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BULL BEAR NEWS

THE REPATRIATION BONANZA

WHO’S IN TO WIN?

With the passage of the Tax Act, the once dormant offshore capital that served no benefit to companies and shareholders has been
released to supercharge growth and stock price appreciation. The repatriation of cash held offshore is likely to be a bonanza for
investors of companies with the most significant cash positions to market value. The higher the percentage of cash to market value,
the more that capital allocation should positively affect stock prices. Our list below shows the 20 biggest potential winners in this
year’s cash repatriation bonanza.
The multi-billion dollar question for analysts and investors is what these companies will do with all that capital. Will they continue
plowing money into stock buybacks, creating the illusion of rising earnings per share because earnings are spread over fewer
shares? Or will they increase capital expenditures, dividend payouts, and mergers or acquisitions? Or will they do all of the above?
During the post-Financial Crisis recovery, companies have dumped more than $4 trillion into buybacks, and investors have rewarded
large buyback companies with above average share price appreciation.1 In 2017, companies once again announced over $500
billion in share repurchases, but for the first time, investors failed to reward buyback companies with above average appreciation.2
The buyback group only posted an average increase of 22% — basically in line with the market advance of the S&P 500 for the year.3
But the repatriation capital story is not all about stock buybacks. In 2017, investors bid up those companies that reinvested in their
future by plowing earnings and excess cash into capital expenditures (CapEx) by an average of 34%.3 The performance divergence
seems to have caught the attention of corporate boardrooms because CapEx spending increased dramatically in the second half of
2017. We expect the CapEx outperformance trend to continue as companies allocate a significant portion of repatriated capital to
drive future growth.
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THE REPATRIATION BONANZA: WHO’S IN TO WIN? CONTINUED
And you can also bet corporate directors will not forget the unquenchable thirst for dividend income that today’s aging investors
have as they make strategic capital allocation decisions. We would expect significant dividend increases for large companies as they
enjoy not only the increase in deployable capital from repatriation but also increased net profit margins due to corporate tax rate
reductions. We would expect investors to cheer outsized dividend increases with greater investment allocations to these companies,
and that will likely drive stock prices higher.
We see increased merger and acquisition activity as large cash pools are looking for viable opportunity to provide accretive value to
shareholders. Franklin Resources rang the bell this week by using a portion of their cash trove to buy Edinburgh Partners who
manage approximately $10 billion in AUM in global and emerging market equities. Franklin stands at the top of our repatriation
bonanza list because the roughly $9 billion in cash held offshore is 37% of the company’s total market value.4
Investors need to watch these companies closely to see how they allocate capital to a combination of buybacks, dividend hikes,
M&A activity and CapEx spending. No matter how companies choose to implement capital allocation, the cash repatriation bonanza
has the potential to drive economic growth and keep this long-running bull going. Let the bonanza begin!
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NAME
FRANKLIN RESOURCES INC
CISCO SYSTEMS INC
QUALCOMM INC
APPLE INC
NETAPP INC
AMGEN INC
ORACLE CORP
GILEAD SCIENCES INC
GENERAL ELECTRIC CO
WESTERN DIGITAL CORP
MICROSOFT CORP
SYMANTEC CORP
WATERS CORP
LAM RESEARCH CORP
CITRIX SYSTEMS INC
XILINX INC
AGILENT TECHNOLOGIES INC
CORNING INC
JOHNSON & JOHNSON
COCA-COLA CO/THE

CURRENT MARKET CAP
$23,938,311,315
$197,942,629,845
$96,556,364,514
$890,692,635,040
$16,357,004,706
$131,839,878,632
$202,254,330,357
$103,090,749,164
$167,327,880,075
$24,292,954,936
$677,186,727,317
$17,849,283,536
$16,405,275,210
$30,849,140,782
$13,545,720,977
$18,650,818,859
$22,740,469,101
$29,243,869,627
$387,550,128,809
$196,161,123,229

CASH HELD OFFSHORE
(CHO)
$8,749,700,000
$67,500,000,000
$29,400,000,000
$252,300,000,000
$4,496,000,000
$35,900,000,000
$54,400,000,000
$27,400,000,000
$38,600,000,000
$4,990,000,000
$127,900,000,000
$3,300,000,000
$2,766,000,000
$4,800,000,000
$2,080,000,000
$2,840,000,000
$2,678,000,000
$3,200,000,000
$41,300,000,000
$20,200,000,000

CHO AS A % of
MARKET VALUE
37%
34%
30%
28%
27%
27%
27%
27%
23%
21%
19%
18%
17%
16%
15%
15%
12%
11%
11%
10%

Source: Bloomberg, 2018.

IMPORTANT INFORMATION
Past performance does not guarantee future results. The views presented are those of Matt Schreiber, and should not be construed as investment advice. Matt
Schreiber or clients of WBI may own stock discussed in this article. All economic and performance information is historical and not indicative of future results. This is not an
oﬀer to buy or sell any security. No security or strategy, including those referred to directly or indirectly in this document, is suitable for all accounts or profitable all of the
time and there is always the possibility of loss. Moreover, you should not assume that any discussion or information provided here serves as the receipt of, or as a
substitute for, personalized investment advice from WBI or from any other investment professional. To the extent that you have any questions regarding the applicability of
any specific issue discussed to your individual situation, please consult with WBI or the professional advisor of your choosing. This information is compiled from sources
believed to be reliable, accuracy cannot be guaranteed. Information pertaining to WBI’s advisory operations, services, and fees is set forth in WBI’s disclosure statement in
Part 2A of Form ADV, a copy of which is available upon request.
You are not permitted to publish, transmit, or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of
WBI Investments, Inc.
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