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We have found over the course of a nearly 40-year career analyzing the banking industry that there is one reality 
that has endured through good times and bad. That is the banking industry’s stubborn inability to recognize 
changes in the political—and the regulatory—headwinds before they get whacked upside the head with 
massive regulatory impacts and widespread public excoriation in the press. The reasons for this air of willful 
ignorance (or denial, we don’t know which) are a mystery to us, especially given the millions of dollars that the 
industry spends annually on consultants and lobbyists whose job is (presumably) to alert bank managements 
to changes that may be coming in Washington and to try to steer them to an understanding of the consequences 
that may await. 
 
We believe that the next 18 months are going to be critical in this regard. The banking industry since the 
Financial Crisis has been sitting on the fault line of public opinion, and politicians in Washington have shown 
themselves only too willing to use the industry as a wedge issue in the ideological wars. With the 2020 election 
looming—one that is sure to be one of the nastiest and most consequential political battles in decades—the 
industry will once again be positioned as a punching bag to beat the more pro-business and pro-markets 
candidate over the head as a tool of corporate and big money interests. 
 
That campaign has definitely begun, and we can already see the outlines of how it will be conducted. Rather 
than attack banks and other large corporations through the old (and tired) avenue of CEO pay—that approach 
will no longer wash given the ranks of billionaires on both ends of the political spectrum—the area of attack for 
the left has now moved to the issue of stock buybacks and how corporations emphasize shareholder value to 
the exclusion of investments in R&D and in employees and communities, thus aggravating the issues of slow 
wage growth and income inequality that are front and center in today’s ideological debates. 
 
This is not an issue limited to the banking industry, but it cannot have escaped the most prominent champions 
of this theory—Bernie Sanders, Elizabeth Warren, Sherrod Brown, et. al.—that the nation’s banks (both large 
and small) use share repurchases extensively to return capital to their shareholders and to control their capital 
reserves to a level that will allow for the achievement of acceptable returns. Indeed, Senator Brown has already 
indicated that he wants to see the major banks retain such high capital levels that they must break themselves 
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apart. What better way to start that process than to deny them an important avenue of capital management and 
shareholder enrichment? 
 
One need only wander through the 4Q18 earnings releases to see that share repurchases in 2018 on the part of 
American banks were indeed consequential. Both Bank of America Corp. (BAC) and JPMorgan Chase & Co. 
(JPM) repurchased roughly $20 billion of their shares, which amounted to roughly 8% of their common equity 
at the end of 2017. The large regionals—SunTrust Banks Inc. (STI) and BB&T Corp. (BBT), to name two banks 
in the news—also repurchased roughly 8% and 4% of their 2017 year-end equity, respectively, and expect to be 
active repurchasers in their new combined state beginning in 2020. Even banks on the smaller end of the size 
spectrum utilize share repurchases regularly as they see attractive opportunities—Synovus Financial Corp. 
(SNV) repurchased $175 million of its stock last year, or roughly 6% of common equity and 3.1% of outstanding 
shares, as it saw its depressed stock price (hit by reaction to the acquisition of Florida Community Bank) as an 
opportunity for beneficial capital management. 
 

 
Sources: S&P Global Market Intelligence, SEC filings 
 
The “anti-buyback” initiative was kicked off by Senators Sanders and Schumer in a February 3 New York Times 
op-ed piece. Their logic is thus: “So focused on shareholder value, companies, rather than investing in ways to 
make their businesses more resilient or their workers more productive, have been dedicating ever larger shares 

Company Ticker

JPMorgan Chase & Co. JPM $2.6T 181,504,483 $110.09 $20.0B 5.3%
Bank of America Corp. BAC $2.4T 704,999,000 $29.81 $21.0B 6.9%
Citigroup Inc. C $1.9T 212,500,000 $68.61 $14.6B 8.3%
Wells Fargo & Co. WFC $1.9T 375,477,998 $54.87 $20.6B 7.7%
U.S. Bancorp USB $467.4B 54,545,920 $52.57 $2.9B 3.3%
PNC Financial Services Group PNC $382.3B 20,499,000 $141.12 $2.9B 4.3%
Capital One Financial Corp. COF $372.5B 24,052,176 $94.96 $2.3B 5.0%
Bank of New York Mellon Corp. BK $362.9B 63,732,000 $51.29 $3.3B 6.3%
State Street Corp. STT $244.6B 3,324,000 $105.31 $350.1mm 0.9%
BB&T Corp. BBT $225.7B 23,294,000 $51.87 $1.2B 3.0%
SunTrust Banks Inc. STI $215.5B 28,695,014 $66.56 $1.9B 6.1%
Citizens Financial Group Inc. CFG $160.5B 25,773,807 $39.77 $1.0B 5.3%
Fifth Third Bancorp FITB $146.1B 52,122,323 $29.44 $1.5B 7.5%
KeyCorp KEY $139.6B 56,292,166 $20.34 $1.1B 5.3%
Northern Trust Corp. NTRS $132.2B 9,001,064 $102.69 $924.3mm 4.0%
Regions Financial Corp. RF $125.7B 115,309,890 $18.70 $2.2B 10.2%
M&T Bank Corp. MTB $120.1B 12,485,518 $178.63 $2.2B 8.3%
Huntington Bancshares Inc. HBAN $108.8B 61,643,631 $15.22 $938.4mm 5.8%
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of their profits to dividends and corporate share repurchases. When a company purchases its own stock back, 
it reduces the number of publicly traded shares, boosting the value of the stock to the benefit of shareholders 
and corporate leadership.... First, stock buybacks don’t benefit the vast majority of Americans. That’s because 
large stockholders tend to be wealthier. Nearly 85 percent of all stocks owned by Americans belong to the 
wealthiest 10 percent of households. Of course, many corporate executives are compensated through stock-
based pay. So when a company buys back its stock, boosting its value, the benefits go overwhelmingly to 
shareholders and executives, not workers.” 
 
The pushback to the senators’ non-understanding of the way share buybacks work was both widespread and 
immediate. One of the most comprehensive analyses of their theory (and why it is wrong) has come from well-
known market strategist Ed Yardeni on the MarketWatch website (February 25), in which he comprehensively 
addressed the trends in stock buybacks over the past two decades and pointed out that the present state of 
American workers (record low unemployment, record income and household consumption, record real wages 
and compensation, etc.) all argue against the beggaring of American workers to reward shareholders.  

Even more pointedly, a February 20 piece in the National Review—titled “Chuck Schumer and Bernie Sanders 
Have a Plan to Kill the Stock Market”—eviscerated the “stock buybacks don’t benefit the vast majority of 
Americans” argument. As authors Thomas Smith and Stephen Moore point out: “More than 100 million average 
Americans own stock. Americans invest in mutual funds and index funds and buy and sell stock every day. 
Tens of millions more have 401K plans, and most union pension funds have hundreds of billions of dollars 
invested in stocks.” They go on to point out that Apple—one of the world’s most valuable companies and one 
not known for stinting on employee pay or benefits—is also one of the market’s most active share repurchasers. 

Yes, this stuff is not only wrong, and loony, but both bankers and other market participants would be foolish 
to assume that such wrong-headed economic theories will either go away of their own accord or cannot possibly 
be translated into reality at some point down the road. We believe that it is incumbent upon American 
business—and especially banks, which have large bases of individual shareholders and are generators of 
millions of American jobs and billions of dollars of shareholder income—to be active in their own defense, lest 
the bad old days of wrong-headed Congressional policy toward the banking industry come back in full force 
and with renewed vigor. 

As the legendary bank robber, Willie Sutton, replied when asked why he robbed banks: “Because that’s where 
the money is.” For the modern-day political left, the reason for bank-bashing is equally simple—because they 
believe that’s where the votes are. It’s time for bankers and their representatives to change that circumstance. 
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