

G oss Profit - $12 281 --------- $93 --------- $66 o $12 440
Gross Profit Margin 47. 6% 0.4Pts 0.3Pts 48. 2%
S, G&A 5, 837 (87) (33) 5,717
R, D&E 1, 587 0 5 1,592
O her (Income) & Expense (132) (1) 0 (133)
Total Expense & Ot her (Ilncone) 7,120 (88) (28) 7,004
Pre-Tax | ncone 5,161 181 94 5, 436
Pre-Tax Incone Margin 20. 0% 0.7Pts 0.4Pts 21. 1%
Provi sion for Inconme Taxes*** 1, 280 49 30 1, 359
Effective Tax Rate 24.8% 0.1Pts 0.1Pts 25. 0%
Net | ncone 3, 881 132 64 4,077
Net I ncome Margin 15. 1% 0.5Pts 0.2Pts 15. 8%
Di | ut ed Earnings Per Share $3. 34 $0. 11 $0. 06 $3.51

SECOND- QUARTER 2011

""""" Acquisition- Retirement-

Rel at ed Rel at ed Oper ating

GAAP Adj ust ment s*  Adj ust ment s** ( Non- GAAP)

G oss Profit - $12 385 --------- $87 ---------- $6 o $12 477
Gross Profit Margin 46. 4% 0.3Pts 0.0Opts 46. 8%
S, GRA 6, 030 (76) (5) 5, 950



R, D&E 1, 569 0 24 1,593

O her (Inconme) & Expense 97 (1) 0 96
Total Expense & Ot her (Ilncone) 7,500 (77) 18 7,441
Pre- Tax | ncone 4,885 163 (12) 5,036
Pre- Tax | ncome Margin 18. 3% 0.6Pts -0.0Pts 18. 9%
Provision for Income Taxes*** 1,221 38 0 1, 259
Effective Tax Rate 25. 0% -0.1Pts 0.1Pts 25. 0%
Net | ncone 3,664 126 (13) 3,777
Net | ncome Margin 13. 7% 0.5Pts -0.0Pts 14. 2%
Di | uted Earnings Per Share $3. 00 $0. 10 ($0.01) $3. 09

* Includes anortization of acquired intangible assets and other acquisition-rel ated
char ges.

** |ncludes retirenent-related itens driven by changes to plan assets and
liabilities primarily related to market performance.

***  Tax inmpact on operating (non-GAAP) pre-tax income is calcul ated under the sane
accounting principles applied to the GAAP pre-tax incone which enploys an annua
effective tax rate nethod to the results.

| NTERNATI ONAL BUSI NESS MACHI NES CORPORATI ON
U S. GAAP TO OPERATI NG RESULTS RECONCI LI ATI ON
(Unaudited; Dollars in mllions except per share anpunts)

Sl X- MONTHS 2012
Acqui sition- Retirenent-
Rel at ed Rel at ed Oper ati ng
GAAP Adj ust nent s*  Adj ust ment s** ( Non- GAAP)

G oss Profit $23, 400 $181 $137 $23, 718
Gross Profit Margin 46. 4% 0.4Pts 0.3Pts 47. 0%
S, GRA 11, 723 (171) (69) 11, 483
R, D&E 3,188 0 10 3,197
Q her (Inconme) & Expense (190) (2) 0 (192)
Total Expense & Ot her (Ilncone) 14, 403 (172) (60) 14,171
Pre-Tax | ncomne 8, 997 354 197 9, 547
Pre-Tax I ncome Margin 17. 8% 0.7Pts 0.4Pts 18. 9%

Provi sion for | ncone Taxes*** 2,049 96 60 2,205



Ef fecti ve Tax Rate 22. 8% 0.2Pts 0.2Pts 23. 1%
Net | ncome 6, 948 258 137 7,342
Net | ncome Margin 13. 8% 0.5Pts 0.3Pts 14. 6%
Di | uted Earnings Per Share $5. 95 $0. 22 $0. 12 $6. 29
SI X- MONTHS 2011
""""" Acquisition- Retirement-
Rel at ed Rel at ed Operating
GAAP Adj ust nent s*  Adj ust ment s** ( Non- GAAP)
Gross Profit $23,243 s172 $19  $23, 434
Gross Profit Margin 45. 3% 0.3Pts 0.0Pts 45. 7%
S, GRA 11, 856 (152) (15) 11, 689
R, D&E 3, 156 0 43 3,199
Q her (Inconme) & Expense (105) (5) 0 (110)
Total Expense & Ot her (Ilncome) 14, 541 (157) 28 14, 412
Pre- Tax | ncone 8,702 329 (8) 9,022
Pre-Tax | ncome Margin 17. 0% 0.6Pts -0.0Pts 17. 6%
Provision for |Incone Taxes*** 2,175 86 (5) 2,256
Ef fective Tax Rate 25. 0% 0.0Pts 0.0Pts 25. 0%
Net | ncome 6, 526 243 (3) 6, 767
Net | ncome Margin 12. 7% 0.5Pts -0.0Pts 13. 2%
Di | uted Earnings Per Share $5. 30 $0. 20 ($0. 00) $5. 50

* Includes anortization of acquired intangible assets and other acquisition-rel ated
char ges.

** |ncludes retirenent-related itens driven by changes to plan assets and
liabilities primarily related to market perfornmance.

***  Tax inpact on operating (non-GAAP) pre-tax inconme is calculated under the sane
accounting principles applied to the GAAP pre-tax incone which enploys an annua
effective tax rate nethod to the results.
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