International Business Machines (NYSE: IBM) — Equity Research &
Investment Analysis

Prepared: July 15, 2026 (one trading day after IBM’s preliminary Q2 warning) | Reference price: ~$217-220 | Market cap: ~$205B | 52-week
range: $212.34 — $332.46

This is not personalized financial or investment advice, and I’m not a licensed financial advisor. This report applies a structured research process to
publicly available information as of July 15, 2026 so you have the factual grounding to make your own decision. This is an unusually time-sensitive report:
IBM released only preliminary, unaudited Q2 figures on July 14 and explicitly cautioned that “final results could be slightly different.” Complete results and
updated full-year guidance arrive at the July 22, 2026 earnings call — a genuinely imminent catalyst that could change this analysis meaningfully. Verify
anything decision-critical against a live quote and the actual July 22 release before acting, and consider talking to a licensed advisor who knows your full
financial picture before sizing any position.

Executive Summary

Yesterday, IBM had one of the worst single trading days in its 115-year history. Shares fell as much as 25-26% — the stock’s steepest one-day decline
since Black Monday, October 19, 1987 — after CEO Arvind Krishna took the unusual step of releasing preliminary second-quarter results a full eight days
ahead of IBM’s scheduled earnings call, warning that revenue would land around $17.2 billion against a $17.86 billion Wall Street consensus. Roughly
$50-68 billion of market value was erased in a single session (estimates vary by the exact intraday moment measured). The stock now trades around $217—
220, just above its new 52-week low of $212.34, having fallen about 34% from the all-time high of $332.46 it set on June 2, 2026.

The explanation Krishna gave is unusually specific and, notably, connects directly to the same AI-driven memory and component shortage documented
elsewhere in this research series (see the Micron and SK Hynix analyses): in the final weeks of June, IBM’s enterprise clients redirected capital spending
toward servers, storage, and memory to lock in supply-constrained hardware ahead of expected price increases — money that would otherwise have gone
toward closing IBM software and mainframe-related deals. Layered on top of that macro dynamic, Krishna admitted a genuine execution failure:
“numerous large deals failed to close on the timelines we expected.” Infrastructure revenue fell 7%, driven specifically by weaker-than-expected IBM Z
mainframe and Transaction Processing software sales — ironic timing, since management had already guided for infrastructure to soften this quarter as the

historically strong z17 mainframe launch cycle normalized. It came in worse than even that lowered bar.

What makes this genuinely hard to call, rather than a simple “buy the panic” or “avoid the falling knife” situation, is that Wall Street itself is split in an
unusually clean way. Morgan Stanley and Oppenheimer raised their price targets after the crash, calling the reaction overdone. Evercore ISI reiterated
Outperform. BofA trimmed its target but kept a Buy rating. HSBC — in a downgrade dated the day before the warning, on pure valuation grounds — has
the Street’s lowest target and argues investors could replicate IBM’s business mix more cheaply with a basket of other stocks. Meanwhile, Red Hat revenue
actually accelerated to 11% growth this same quarter, and IBM’s balance sheet shows no sign of distress. The single biggest reason to withhold a high-
conviction call right now isn’t a weak bull or bear case — both are genuinely well-supported — it’s that IBM hasn’t finished closing its own books yet, and

will tell investors the full story, including updated full-year guidance, in exactly one week.

Given all of that, this analysis lands on Watchlist with a constructive lean — not a neutral shrug, but a deliberate choice to wait eight days for a specific,
known catalyst before committing capital, in a situation where the near-term evidence (extreme oversold technicals, split-but-not-abandoned analyst

support, an intact core franchise) tilts more encouraging than the price action alone suggests.

1. Business Overview

IBM makes money across three reporting segments plus a small financing arm:

e Software (~40% of revenue): Hybrid cloud platform (Red Hat OpenShift, the leading enterprise Kubernetes platform), automation, data & Al
(including the watsonx generative Al platform), and transaction processing software tightly coupled to the IBM Z mainframe. This is IBM’s highest-
margin, most recurring-revenue-heavy segment and the centerpiece of Arvind Krishna’s turnaround strategy since 2020.

e Consulting (~30% of revenue): IBM Consulting helps enterprises implement and modernize technology, competing head-on with Accenture, Infosys,
TCS, and Capgemini. This segment is the most cyclical and most exposed to broad enterprise discretionary IT spending.

e Infrastructure (~25% of revenue): IBM Z mainframes, distributed infrastructure (Power servers, storage), and related support. Highly lumpy by
design — mainframe revenue surges around major product launches (like the z17, IBM’s strongest mainframe launch in company history) and then
normalizes for several quarters until the next cycle.

e Financing: A small captive leasing/financing arm supporting IBM’s other segments.
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Geographic exposure: IBM operates in roughly 175 countries and serves 95% of the Fortune 500, with a genuinely global, diversified client base across
the Americas, Europe, Middle East, Africa, and Asia-Pacific.

Key competitive advantages: extraordinarily high switching costs in mainframe/transaction-processing (banks, insurers, and governments run mission-
critical workloads on IBM Z that are enormously expensive and risky to replace), category leadership in enterprise Kubernetes via Red Hat, a 30+ year
uninterrupted dividend-increase streak that signals financial discipline, and a research-heavy culture (IBM holds one of the largest annual U.S. patent

portfolios) feeding a long-duration bet on quantum computing.

Key competitive disadvantages: IBM Consulting is smaller and less nimble than Accenture at global scale; the company competes only selectively in
public cloud infrastructure (ceding that fight to AWS, Azure, and Google Cloud in favor of hybrid/private cloud); and — as this week starkly illustrated —
IBM’s revenue mix is genuinely exposed to short-term swings in enterprise capital-spending priorities in a way that pure-subscription software peers are
not.

2. Industry Analysis — A Blended Framework

IBM doesn’t fit cleanly into any single industry template, so this analysis blends the relevant elements: enterprise-software recurring-revenue dynamics, IT-
services cyclicality, and mainframe replacement-cycle mechanics.

Enterprise software growth and durability: Global enterprise software spending continues to grow, but generative Al is actively reshaping where that
budget goes — a dynamic Citi analyst Fatima Boolani flagged directly in reaction to IBM’s warning as feeding “Al-Loser” fears across the sector
(Workday and Salesforce both fell in sympathy on IBM’s news). IBM’s own watsonx-driven generative Al book of business has grown past $12 billion in
bookings since its 2023 launch, suggesting IBM is not being left behind entirely, but the mix (roughly 80% consulting-driven, 20% software-driven per
year-end 2025 disclosure) shows Al monetization is still more services-led than product-led for IBM.

IT consulting cyclicality: This has been a genuine soft spot for over a year, not just this quarter — IBM Consulting signings fell double digits year-over-
year as far back as Q1 2025, and the whole IT-services sector sold off hard on June 18, 2026 when Accenture cut its full-year revenue guidance, a read-
through IBM couldn’t escape given how closely the two are compared.

Mainframe replacement cycles: IBM Z revenue is inherently lumpy — it surges when a new platform launches (the z17 was, by management’s own
account, the strongest mainframe launch in company history, driving Infrastructure revenue up 21% in Q4 2025 and 15% in Q1 2026) and then normalizes
for several quarters afterward. Management had already guided for this normalization to begin in Q2 2026; the surprise was that it arrived worse than the
already-lowered expectation, compounded by clients diverting budget elsewhere.

Industry outlook: The dominant industry-wide story right now is capital being pulled toward Al infrastructure (compute, memory, storage) and, in the
process, squeezing budgets for software and services that don’t have as direct a line to Al infrastructure buildouts. This is the same dynamic explored in this
research series’ Micron and SK Hynix reports, now showing up as a measurable drag on a major enterprise software/services franchise for the first time at
this scale.

3. Financial Analysis

The event: preliminary Q2 2026 results (released July 14, 2026)

Revenue $17.2B Missed $17.86B consensus by ~3.7% +1%

Software revenue — — +5%

Consulting revenue —

Infrastructure revenue 0

Non-GAAP EPS $2.93

GAAP EPS $2.27

GAAP gross margin 57.7%
Non-GAAP operating gross margin 59.4%
GAAP pre-tax margin 14.4%
Non-GAAP operating pre-tax margin 19.2%
YTD operating cash flow $7.8B
YTD free cash flow $4.8B
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— Flat (+1% constant currency)
— =7% (vs. +15% the prior quarter)

Missed $3.01-3.02 consensus —

— -2%

— -100 bps
— =70 bps
_ =90 bps

— +30 bps
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What this means: Revenue essentially stalled (+1% reported) against a backdrop where Software still grew a respectable 5% and Consulting held roughly
flat — the damage was heavily concentrated in Infrastructure, specifically IBM Z and its associated Transaction Processing software. Krishna’s own
explanation, in full: IBM anticipated Infrastructure would decline low-single-digits this quarter as the z17 launch cycle normalized; what actually happened
was worse, compounded by clients diverting capex toward servers, storage, and memory purchases in the last few weeks of June to secure supply ahead of
expected price increases — the same Al-driven memory shortage documented in this series’ Micron report. On top of the macro timing effect, management

acknowledged a genuine execution shortfall: large deals that were expected to close within the quarter did not.

Why this is a highly unusual disclesure event: Companies rarely pre-announce results this far ahead of a scheduled call — doing so signals management
judged the gap between preliminary results and consensus large enough to require getting ahead of it. IBM explicitly noted it is “still working to close our
financial reporting for the quarter” and that final, audited figures — plus, critically, updated full-year 2026 guidance — won’t arrive until the July 22 call.
Prior to this warning, IBM had been guiding to more than 5% constant-currency revenue growth and roughly $1 billion of year-over-year free cash flow
growth for full-year 2026 (a target set following a strong Q1). BofA has explicitly stated it expects IBM to lower that full-year guidance, particularly for
software, when the complete picture arrives.

The broader financial picture (pre-warning trend, for context)

‘ Infrastructure Consilting

Q4 2025 (reported Jan ’26) =~ $19.7B +12% YoY +14% +21% +3%
FY2025 (full year) $67.5B +8% YoY +11% +12% +2%
Q1 2026 (reported Apr °26) — +9.7% YoY +11% +15% +4% (+1% cc)
Q2 2026 (preliminary) $17.2B +1% YoY +5% -7% Flat (+1% cc)

This table tells its own story: IBM entered 2026 with real momentum across every segment, and Q2 represents a sharp, sudden discontinuity rather than a
slow fade. That cuts both ways for the investment case — it supports the “one-quarter air pocket” reading, but a break this sharp, this fast, after guidance
was raised just one quarter earlier, is also exactly the kind of event that damages confidence in management’s near-term forecasting.

Dividends, balance sheet, and capital allocation

IBM is a Dividend Aristocrat with more than 30 consecutive years of dividend increases (dividends paid continuously since 1916). The current quarterly
dividend is $1.69/share; the most recent increase (April 2026) was a modest 0.6%, continuing a multi-year pattern of small raises — the five-year average
dividend growth rate is roughly 0.6% per year, which barely keeps pace with, let alone beats, inflation. Because the dividend itself was not cut,
yesterday’s price crash mechanically pushed the yield up to roughly 3.1%, well above its own 5-year average of around 2.6-2.8% — a genuine
income-investor talking point, though one that reflects a falling stock price rather than a raise. The payout ratio is reported inconsistently across sources
depending on the earnings basis used (roughly 40% on operating/non-GAAP EPS, roughly 60% on GAAP EPS, under 50% on a free-cash-flow basis) — all
comfortably sustainable, none screaming danger.

On the balance sheet: IBM’s $6.4 billion all-cash HashiCorp acquisition (closed 2025) added to a debt load already elevated from the 2019 Red Hat deal,
but IBM’s Altman Z-Score of 3.28 sits comfortably in the “safe” zone for bankruptcy risk, and the company generated $14.73 billion of free cash flow in
FY2025 with guidance (pre-warning) for further growth in 2026. There is no evidence in this research of an Oracle-style balance-sheet stress story here —
IBM’s capital structure looks conservative relative to its cash generation, even after the HashiCorp deal and the ongoing $10 billion, five-year quantum
computing investment Krishna announced.

4. Competitive Analysis

IBM fights on three largely separate battlegrounds, and its position varies sharply by front:

‘ Battleground Key competitors IBM’s position

Hybrid/private cloud infrastructure & platform AWS, Microsoft Azure, Google Cloud IBM competes selectively rather than for public-cloud share;
Red Hat OpenShift is widely regarded as the leading
enterprise Kubernetes platform, giving IBM real leadership in
the specific hybrid-cloud niche it chose to fight in

Enterprise software (automation, data/Al, ERP-adjacent) Oracle, SAP, Salesforce, Microsoft A credible but not dominant player; watsonx has built a real
(if still-developing) generative Al business, but IBM is not the
category leader here

IT consulting & systems integration Accenture (~$70.7B revenue, several times IBM Consulting’s = IBM Consulting differentiates on technology depth and
scale), Infosys, TCS, Capgemini, Wipro hybrid-cloud/AI implementation expertise, but is smaller and,
per multiple industry comparisons, seen as less nimble and
more “legacy-associated” in brand perception than Accenture

Mainframe / mission-critical transaction processing Effectively no direct competitor at scale This is IBM’s strongest moat by far — Z-series mainframes
and their software stack remain deeply embedded in banking,
insurance, and government infrastructure, with switching
costs high enough that this segment’s volatility (as seen this
quarter) is about launch-cycle timing, not competitive share
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loss

Microsoft is IBM’s single broadest rival, contesting IBM across cloud infrastructure, enterprise software, and (via its own consulting-adjacent Al services
push) even encroaching on the consulting battleground.

The moat, honestly assessed: IBM’s mainframe/transaction-processing franchise and Red Hat’s hybrid-cloud leadership are both genuinely wide, durable
moats — arguably comparable in kind to Oracle’s database entrenchment. The weaker links are Consulting (scale-disadvantaged versus Accenture) and
general enterprise software (credible but not category-leading versus Salesforce, SAP, and Microsoft). This week’s results were disproportionately a story
about the strongest part of the moat (Z mainframe) having a rough quarter for timing/macro reasons — not about the moat itself eroding.

5. Management Assessment

Arvind Krishna has been CEO since April 2020 and is generally credited with a genuine, multi-year turnaround: divesting the lower-growth managed
infrastructure business (the 2021 Kyndryl spinoff), doubling down on hybrid cloud and software via the $34 billion Red Hat acquisition (completed 2019,
under his presidency before becoming CEO) and the $6.4 billion HashiCorp deal, and re-accelerating revenue growth from roughly flat in the pre-2020 era
to high-single/low-double-digit growth through FY2025 and Q1 2026.

What’s encouraging about this week specifically: Krishna chose to get ahead of the miss with an unusually direct, self-critical public letter (“we
faltered... we did not adapt and move quickly enough”) rather than waiting for the scheduled call — a defensible transparency choice, even if it guaranteed
a harsh immediate market reaction. He also used the letter to explicitly name what’s still working (Red Hat’s acceleration to 11%, record Distributed

Infrastructure performance, continued consulting GenAI momentum) rather than only delivering bad news.

What’s more concerning: This is the second time in roughly five months that IBM’s Al-era narrative has whipsawed the stock — a February 2026 scare
(dubbed the “Al Ghost Trade” by Wedbush, on fears that Al coding tools could accelerate legacy-mainframe modernization and erode IBM’s install base, a
fear Wedbush argued was overblown and which largely faded) and now this. Two sharp negative surprises inside of half a year, on top of admitting large
deals “failed to close on the timelines we expected,” raises fair questions about the predictability of management’s near-term forecasting, even if the longer-
run strategic direction remains sound.

Insider ownership and activity: Insider ownership is minimal (~0.5% of shares, typical for a company this size and age; CEO Krishna’s personal stake
and equity awards are estimated in the $50—70 million range — meaningful in absolute terms but a tiny fraction of the company). Reporting on recent
insider trading is mixed: some sources tracking dollar-value activity show net selling in the weeks before the crash (roughly $6.7 million sold versus under
$1 million purchased, per one tracker), while other ownership-focused sources describe recent activity as routine, 10b5-1-plan-driven, or even net positive
in share-count terms, with one board member (David Farr) a notable recent buyer. This research could not fully reconcile the discrepancy and treats it as a
minor, mixed signal rather than a clear red flag.

Institutional ownership: ~63% institutional, BlackRock the largest holder at roughly 8.25% of shares outstanding — a conventional, widely-held
ownership structure with no single controlling shareholder.

6. Growth Drivers

Near-term (next 1-2 quarters): - Whether the “large deals” that slipped in Q2 close in Q3 — management’s own framing suggests this is a timing issue,
and the July 22 call should offer an early read. - Red Hat’s acceleration to 11% growth, if sustained, is a genuinely positive signal buried inside an
otherwise weak quarter. - Full-year 2026 guidance reset at the July 22 call — the market will be parsing not just whether guidance is cut, but by how much,
as a proxy for whether this is temporary or structural.

Long-term (multi-year): - Continued watsonx/generative Al monetization, building on a >$12 billion inception-to-date bookings base. - The next
mainframe cycle (z17 successor) — mainframe revenue is lumpy by nature, and a future launch should eventually repeat the pattern that drove 21% and
15% Infrastructure growth in the two quarters before this one. - The $10 billion, five-year quantum computing investment, targeting a fault-tolerant
machine by 2029. Barclays analyst Raimo Lenschow has been explicit that his (pre-crash) $350 base case for IBM rested on the core enterprise software
business, not on quantum — quantum is framed as call-option upside on top of the core thesis (contributing to a more optimistic $449 bull case), not the
near-term investment case itself. - Continued HashiCorp integration, expanding IBM’s infrastructure-automation and security tooling cross-sell into its
existing enterprise base.

Probability/impact framing: the near-term drivers are moderate probability and will be substantially resolved one way or the other within eight days. The
long-term drivers remain intact and largely unaffected by this specific quarter’s disclosure — the quantum bet in particular is a multi-year, low-
probability/high-impact call option that this week’s news doesn’t meaningfully change either way.

7. Risk Analysis
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Near-term guidance risk High probability of some full-year guidance reduction at the July 22 call (BofA has already
stated this expectation); severity depends entirely on magnitude — modest trim vs. structural
reset are very different outcomes for the stock

Execution/forecasting risk Moderate-to-high — this is the second sharp Al-era narrative whipsaw in five months, and
management directly admitted to being caught off guard by both deal-timing and the
magnitude of a trend they say they partially anticipated

Consulting cyclicality risk Moderate — signings weakness predates this quarter by over a year, and the sector-wide June
18 Accenture-driven selloff shows this is an industry dynamic IBM can’t easily out-execute its
way past

Mainframe-cycle risk Moderate — inherent to the business model; the current normalization was expected in kind,
just not in magnitude, which somewhat limits (but doesn’t eliminate) the read-through to the
next cycle

Competitive/Al-disruption risk Moderate — Citi’s “Al-Loser” framing captures a real, sector-wide narrative risk that AT

reduces demand for traditional enterprise software/services spend; IBM’s own GenAl book of
business is a partial, not complete, counterargument

Balance sheet/financial risk Low — Altman Z-Score in the safe zone, consistent multi-billion-dollar free cash flow
generation, Dividend Aristocrat track record; this is not a leverage-driven story

Valuation risk Moderate — HSBC’s pre-crash critique (22x CY27 non-GAAP earnings vs. a 16.9x sector
median) was a legitimate, crash-independent concern; post-crash multiples (~16x) are more
reasonable but assume CY27 estimates themselves don’t fall much further

Macro/sentiment risk Moderate-to-high near-term — IBM is now a proof case in the broader “is Al capex crowding

out enterprise software spend” debate playing out across the sector; further negative sector
news could keep pressuring the stock independent of IBM-specific fundamentals

8. Valuation

Forward P/E (CY2027 non-GAAP), pre-crash ~22x (at $290.23) HSBC flagged this as stretched vs. a 16.9x sector median

Forward P/E (CY2027 non-GAAP), post-crash ~16x (at ~$218) A meaningful re-rating; now below IBM’s own recent history
and closer to sector norms

Trailing P/E ~19x (Google Finance, post-crash) Roughly in line with IBM’s longer-run historical average

GuruFocus GF Value (quant fair-value model, pre-crash) ~$239 vs. then-price $290.23 Flagged as “modestly overvalued” (~21%) even before the
warning

Consensus 12-month price target ~$290-293 across ~24-29 analysts Treat as stale — most component targets predate the July 14

warning; the range spans a verified post-warning low of $191
(HSBC) to $350 (Oppenheimer)

“Synthetic IBM” comparison (HSBC) A basket of SAP, Accenture, HP, and IonQ priced similarly to =~ A provocative relative-value argument, not a fundamental
IBM pre-crash valuation method — illustrates the bear case’s core claim that
IBM’s parts may be worth more apart than together

EV/FCF (BofA framework) 20x CY2027, cut from 21x BofA’s own multiple compression, layered on top of a price-
target cut

This analyst’s read: the crash did real, not purely emotional, work on the valuation — a stock trading at a premium multiple to its sector one day is now
trading at a discount-to-modest-premium multiple the next, without any change yet to the actual earnings estimates it’s being measured against. That’s the
mechanical part. The open question the July 22 call will answer is whether CY2027 estimates themselves need to come down (in which case today’s
“cheap” multiple is partly an illusion) or whether the miss proves largely contained to Q2 timing (in which case the multiple compression is a genuine, not-
yet-fully-priced opportunity). Both HSBC’s structural valuation critique and the “this is a re-rating opportunity” bull case can be simultaneously reasonable

— they’re really disagreeing about the trajectory of future earnings, not about today’s price-to-current-earnings math.

9. Market Sentiment

e Analyst ratings: Roughly 15 buy, 7 hold, and (as of the HSBC downgrade) 2 sell-equivalent ratings across ~24 covering analysts — a still-bullish-
tilted distribution despite the crash. Post-warning, reactions split sharply: Morgan Stanley raised its target to $293 from $267 (Equal-weight/Hold),
Oppenheimer raised to $350 from $320 (Outperform, reiterated), Evercore ISI reiterated Outperform at $310, Susquehanna initiated fresh coverage at
Neutral/$303, BofA trimmed to $280 from $330 while keeping Buy, and HSBC — in a call dated the day before the warning, on valuation grounds —
cut to Reduce/$191.

e Institutional ownership: ~63% institutional, no controlling shareholder; flows have been modestly positive over the past year as IBM’s strong 2025

performance drew index and active-manager buying (some of which is now underwater on a mark-to-market basis after this week).
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e Insider activity: Mixed/inconclusive signals, as noted in Section 5 — some dollar-value net selling in recent months, but no clear, unambiguous red

flag, and at least one board-level net buyer earlier in 2026.

e Technical sentiment: Extreme — see Section 10. The options and short-interest picture isn’t fully captured in this research, but the scale of the single-

day move (roughly 5x normal volume territory implied by the market-cap swing) indicates broad-based institutional repositioning, not a narrow, thinly-

traded move.

e Overall sentiment: A genuinely split Street, with more analysts (by count and by direction of target revisions) leaning toward “overreaction” than

toward “structural break” — but with the most bearish single voice (HSBC) making a valuation argument that doesn’t actually depend on the crash

being resolved either way.

10. Technical Analysis

(For trade timing context only — this section should never override the fundamental risk picture above, and is unusually extreme right now given

yesterday’s move.)

RSI (14-day) ~12-30 depending on source/timing

MACD =83

20/50/100/200-day moving averages All broken simultaneously

50-day MA ~$289

200-day MA ~$279-280

5-day MA ~$219

Aggregate technical rating “Strong Sell” (moving averages), “Sell” (oscillators) per
TradingView

Price vs. all-time high ~34% below the $332.46 high set June 2, 2026

Volume Multiples of the ~10M average daily volume

Extremely oversold — readings this low are rare and
historically associated with near-term mean-reversion
potential, though not guaranteed, especially amid a genuine
fundamental shock

Strongly negative, confirming bearish momentum

A rare, “waterfall” breakdown of every major trend indicator
at once — the direct technical signature of yesterday’s single-
day move rather than a gradual downtrend

Far above current price

Far above current price

Roughly at current price, given how recent and dramatic the
move was

Confirms the trend-following picture, though this is
measuring the aftermath of a known event, not predicting a
new one

Substantial, fast round-trip in just six weeks

Confirms broad, high-conviction institutional participation in
the move, not thin/illiquid trading

Read: this is about as extreme a technical picture as a large, historically low-volatility (beta ~0.68) stock can produce in a single day. Every mechanical

trend-following signal says sell; the oversold oscillators say the move may be overextended in the very short term. Neither should be weighted heavily

against the fundamental picture — this table mainly confirms that yesterday’s move was real, broad, and dramatic, which the rest of this report has already

established from the fundamental side.

11. Investment Scorecard

Note: “Risk” is scored inverted — 10 = highest risk, which is a negative for the investment case, unlike the other seven factors where higher is better.

Business Quality

Financial Strength 8
Competitive Advantage / Moat 7
Management 6
Growth Potential 6
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Genuinely wide moats in mainframe/transaction processing
and Red Hat/hybrid cloud; weaker in general enterprise
software and consulting

Strong balance sheet (Altman Z-Score in the safe zone),
consistent multi-billion FCF generation, no evidence of
Oracle-style leverage stress

Two genuinely durable moats (Z mainframe, Red

Hat/OpenShift) offset by scale disadvantages versus
Accenture in consulting and versus Salesforce/SAP/Microsoft
in broader software

Credible multi-year turnaround track record, dinged this
quarter by admitted forecasting/execution missteps and a
second sharp Al-era narrative whipsaw in five months

Real drivers (watsonx, Red Hat, next mainframe cycle,
quantum optionality) but growth has just shown real near-



term fragility and was only “5%+” guided even before the
miss

Valuation 8 Meaningful, mechanically real re-rating to ~16x forward
CY27 earnings from ~22x pre-crash — among the more
statistically attractive entry points IBM has offered in years, if
CY27 estimates hold

Risk (10 = highest) 6 Elevated near-term uncertainty pending the July 22 call and
an admitted forecasting miss, but low balance-sheet/solvency
risk and no counterparty-concentration issue

Technical Setup 5 Extremely oversold (constructive) sitting inside a freshly and

completely broken trend structure (bearish) — genuinely two-
sided right now

Overall Investment Score: ~61/100

This sits meaningfully above where a structurally-impaired balance sheet story would score, and below where a name with fully resolved, confirmed
fundamentals would score. The number reflects a business that looks financially sound and statistically cheaper than it’s been in years, held back from a
higher score by the simple fact that a single, highly consequential piece of information — IBM’s own complete Q2 results and updated guidance — is

genuinely still unknown.

12. Recommendation: Watchlist (constructive lean)

Why not a high-conviction Buy today: IBM itself has not finished closing its books, has explicitly flagged that final figures could differ from yesterday’s
preliminary release, and will provide updated full-year guidance in exactly one week. Committing new capital with real conviction one trading day after an
unprecedented, still partially-explained event — even a statistically attractive-looking one — gets ahead of information that is genuinely, imminently
available.

Why not Avoid or a bearish call: the core franchise shows no sign of structural damage in this release — Red Hat accelerated, software still grew,
consulting held roughly flat, and the balance sheet remains sound. A majority of covering analysts, including several who moved after seeing the
preliminary numbers, either maintained or raised their targets, explicitly framing the reaction as overdone. The stock is also historically, statistically
oversold, which — while not a reason on its own to buy — argues against adding to the position of maximum pessimism at current levels.

What would move this toward Buy:

1. July 22 guidance holds up reasonably well — a modest, not severe, full-year guidance trim, consistent with a timing/execution story rather than a
structural one.

2. Evidence the “slipped” large deals actually closed in Q3, which management should be able to speak to directly on the call.
3. Red Hat’s 11% growth proves durable, not a one-quarter standout inside a weak print.

4. Technical confirmation — a sustained reclaim of the 50-day moving average (~$289) would suggest the market has moved from “panic” to

“recovery” pricing.

What would move this toward Avoid:
1. A severe full-year guidance cut on July 22, especially if framed as reflecting demand rather than timing.
2. Continued deal slippage into Q3, suggesting a genuine, not one-off, sales-execution problem.
3. Evidence that the “cybersecurity distractions” Krishna vaguely referenced turn out to be more material than implied.

4. A break of the new 52-week low ($212.34) on high volume after the July 22 call, which would suggest the market judged the full picture worse than

yesterday’s preliminary cut implied.

Indicative levels (context, not a trade plan, given this isn’t a Buy call)
e Current zone: $212-225, actively volatile
o First technical hurdle: reclaiming and holding the 5-day MA (~$219) and then the pre-crash gap-fill zone in the $250s
e Confirmation of a real trend change: a sustained move back above the 50-day MA (~$289)

¢ Invalidation of the “reset, not broken” thesis: a decisive close below $212.34 on elevated volume, particularly if it happens after (not before) the
July 22 call

13. Scenario Analysis
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‘ Key assumptions Revenuelearnings outlook lllustrative 6-12mo fair value* | Estimated probability

Bull Q2 miss proves predominantly a Software/Infrastructure growth ~$270-300 (partial-to-near-full ~35%
timing issue; slipped deals close in resumes toward high-single/low- retracement)
Q3; Red Hat and software double digits by Q3-Q4; FCF
reaccelerate; July 22 guidance cut guidance largely intact

is modest or full-year targets are
reaffirmed with color on H2

recovery
Base July 22 confirms a real but Full-year growth settles into mid- ~$230-270 ~45%
contained full-year guidance cut; single digits; margins hold roughly
Consulting stays soft; no further steady
deterioration but no quick snapback
either
Bear July 22 reveals the Q2 miss as an Guidance cut meaningfully; multi- ~$180-212 (retests or breaks the ~20%

early sign of a more structural issue ~ quarter reset in growth expectations = new 52-week low)
— continued deal slippage,

consulting growth stalls further,

competitive/Al-disruption narrative

gains credibility

Illustrative estimates based on the scenario assumptions, not precise price targets — treat as directional, not predictive.

14. Final Verdict Memo

Would I invest in IBM today? Based on this analysis: not in the next eight days, but this is the closest thing in this research series to a “buy the
resolution, not the rumor” setup — a name where the fundamentals look more attractive than the price action alone suggests, with a specific, known,
near-term event that should resolve most of the uncertainty either way.

Why hold off right now specifically: this isn’t a case of genuine, open-ended uncertainty the way Oracle’s counterparty-concentration risk is — it’s a case
of known, imminent uncertainty. IBM will tell the market its actual, complete story in one week. Acting today means either front-running that information
with a bullish bet that several credible analysts already share, or front-running it with a bearish bet that the balance sheet and franchise quality don’t

obviously support. Waiting costs relatively little in a stock that’s already down ~25% and technically extended; it buys a materially more complete picture.

What would need to change before this becomes a Buy: primarily, confirmation on July 22 that this was a timing-and-execution story rather than a
demand-and-competitive-position story — watch the magnitude of any guidance cut, management’s specific commentary on whether the slipped deals
closed, and whether Red Hat’s acceleration was durable rather than a one-quarter artifact. Secondarily, some resolution of the vague “cybersecurity

distractions” Krishna referenced would remove one of the few genuinely unexplained pieces of this week’s story.

A practical note: if you already hold IBM through this crash, the considerations around holding versus trimming are different from a fresh-money decision,
and depend on your cost basis, portfolio concentration, and conviction in management’s forecasting credibility going forward — worth a conversation with
a financial advisor who can see your whole picture rather than a general framework like this one.

Sources

Key sources consulted (July 2026 unless noted): IBM Form 8-K preliminary Q2 2026 results and Arvind Krishna’s letter to investors (SEC EDGAR, July
14, 2026); IBM Q1 2026 and Q4 2025 earnings releases (SEC EDGAR, April 22 and January 28, 2026); CNBC (Q2 warning coverage, July 14, 2026);
Yahoo Finance / BeInCrypto (premarket and market-reaction coverage, July 14, 2026); Seeking Alpha (market reaction and technical coverage, July 14,
2026); Disruption Banking and BigGo Finance (crash explainer and analyst-reaction roundups, July 14, 2026); Investing.com (HSBC downgrade coverage
and technical data, July 13-14, 2026); BeStStocks (post-warning analyst target verification and timeline reconciliation, July 14, 2026); The Motley Fool
(market reaction, July 14, 2026); Finbold (analyst price target roundup, July 14, 2026); citybiz (technical indicator coverage, July 14, 2026); GuruFocus
(forward P/E, ownership, and Altman Z-Score data); StockAnalysis.com and ChartMill (consensus estimates and analyst ratings); WallStreetZen and
RevenueMemo (ownership structure); Sure Dividend, MerryDiv, and InvestSnips (dividend history and Aristocrat status); TS2.tech and IndMoney
(valuation-comparison and multi-month historical context, including the February 2026 “Al Ghost Trade” and June 18, 2026 Accenture-driven selloff); The

Brand Hopper and various competitive-analysis aggregators (competitive landscape).

This report reflects publicly available information as of July 15, 2026 — one trading day after IBM’s preliminary Q2 disclosure and one week before its
complete results. This is among the fastest-moving situations in this research series; treat anything here as provisional until IBM’s July 22, 2026 earnings
call and verify against current sources before acting.
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