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“Cash Rich” S&P 500 Companies Accelerating 
Buybacks in 2018
DEREK SCHMIDT, CFA, CAIA, SENIOR RESEARCH ANALYST, PRIVATE EQUITY

S&P 500 companies have become “cash rich” as the combination of tax reform and a decade of strong economic 
growth has resulted in very healthy corporate balance sheets. Accordingly, we have seen the level of cash 
allocated to corporate stock buybacks steadily increase as corporate leaders continue to have confidence in their 
companies’ future growth prospects. 

During the first half of 2018, the level of S&P 500 planned corporate buybacks has picked up substantially, with 
announcements exceeding $600 billion through July, which already exceeds the annual levels over the prior 
decade. Tax reform has significantly improved the profitability of companies, reducing their corporate tax rate 
from 35% to 21%, with much of that improved cash flow being redeployed into funding business expansions, R&D 
efforts, acquisitions, and most notably stock buybacks.  

However, these numbers are announced buyback approvals and corporations are not always compelled to 
execute on announced buybacks. If their stock continues higher or growth prospects weaken, they may wait for 
a more reasonable valuation before executing the buyback. If buybacks are executed prior to growth prospects 
decelerating and/or a decline of the stock price the capital used on buybacks could prove to have been capital 
destructive. 

It remains unknown how much of these buyback approvals will actually be deployed by S&P 500 companies in 
today’s high valuation environment. Only time will tell if this corporate buyback activity is well timed or capital 
destructive. 
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Source: Bloomberg as of July 31, 2018

Announced corporate buybacks through July 2018 show substantial increase
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The sources of information used in this report are believed to be reliable. Marquette Associates, Inc. has not independently 

verified all of the information and its accuracy cannot be guaranteed. Opinions, estimates, projections and comments on 

financial market trends constitute our judgment and are subject to change without notice. This material is not financial advice 

nor an offer to purchase or sell any product. References to specific securities are for illustrative purposes only and do not 

constitute recommendations. Past performance does not guarantee future results. 

About Marquette Associates

Marquette Associates is an independent investment consulting firm that guides institutional investment programs with a 

focused client service approach and careful research. Marquette has served a single mission since 1986 – enable institutions 

to become more effective investment stewards. Marquette is a completely independent and 100% employee-owned 

consultancy founded with the sole purpose of advising institutions. 

For more information, please visit www.marquetteassociates.com.


