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ABSTRACT 

 
This paper investigates whether companies that institute large buybacks will see a large stock 
increase in subsequent quarters. If the hypothesis holds, we should observe a correlation 
between buyback value and stock performance relative to the S&P 500. This could provide 
investors with a predictive tool for movements in stock, and potentially enhance safety. We 
analyzed data from 2022-2023 from the top 10 largest companies by market cap (as of 8/92024)  
in the S&P 500 and Russell 2000, comparing it to a control group, the S&P 500. Data regarding 
common shares outstanding, net income, short/long/total liabilities, and buyback value per 
quarter were gathered from each company's 10-Qs and 10-K’s. Closing share prices were 
obtained from Yahoo Finance. This study revealed no correlation between buyback value and 
company performance. However, the data provides insight into the financial characteristics of 
companies that engage in buybacks, how company performance changes as repurchase values 
grow, and comparison between stock repurchases between the S&P 500 and the Russell 2000.  
 

INTRODUCTION 
 
Throughout investment history, investors have sought strategies to identify strong investment 
opportunities. For example, on September 17th of 2013, General Electric had repurchased 
roughly $50 billion worth of its own stock. At that time the shares were listed at $117.18 each.  
By the end of the year, the stock price had risen to $134.33 a share, reflecting a more than 12% 
increase in value. This paper aims to test the hypothesis that companies that institute large 
buybacks will see a large stock increase in subsequent quarters. By identifying a correlation 
between companies that institute large buybacks and stock price increases, investors could use 
buyback value as an additional factor in their investment decisions, making them both safer and 
more reliable.  While we cannot definitively prove that stock price increases are a direct result of 
buybacks, we can be reasonably confident in the correlation. 
 
A stock buyback occurs when a company repurchases some of its outstanding shares. 
Companies buy back stock primarily because they want the share price to go up, which as a 
result earns the company more money. Additionally, buybacks might serve strategic purposes. 
Why might companies buy back stock? Or in other words invest in themselves? Well one reason 
might be to consolidate ownership. Owning a share of a company means a few things, for one 
you have a vote on company policies and some financial decisions. The second reason is often 
why someone buys a share in the first place; equity in the company. By buying back stock in 
your company, you are taking away the amount of say/votes people have in the company, and 
gaining equity (Segal, 3 Reasons Companies Choose Stock Buybacks).1 Another reason a 
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company might buy back its stock could be to project financial stability to investors, as a 
company struggling financially might drive investors away. In summary, while stock buybacks 
are strategic, they are done with the expectation of higher share prices. 
 
In recent years, companies such as Apple, Google, Meta, and Microsoft have been among the 
top stock buyers. The companies at the top of this chart are generally well established and 
financially stable. For instance, Tesla, which in 2022 had its share of financial struggles, and did 
not buy back any of its stock for the next few years. However, Apple, being a well known 
powerhouse, has been a leading repurchaser of its own stock. In conclusion, companies with 
substantial liabilities, low earnings, or any other reflection of financial stability are less likely to 
buy back stock. In times of peril, a company might even choose to sell some of their own stock, 
whereas those that are strong financially are less inclined to do so. 

 
With fear of a market correction upcoming, investors look to take advantage of the strong run 
the market has had this year in 2024. However, during troubling times investors may find trouble 
finding safe, reliable investments. If a correlation between a company’s buyback value and stock 
price is found, it could do just that. Investors often analyze data to determine potential 
investments, and buyback value could become an important piece of this analysis. Typically, 
before an investment is made, investors look at company filings and reports, if a company does 
not meet certain criteria, they would not make the investment. If there is a correlation between 
buyback value and stock price increase, buyback value could be another factor that would help 
mitigate risk. 
 
To test our hypothesis, we analyzed the top 10 companies from the S&P 500 and Russell 2000, 
examining their 10 Q filings and pulling data from various categories. We then compared this 
data with the performance of the S&P 500 as a whole. By finding trends between a specific 
company buying back stock and stock performance (this could be found several ways), we 
observed that companies performing well often engaged in buybacks. Although we can’t prove 
buying back stock directly leads to stock increase, we can become more and more confident 
through further testing of more companies and data.  
 

METHODOLOGY 

To begin the experiment, data was gathered from the top ten highest-value companies within the 
S&P 500, and separately from the top ten highest-value companies in the Russell 2000. A 
comparative analysis was then conducted between these two groups of companies, along with a 
third reference point: the S&P 500 index as a whole. The rationale behind analyzing both the 
Russell 2000 and the S&P 500 was twofold: first, to explore how stock repurchases vary across 
companies of different sizes and market capitalizations, and second, to ensure that the findings 
could be applied broadly to a range of company types, from large-cap to smaller-cap 
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companies. The S&P 500 was chosen as the control group because it is widely recognized, 
contains some of the largest and most influential companies in the market, and has a relatively 
neutral distribution of companies that engage in stock buybacks. This allows for a balanced 
comparison, enabling an assessment of both individual company performance and broader 
market trends (S&P 500).2 

To collect relevant data, quarterly SEC filings for the years 2022 and 2023 were reviewed. This 
specific time frame was selected to avoid potential distortions from the economic disruptions 
caused by the COVID-19 pandemic, ensuring that the results reflect current market conditions 
and trends. By focusing on this recent period, the data gathered is more applicable to today's 
business environment, which has seen shifts in both market behavior and financial strategies. 

The SEC’s quarterly and annual filings for each of the companies in the analysis were carefully 
examined. Special attention was given to companies with fiscal years that do not align with the 
calendar year. For these companies, data from the closest quarter to the respective calendar 
quarter was selected to maintain consistency. Historical closing share price data from Yahoo 
Finance was used to complement the SEC filings. Key financial metrics, including net income, 
the number of common shares outstanding, short-term and long-term liabilities, and the number 
of shares repurchased, were extracted from the filings. These figures were then 
cross-referenced with the share price data to calculate market capitalization, estimated and 
actual buyback values, and the buyback percentage relative to market cap. 

One key metric focused on was net income, which reflects a company's profitability after all 
expenses have been deducted from its total revenue. Net income is a measure of financial 
health, offering insight into whether a company is generating sufficient profit to sustain its 
operations, reinvest in growth, and meet its financial obligations. A positive net income indicates 
operational efficiency and profitability, which are essential for attracting investment and ensuring 
long-term sustainability. The hypothesis was that a positive correlation would exist between net 
income and stock repurchases, as financially healthy companies are more likely to engage in 
buybacks to return value to shareholders (Bonifacio, Net Income: Understanding the Bottom 
Line of Business Finances).3 

Another critical variable in the study was the number of common shares outstanding. This metric 
provides an essential measure of the company’s size and plays a central role in valuation. By 
multiplying the number of shares outstanding by the closing share price, market capitalization 
was calculated. This figure is also important when examining stock repurchases, as it enables 
the calculation of the percentage of shares repurchased relative to the total number of shares 
outstanding. Larger companies may repurchase more shares in total value or volume, but 
smaller companies might have a more significant impact on their stock price by repurchasing a 
higher percentage of their outstanding shares. This is particularly relevant when analyzing the 
effect of buybacks on stock price and market perception. 
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The number of shares repurchased was the central focus of this study. The main hypothesis 
was that companies engaging in stock buybacks tend to perform well in terms of financial 
growth and stock price. Therefore, tracking the number of shares repurchased was crucial for 
understanding the dynamics between repurchases and company performance. However, as the 
analysis progressed, it became clear that other factors such as net income, market 
capitalization, and liabilities also played a significant role in shaping the companies' decisions to 
repurchase stock. These additional variables revealed trends and patterns that were not initially 
anticipated, offering deeper insights into the financial health of companies engaged in stock 
buybacks. 

To assess the relationship between stock buybacks and company performance, buyback values 
for each quarter were compared with the corresponding performance of each company. The 
performance metric used was the company’s closing share price relative to the broader market 
performance, specifically that of the S&P 500 index. By using the S&P 500 as a benchmark, the 
analysis aimed to determine if a company’s stock repurchase activity was directly correlated 
with its performance in relation to the market. The initial results showed only a minimal 
association, suggesting that, at least on a quarterly basis, stock buybacks may not have an 
immediately observable impact on share price performance relative to the market. 

However, recognizing that stock buybacks might have more long-term effects, the analysis was 
refined. Instead of focusing on quarterly buyback figures, the total value of stock repurchases 
over the two-year period for each company was calculated. These cumulative buyback values 
were then compared to each company’s overall performance relative to the market (S&P 500) 
during the same period. This adjustment led to more significant findings, revealing a stronger 
correlation between total buyback value and company performance over the longer term. This 
suggests that stock repurchases may have a delayed or cumulative effect on a company’s stock 
price, rather than an immediate, short-term impact. 

To explore the relationship between stock repurchases and a company’s financial health, the 
analysis was expanded to include additional financial indicators such as net income and 
liabilities. By comparing buyback figures to net income and liabilities for each quarter, insights 
were gained into the financial condition of companies engaging in stock repurchases. The goal 
was to determine whether a company’s income or liabilities made it more inclined to repurchase 
shares, identifying any patterns or trends in the decision-making process behind stock buybacks 
and how these actions might reflect a company’s broader financial strategy. 

For the companies within the Russell 2000, the data collection process was slightly different. 
Repurchase amounts for these companies were reported in terms of the number of shares 
repurchased. The analysis shifted to focus on the percentage of shares repurchased relative to 
the total shares outstanding, which provided a more accurate representation of the scale of 
buybacks relative to company size. This approach allowed for tracking how repurchase activity 
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impacted stock performance relative to the market. The data for Russell 2000 companies 
appeared somewhat more erratic compared to the more stable trends seen with the S&P 500 
companies, indicating that stock repurchases may have a more diverse or unpredictable impact 
on smaller-cap companies. It suggested that smaller-cap companies, such as those in the 
Russell 2000, may experience different market responses to buybacks than larger-cap 
companies in the S&P 500. 

This analysis revealed that stock buybacks are not a one-size-fits-all strategy. The effect of 
repurchases on a company’s stock price and overall performance varies depending on factors 
such as company size, financial position, and broader market conditions. These findings 
highlight the complexity of stock buybacks and suggest that a company’s decision to repurchase 
shares is influenced by a combination of internal financial health and external market factors. 

Stock Splits 
 
Because the companies in the S&P 500 grow so rapidly, many of them undergo a stock split 
during the two year time period we are analyzing data from. Stock splits are when a company 
divides its existing shares outstanding into smaller shares, increasing the total number of 
shares, whilst decreasing the price. A company might do this because the price of one share 
has grown too large and the company would like to keep it low. Because the common shares 
outstanding in each of the SEC filings was sometimes taken a few weeks after the end of the 
quarter, and the closing share price was taken at the end of the quarter, if a stock split happened 
between the two dates, we would end up with the pre-split closing share price and a post-split 
shares outstanding value. To compensate, we approached dividing the share price by the stock 
split ratio to find what the closing share price would be after the split. This was an issue only 
encountered with the S&P 500 companies, and the exact time frame the splits happened are 
shown highlighted in yellow in Figures 1 and 2. 

 
RESULTS 

 
The following data is for the S&P 500 portion of the experiment: 
 
Figure 1: 
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This figure presents data for one company (Apple) alongside the control group (S&P 500). In 
Image One, columns 1 through 6 contain basic company information. While this data is not 
directly used in our analysis, it provides insight into the types of companies engaging in stock 
buybacks. The date column was crucial in ensuring accurate quarter-to-quarter comparisons, as 
some companies’ fiscal years do not align with the standard calendar year. The “Common 
Shares Outstanding” column, though not useful for direct data comparisons, plays a key role in 
calculating other financial metrics such as market capitalization and certain buyback 
percentages. The closing share price, when multiplied by shares outstanding, yields the market 
cap, which is shown in the next two columns. The closing share price was also used to track 
company performance. Additionally, the liabilities and net income columns provide insight into a 
company’s financial state at the time of buybacks. This allows us to analyze not only whether 
buybacks impact performance but also the financial condition of the companies engaging in 
them. Of course, the data on stock buybacks is the most important component of the table and 
is utilized in every chart we create. For S&P 500 companies, buyback values were recorded in 
dollar amounts. The “Buyback per Quarter” and “Buyback % of Market Cap” columns are 
derived from the “Buyback Value per Quarter” column. 

● Buyback per Quarter is calculated by dividing the buyback value by the closing share 
price, providing an estimate of the number of shares repurchased. 

● Buyback as a % of Market Cap is determined by dividing the buyback value by the 
market cap. 

● % Impact is found by dividing the buyback value per quarter by the change in market cap. 

The full data table contains data for all 10 S&P 500 companies. Link 
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Figure 2: 

 
The values presented in this chart are derived from the columns "Change Compared to Market," 
"Buyback Value," and "Market Cap." The "Change Compared to Market" values are calculated 
by subtracting the percentage change in the S&P 500 index from the percentage change in a 
company’s stock price during the same quarter. The "Buyback Value as a % of Market Cap" is 
calculated by dividing the buyback value for each quarter by the market capitalization from the 
previous quarter, as we are interested in the company’s size before any stock repurchases took 
place. This chart illustrates the potential relationship between a company’s stock performance 
and its buyback activity within the same quarter. As shown, the graph reveals no apparent 
association (R² = 0), indicating that, among large-cap companies, there is no discernible trend 
between stock performance and buyback value within a single quarter. This lack of correlation is 
expected, as companies typically initiate buybacks only when they are in a strong financial 
position, and one quarter’s performance, whether strong or weak, is unlikely to significantly 
affect their ability to repurchase stock. A clearer picture of this relationship is shown in Figure 4, 
which examines the effect of performance and buybacks over a longer time frame. 
 
 
 
Figure 3: 
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In the chart above, each point represents a selected company from the S&P 500 over the entire 
two-year period. The X-axis shows the total buyback percentage of market capitalization, 
calculated by summing the buyback values each quarter and dividing by the market cap at the 
start of Q1 2022. While this method does not provide a perfect measure of the total buybacks 
over the two years, it offers a reasonable visualization that allows for easy comparison across 
companies of different sizes, as buyback values can vary significantly depending on company 
scale. The Y-axis represents the total change in stock value compared to the market, showing 
the percentage difference in growth between each company and the broader market over the 
same two-year period. As with previous analyses, the R² value here is low (R² = 0.015), 
indicating no discernible pattern between buyback percentage and performance. However, 
some trends are still observable. The three companies that repurchased less than 1% of their 
stock relative to market cap experienced minimal growth compared to the market. In contrast, 
among companies that repurchased more than 1%, three showed significant growth, while four 
grew at a rate similar to the overall market. Interestingly, among the four companies that grew 
similarly to the market, those with larger buybacks tended to show slightly more positive growth, 
though the difference is marginal. 
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Figure 4: 

 

In this chart, the buyback value for each quarter is compared with the net income for the same 
quarter. Since both metrics are value amounts for the same company, there’s no need to convert 
the values into percentages of market capitalization. The goal of this analysis is to determine 
whether there is a relationship between buybacks and net income, as this would suggest that 
buybacks can be used as a predictor of a company’s financial health and its ability to 
repurchase stock. When examining the S&P 500 data, a clear central trend emerges: 
companies with zero net income tend to buy back no stock, and as net income increases, 
buybacks also grow. While there are a few potential outliers at both ends of the net income 
spectrum, companies that deviate significantly from this trend, which may weaken the overall 
association, the general pattern still holds. This suggests that, on the whole, net income and 
buyback values are positively correlated. The trend indicates that companies with stronger 
financial performance are more likely to repurchase stock, and conversely, companies that 
repurchase more stock tend to have higher net income. Based on this relationship, it can be 
argued that companies engaging in larger buyback programs are generally more financially 
secure, which could suggest better future performance. 
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Figure 5: 

 
 
In the graph above, the percentage buyback value for a specific quarter of a company is 
compared with its performance over the following two quarters (i.e., if a company bought stock 
in Q1, its performance in Q2-Q3 is tracked). The percent buyback value is calculated by dividing 
the buyback value by the market cap. Meanwhile, the change compared to the market over two 
successive quarters was determined by multiplying the change compared to the market 
percentages for each quarter, including the principal (meaning it reflects a ratio rather than just a 
percentage increase or decrease). As shown in the chart, most of the data is clustered around 
the origin. The data appears fairly random, with no strong correlation, as indicated by an R² 
value of only 0.058. Many companies reported buyback values of less than 1% of their market 
cap per quarter, and their performance over the following two quarters remained relatively 
average. However, companies that repurchased more than 1% of their market cap in a single 
quarter exhibited a wider range of performance outcomes, with returns as high as over 200% 
and losses as steep as approximately -60%. In this range, the data appears less clustered, and 
while no clear trend emerges, companies that performed the worst tend to be on the lower end 
of the buyback value percentages. 
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The following data is for the Russell 2000 portion of the experiment: 
  
Figure 6: 
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This figure presents data for one company (SuperMicro Computer) alongside the control group 
(S&P 500), using the same control group as the S&P 500. In Image One, columns 1 through 6 
provide basic company information. While this data is not directly used in the analysis, it offers 
insight into the types of companies engaging in stock buybacks. The date column was crucial in 
ensuring accurate quarter-to-quarter comparisons, as some companies’ fiscal years do not align 
with the standard calendar year. The “Common Shares Outstanding” column, though not useful 
for direct data comparisons, plays a key role in calculating other financial metrics such as 
market capitalization and certain buyback percentages. The closing share price, when multiplied 
by shares outstanding, yields the market cap, which is shown in the next two columns. The 
closing share price was also used to track company performance. Additionally, the liabilities and 
net income columns provide insight into a company’s financial state at the time of buybacks. 
This allows us to analyze not only whether buybacks impact performance but also the financial 
condition of the companies engaging in them. Of course, the stock buyback data is the most 
critical component of the table and will be used in every chart we create. For Russell 2000 
companies, buyback values were recorded in share amounts. The “~Buyback Value” and “% 
Shares Repurchased” columns are derived from the number of shares repurchased. 

● Approximate Buyback Value was calculated by multiplying the number of shares 
repurchased by the closing share price. 

● % Shares Repurchased was found by dividing the number of shares bought back by the 
total shares outstanding. 

● % Impact was determined by dividing the buyback value per quarter by the change in 
market cap. 

The full data table contains data for all 10 Russell 2000 companies. Link  
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Figure 7: 

 

Similar to Figure 3, the graph above plots the change in a company's stock compared to the 
market against the percentage of shares repurchased, this time for Russell 2000 companies. 
The percentage change compared to the market is calculated by determining the percentage 
change in a company’s market capitalization and subtracting the percentage change for the 
S&P 500 during the same quarter. Since the buyback values for these companies are provided 
in terms of shares rather than market cap, the percentage of shares repurchased is calculated 
by dividing the number of shares repurchased by the number of shares outstanding in the 
previous quarter (to account for the stock count before any repurchases). One notable 
observation is that most companies looked at repurchased 0% of their shares, suggesting that 
smaller-cap companies don’t engage in buybacks as frequently. For those companies that did 
not repurchase shares, the spread of their percent change compared to the market is wide, with 
many showing a change of ±10% for that quarter. This indicates that smaller-cap companies 
with larger fluctuations in stock performance are less likely to repurchase stock, which makes 
sense, companies tend to repurchase shares when they are more financially stable or expect an 
increase in value. When excluding the companies that repurchased 0% of their shares, nearly 
all but six companies showed positive changes compared to the market. While we cannot 
conclusively say that higher percentages of shares repurchased lead to greater performance 
relative to the market, it appears that companies that engage in stock buybacks are more likely 
to experience positive growth compared to the broader market. However, as with the previous 
analysis, the time period in this chart may not be long enough to reveal a definitive trend. 
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Figure 8: 

 
Just like with Figure 4, the buyback value over two years for each company is compared with 
the total change compared to the market over those same two years, this time with several 
Russell 2000 companies. However, instead of the buyback values shown as a percent of the 
market cap, they are found by finding the percent of stock repurchased relative to the shares 
outstanding, which was done this way because repurchase values were given in terms of 
amount of stock. The change compared to the market was found the same way as in Figure 4, 
explained in the caption. Notice that all of the companies expressed tremendous growth 
compared to the market. With these smaller-cap Russell 2000 companies most of them didn’t 
buy back any stock at all. Notice how way fewer companies in the Russell 2000 bought back 
stock compared to the chosen S&P 500 companies. 
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Figure 9: 

In this 
figure, the approximate buyback value is observed and compared to net income, both measured 
per quarter. Since buyback values were provided in share amounts, the buyback value in dollars 
was estimated by multiplying the shares repurchased by the closing share price. In the chart, 
most companies hover just above $0 in net income, a stark contrast to the S&P 500, which 
reports significantly larger sums. The companies that engage in the most stock buybacks tend 
to fall within the -$50,000,000 to $100,000,000 net income range, excluding one outlier. Notably, 
these are the only companies actively repurchasing shares. Although data points outside this 
range are limited, this trend supports the idea that financially stable companies are more likely 
to buy back stock, whereas companies experiencing either a dramatic surge in net income or 
extremely low earnings are less inclined to do so. This data highlights a noticeable relationship 
between stock buybacks and net income. 
 
 
 
 
 
 
 
 
 

16 



Figure 10: 

This 
chart is similar to Figure 5, but this time it focuses on the Russell 2000. Along the x-axis, the 
“percent buyback value for quarter” shows the percentage of a company’s market cap that was 
repurchased in a given quarter. Since the companies vary in market cap, this allows for easier 
comparison on the chart. The “change compared to the market over successive two quarters” 
reflects how much a company’s performance changed compared to the market over the 
following two quarters. The goal of this chart was to assess whether stock buybacks had a 
longer-term effect on stock performance. However, the chart doesn’t provide clear conclusions. 
Most companies in the Russell 2000 reported no buybacks for many of their quarters. This 
makes sense, as these smaller-cap companies are going through periods of change and have 
not yet reached the financial stability of S&P 500 companies. For the quarters in which 
buybacks did occur, there is little to no impact on stock performance. This suggests that 
smaller-cap companies are not repurchasing stock as frequently, and when they do, their 
performance tends to mirror the broader market. 
 
 
 
 
 
 
 

17 



ANALYSIS 

To test our hypothesis that there is an association between buyback value and stock 
performance, we first aimed to establish a clear relationship between stock repurchases and 
stock performance. Our data visualizations initially suggested a random scatter across most 
charts, which made it difficult to discern any definitive trends. However, upon closer inspection, 
certain patterns began to emerge. While some data points appear to be randomly distributed, 
various external factors could explain this randomness, such as market conditions, economic 
cycles, and company-specific variables. Given the complexity of these factors and the inherent 
variability in stock buyback data, our findings do not yet provide conclusive evidence to 
confidently support our hypothesis. Nevertheless, despite the seemingly weak correlations, we 
can still break down the data into smaller segments and perform further analyses to uncover 
subtler trends. 

In the following two sections, we focus specifically on the S&P 500 companies and their stock 
repurchase behaviors. While the overall dataset for the S&P 500 appears unremarkable at first 
glance, closer analysis reveals underlying factors that may help explain the apparent 
randomness. One significant factor is the time period during which the data was collected. 
Additionally, by dividing the data into smaller, more specific categories based on the magnitude 
of stock repurchases, we can observe more meaningful trends that might otherwise be hidden. 
The two figures we examine below, Figures 3 and 4, help illustrate these points. 

Stock Repurchases and Performance in the S&P 500 

Figure 2: The relationship between buyback values and stock performance over a single 
quarter shows a weak association. Most data points are clustered near the origin, with a gradual 
dispersion as the buyback values increase. This pattern does not lend strong support to our 
hypothesis, but it is not entirely unexpected. Stock buyback programs typically span several 
years, and the performance of a company is not defined by a single quarter of data. Therefore, 
using only quarterly data may not capture the full impact of buyback programs on stock 
performance. To better understand the influence of stock repurchases, we turn to a longer time 
horizon, specifically a two-year period, as depicted in Figure 3. 

Figure 3: By extending the analysis to a two-year period, we gain a more comprehensive 
understanding of the relationship between stock buybacks and performance. Although the data 
does not show a strong, overarching association, we can break it down into more specific 
categories to observe trends within subgroups of companies. 

1. Stock Repurchases of Less Than 2%: 
In Figure 3, we see that four companies repurchased less than 1% of their stock relative 
to their initial market capitalization. Over the two-year period, the stock performance of 
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these companies did not notably differ from the broader market. This suggests that 
minimal buybacks, particularly those below 2%, are unlikely to have a significant impact 
on stock performance. 

2. Stock Repurchases of Greater Than 2%: 
Among the companies that repurchased more than 2% of their stock, a clearer pattern 
begins to emerge. Of the seven companies in this group, three showed remarkable 
growth compared to the broader S&P 500 index, while four demonstrated performance 
roughly in line with the market. Interestingly, within this group of companies that 
performed similarly to the S&P 500, those that repurchased a larger percentage of their 
stock showed marginally better performance than those that repurchased slightly less. 
This finding indicates that, at the very least, stock buybacks do not appear to have a 
negative effect on stock performance. In fact, the data suggests that companies that 
repurchased larger portions of their stock may have experienced a slight advantage over 
their peers in terms of growth. 

Figure 5: After analyzing the relationship between stock repurchases and stock performance 
over both one quarter and two years, we found the gap to be too large. Figure 5 looks at stock 
performance over the next two quarters after a company buys back stock. This provides more 
time for any potential effects of the buybacks, while avoiding a time period too long that could 
introduce other factors. The chart shows that most of the data points are above the x-axis, 
suggesting that most companies performed well, regardless of whether they repurchased stock. 
However, it is worth noting that the data appears to become more varied in performance as 
repurchase values increase, though it still does not show negative stock performance. Another 
interesting observation is that the proportion of companies underperforming the S&P 500 
compared to those outperforming it decreases as repurchase values grow. This suggests that 
there is little risk in investing in companies that repurchase stock, though extraordinary profit 
should not be expected. 

The most striking takeaway from the analysis is that, in all the figures above, as the scale of 
stock repurchases increases, the proportion of companies demonstrating exceptional growth 
relative to the S&P 500 also increases. This suggests that, while stock buybacks may not 
guarantee superior stock performance, they do appear to correlate with better-than-average 
outcomes for a certain subset of companies. 

Stock Repurchases and Other Performance Measures in the S&P 500 

Looking at Figure 4, the comparison between stock repurchases and performance shows a 
strong association. This chart doesn't directly reveal the impact of stock repurchases on share 
price performance, which is the strongest indicator of a company’s performance and the most 
important from an investment perspective. However, it provides insight into when a company 
might repurchase stock, and net income also serves as a measure of performance. Net income 
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reflects a company’s financial state. A company with low or negative net income is either 
underperforming or spending a significant portion of its gross income elsewhere, which often 
leads to more volatile share price results. On the other hand, a company with high net income is 
financially stable and has cash on hand that can be reinvested back into the business. These 
companies tend to show more stable changes in share price. 

Therefore, the data in this chart is relevant, especially since it shows the strongest association 
among all the charts, allowing us to infer several things. The upward association in the data 
indicates when a company might repurchase stock. If an investor knows a company’s net 
income, they can reasonably predict whether that company will repurchase stock, and vice 
versa. Additionally, investors can infer that companies repurchasing stock are more likely to be 
financially stable. This chart explains the impact buybacks have on financial performance, 
though not directly on stock price (Măciucă).4 

Strong upward association: As the repurchase value increases along the x-axis, net income 
also rises along the y-axis. This suggests that companies with higher net incomes tend to 
repurchase more stock than those with lower net incomes. 

Comparison with Russell 2000: The net income values in this chart are generally positive, 
unlike those in Figure 9, which shows data for companies from the Russell 2000. In Figure 9, 
the data points are mostly clustered around the center, highlighting the differences in financial 
stability between small-cap and large-cap companies. 

When comparing company liabilities with stock repurchases, no discernible trend was found, 
either in the short or long term. The chart is not included, as the data does not contribute to the 
hypothesis, positively or negatively. The chart showed randomness, and one is unable to infer 
much from it. Short and long-term liabilities do not fully reflect a company's current financial 
health or performance as much as net income, because liabilities are built up over time, and 
aren’t necessarily a bad thing. 

For more diversity amongst the chosen companies, we look to the Russell 2000. Analyzing data 
from the Russell 2000 gives us a deeper insight into the impact of stock buybacks on smaller 
companies.  

Stock Repurchases and Performance in the Russell 2000 

Figure 7: One noticeable difference between the S&P 500 (Figure 2) and the Russell 2000 
charts is the distribution of the data. A much larger portion of the companies in the Russell 2000 
did not buy back shares on a quarterly basis. The data in this chart can be split into two groups: 
quarters when stock was repurchased and quarters when it wasn’t. 
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1. Quarters when buybacks didn’t occur: 
During the quarters in which buybacks did not occur, stock performance varied 
significantly. Stock price growth ranged from -76% to 158%, and these extremes were not 
far from the majority of the data points for quarters without buybacks. The data is spread 
fairly evenly along the y-axis. This suggests that companies not repurchasing stock may 
be experiencing periods of dramatic growth or decline, meaning they’re not in a financial 
position to repurchase. However, the majority of these companies still showed strong 
results. 

2. Quarters when buybacks did occur: 
When companies repurchased stock in a quarter, their performance was generally in line 
with the market. They performed within roughly ±40% of the S&P 500’s performance. 
Companies that bought back stock showed both positive and negative results. From this, 
we can infer that when a Russell 2000 company buys back stock, it tends to report 
average stock performance, in contrast to the larger movements seen with the S&P 500. 

Short-term data on stock repurchases are more impactful for smaller-cap companies, as these 
companies tend to experience quicker and more dramatic changes compared to larger-cap 
companies. This is why we focused more on quarterly results for the Russell 2000 than for the 
S&P 500. 

Figure 8: Notice that half of the 10 companies in the Russell 2000 repurchased shares over the 
2-year period. This is a significant contrast to the 9 out of 10 companies in the S&P 500 that 
repurchased shares. There’s no clear association or pattern here, although all of the companies 
performed well. In fact, companies that bought back stock performed well, but not as well as 
those that didn’t. It seems the 2-year time period did not provide enough data to draw any strong 
conclusions on trends. 

Figure 9: The relationship between net income and buyback value reveals the financial state of 
companies when buying back stock and can be used to predict when companies are likely to 
repurchase based on their net income. Unlike the S&P 500, there is no clear trend between the 
two for the Russell 2000. Most companies did not repurchase stock during most quarters. 
Companies that didn’t repurchase often had very high or very low net incomes, with many 
showing negative net income, indicating a period of change. The chart suggests that companies 
going through changes tend to repurchase less frequently. Many companies that did repurchase 
stock had net incomes slightly above zero, with only a few going negative. This trend aligns with 
the S&P 500, where companies with steady net income are more likely to repurchase stock, 
while those without steady income repurchase far less frequently. 

Figure 10: Similar to Figure 5, this chart aims to identify the strongest associations or trends 
based on the time period after stock repurchases. The chart is quite similar to Figure 7, and the 
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same inferences can be made. Notice that the performance of companies becomes increasingly 
aligned with the S&P 500 control group as repurchase values grow. 

Perhaps the most significant takeaway from the data is its comparison with the S&P 500. For 
instance, when comparing stock repurchases and performance in the S&P 500, it is evident that 
most companies that repurchased little or nothing performed similarly, and the performance 
range widened as repurchase values increased. On the other hand, companies in the Russell 
2000 that did not repurchase stock showed large performance variance. As repurchase values 
increased, however, their performance began to align more closely with market averages. 
Additionally, the Russell 2000 shows much lower repurchase amounts in proportion to the S&P 
500 and exhibits much more performance variance. 

NEXT STEPS 

If given more time, there are several key directions in which I would expand this research to 
strengthen the validity and depth of the analysis. 

1. Expand the Dataset: 
The most immediate improvement would be to broaden the sample size. Currently, the limited 
number of companies analyzed—especially over a longer time frame—resulted in too few data 
points to draw definitive conclusions. Expanding the scope to include the top 20–30 companies 
in the S&P 500, as well as a broader subset of the Russell 2000, would provide a richer dataset. 
This would improve the statistical power of the analysis and allow for more robust trend 
identification. 

2. Increase and Refine Control Groups: 
With a more comprehensive dataset, I would also create better-balanced control groups. By 
ensuring an even distribution of companies that engaged in stock buybacks versus those that 
did not, we could more accurately isolate the impact of repurchases. Further, evaluating these 
dynamics within both the S&P 500 and Russell 2000 would clarify whether trends differ based 
on company size or market capitalization. 

3. Explore Additional Variables: 
While buyback volume was the primary focus of this study, preliminary results showed a 
noteworthy connection between net income and stock performance. A deeper analysis of this 
relationship—and other potential contributors such as revenue growth, debt levels, or R&D 
investment—could reveal more reliable predictors of stock performance than buybacks alone. 

 
CONCLUSION 
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This research set out to examine whether there is a clear correlation between stock buybacks 
and subsequent stock performance. While no definitive causal relationship was established, the 
findings suggest important patterns worth noting. 

The most notable insight is that, across all figures, companies that engaged in larger-scale stock 
buybacks tended to outperform the S&P 500 more consistently. This pattern, while not universal, 
indicates that stock repurchases may serve as a signal of confidence or stability for a certain 
subset of firms. Conversely, companies with minimal or no buybacks generally exhibited more 
average or widely variable performance—particularly evident in the Russell 2000, where 
repurchase activity was lower and stock performance less predictable. 

Another compelling observation is the strong association between net income and stock 
performance. This suggests that profitability—not just capital allocation decisions like 
buybacks—plays a critical role in driving returns. As such, future investment strategies may 
benefit more from emphasizing fundamentals such as earnings growth, rather than relying solely 
on repurchase data. 

Finally, even though stock buybacks are not guaranteed indicators of superior performance, 
they are predictable and transparent actions. This means there is relatively little downside in 
incorporating them into a broader investment strategy. At the very least, buybacks could serve 
as one of several filters to identify companies worth closer evaluation. 

In sum, while stock repurchases alone may not ensure outperformance, their 
presence—particularly when paired with strong fundamentals—can offer useful insights for 
investors seeking to build more resilient and data-informed portfolios. 
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