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— STG 2010
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Impact on IBM and the Marketplace

Software

* Key middleware
features/functions

= Technical roadmaps
for acquisitions

Services

= Improving margins °
» Creating assets
= Services quality

= System S
Systems Intellectual
* Extending Z&P s | iwetrsRalwe:  Property
Leadership | = Transfer IP to
= Virtualization IBM brands
= Low-power Data = Patent leadership
Centers = |P income

* Petaflop machine
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In 2010, STG revenue was...

18% of IBM 27% of Growth Markets 53% of China
mETG =iEM WETG - Growih Markets mSTG wChins
2010 2010 2010

Growth Markets % of IBM Geographic Revenue™




« EPS Roadmap

— Historical Performance
—Long Term EPS Roadmap

— 2015 Roadmap

— IBM Transformation

— IBM Transformation continues
— Operating Margins
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Historical Performance

Eamings Per Share Revenue and Pre-tax Income
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2015 Roadmap &

Operating PTI | EPS *
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Software confributes nearty half of
our segment profit

Growth initiatives defiver $20B in
revenue growth

Growth markets revenue reaches
25% of IBM's total

Enterprise productivity delivers
another $8B in gross savings

IBM generates $1008 in free cash
flow, returning 70% to shareholders
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Operating PTI / EPS * At Least

$20
-
B Segment Operating PTI$ Koy
—— Operating EPS "
Source: Loughridoe IBM (May 20710) - |
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B Hardware / Financing B Services W Software

*F MNon-GAAP: Excludes Acquisition-related charges and non-operating retirement-related expense o .




2015 Roadmap: IBM Transformation Continues

Operating PTI/ EPS" t Key Drivers:
" « Revenue Growth

= Operating Leverage

At Least

M Segment Operating PTI 513 = Share Repurchase
—— Operating EPS '

Key Objectives:

= Add another $100B in free cash flow
= Retumn $70B in capital to shareholders
= Spend $20B on acquisitions
= Nearly double software profits
= Growth markets’ revenue contnbution
W T M| W ™ T W W W W N e 12 "Ml e "be mammmmmm

I Hardware / Financing " Sarvices B Software
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IBM Growth Strategy

Growth Markets '

\
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Analytics o

Next-gen Data Center and Cloud

L

Smarter Planet
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Revenue Mix
Base Revenue

Gr‘ gy [|I 1

2015
Operating EPS

IBM expands margins in 2015 Roadmap through a
continuation of our shift to higher value
% of Operating Segments Profit*

2000** 2009 2015
® Hardware/Financing " Services ® Software

* Sum of operating segment pre-tax income not equal to IBM operating pre-tax income
** Stock-bosed compensation expense was not recorded at the segment level and excludes Enterprise Investments

Mixing toward our most profitable segment

© 2010 International Business Machines Cerporation WIH dﬁ'\fﬂ -—$G ?5 -ﬂr EPS in 20 l' 5 42
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IBM expands margins in 2015 Roadmap through a
continuation of our shift to higher value
- [ % of Operating Sesments Profit* ]

Revenue
Growth
~$3.05

45%

27% I8%

38%

35% 167%

2000** 2010 2015
® Hardware/Financing 1 Services 1 Software
20 'f-"- * Sum of operating segment pre-tax income not equal to IBM operating pre-tax income
Operating EF5 # Stock-based compensation expense was not recorded at the segment level and excludes Encerprise lnvestments

€ 2011 Indemational Business Machinds Corporaton
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Smarter Planet
- Grows to ~§10B business by 2015
Approximately 400 recent client
- engagements ilustrate reach
- Growth Markets \ / Business Analytics

Growth + Approaches 30% of IBM's « Grows to ~$|6B business
~$3.05 geographic revenue by by 2015
2015
* Contributes ~20% of IBM’s
+ Contributes ~50% of growth over the Roadmap
IBM's growth over the

I RN

Cloud
Grows to ~$7B business by 2015,
2015 of which ~$3B is incremental
Operating EPS

© 2011 Indemalional Business Machinirs Comporaton
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Growth Initiatives TS

]

W

Revenye
Growth
~$3.05

Over the 2015 Roadmap these four initiatives deliver
~$20B of revenue growth, over two-thirds of IBM's growth

- ~$50B
-$TB

I1-12% CAGR

2015
Operating EPS

€201 Imbesmalticnal Bismingss Machiis Conpoialon

2010 Growth Smarter  Business Cloud 2015

ﬁ_ml e “’K'":;r Markets Planet Analytics ~ Computing :::l:“;
Initiatives Initiatives
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IBM Growth Markets strategies

2010 - 2015 ~ $17B incremental revenue

Country / Market Selection

Market Expansion

Grow faster than market

Outpace Major Markets growth > 8 pts

Approach 30% of IBM geographic

Industry revenue

Leadershi
P Drive margin expansion




SmarterCities IBM

A Planet of Smarter Cities

In 2007, for the first time in history, the majority of the world's population

lived in cities — 3.3 billion. By 20350, city dwellers are expected to make up
70 percent of the Earth's total population — 6.4 billion.
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