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Stock Buybacks, What are They and Why do Com-
panies/Investors Love Them? 

By Luke Eisenhardt 

 You may have heard of stock buybacks, especially since 

they are a heavily debated topic in political circles, but what are 
they?  Simply put, a stock buyback is an allocation of capital by a 

company to purchase its own shares.  Companies do this by ei-
ther purchasing shares on the public market like any other in-
vestor, or they can offer to buy back shares directly from their 

shareholders at a specific price.  In 2018 $1.1 trillion were an-
nounced in stock buyback programs. ¹ While this is the all-time 

single year record for stock buybacks, it is just the most recent 
data in a long running trend. Since 2003, 54% of all earnings by 

S&P 500 companies were used to buy back stock. ² 
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Dear Reader, 

  

Thank you for choosing the City Avenue Journal! We, the Capital Markets Board of Directors, wanted to bring 

you a premier, student led business journal of Saint Joseph’s University that would not only be informative, but also riv-

eting and simply enjoyable to read. 

 

We have packed The Journal with a ton of valuable articles, written by students for students (and professors too).  
When you read the articles, if you come across any questions, jot them down. We encourage you to send us Tweets 
@CityAve_journal. 

 
If you any additional questions, or are interested in joining, send us an email at cityavejournal@gmail.com. 

 

Now, we invite you to sit back, relax, and enjoy an assortment of fascinating student-produced publications. 

  

Sincerely,  

  

The SJU Capital Markets Club Board of Directors 

  

@CityAve_Journal 

 ek641147@sju.edu 
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What Should be the Focus of the U.S.-China Trade Talks? 

By Patrick Hotchkiss 

 Since President Trump was elected the 

trade relationship between the U.S. and China 

has been a focal point of his rhetoric. The Presi-

dent has cited the bilateral trade deficit and Chi-

na’s currency manipulation as the main issues, 

but really, these are non-issues. The focus of 

Trump’s trade talks with President Xi should fo-

cus on China’s use of forced technology transfer 

and IP theft on U.S. firms trying to enter the Chi-

nese market.  

The trade deficit between the U.S. and China is 

real, totaling over 382 billion USD in 2018. How-

ever, much of this money is being reinvested back 

into the United States, which increases employ-

ment and domestic consumption. Therefore, a 

large trade deficit often signals a healthy econo-

my. The other focus of Trump’s rhetoric, China’s 

currency manipulation, has not been an issue for 

many years. China’s currency manipulation only 

affects the U.S. when the Chinese devalue their 

currency to the U.S. dollar. When they devalue 

the renminbi, U.S. goods become more expensive 

in China and Chinese goods become cheaper in 

the U.S.  However, China has not devalued its 

currency to the U.S. dollar since 1994. 

Forced technology transfer and IP theft are the 

real threats that China poses to the U.S. and 

world economy. IP theft alone is estimated to 

have totaled between ten and one-hundred billion 

dollars in losses to U.S. firms, although it is hard 

to estimate with 100% accuracy. The money lost 

from forced technology transfer is even harder to 

estimate. Forced technology transfer occurs when 

local Chinese firms and governments force U.S. 

firms to give them precious technological infor-

mation in order to enter massive Chinese mar-

kets. U.S. firms often accept these terms in order 

to access Chinese markets before competitors. 

This practice negatively impacts technological 

innovation. This is because victims of forced tech-

nology transfer do not have the opportunity to 

further develop their technology after it is trans-

ferred to Chinese firms. 

The real issues are clear and Trump’s 

rhetoric has been distracting the American people 

from those issues. IP theft and forced technology 

transfer should be the focus of the U.S.-China 

trade talks.  
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A Future with Autonomous Vehicles 

By Brett Revinski 

Over the past decade, consumers have had 

their day-to-day habits change due to innovations in 

the transportation industry. The development of 

ridesharing companies such as Uber and Lyft have 

contributed consumers with over 10 billion rides to 

date. 1 Although these ridesharing companies are 

rapidly enlarging their market shares by the day, 

new technology has the power to not only take over 

the transportation industry but evolve the entire 

economy.  

Autonomous vehicles have an infinite value 

that has the capability to affect every industry. An 

autonomous car is a vehicle that can guide itself 

without human control or monitoring. Let’s start by 

just scratching the surface of the economics of how 

for example a Saint Joseph’s graduate working in 

center city Philadelphia could be affected. For start-

ers, geographically, perhaps that recent graduate 

would not need to pay an inflated price of living in 

the city and can live somewhere further outside of 

the city. For now, the consumer does not need to 

worry about commuting in a sense. Consumers will 

have, for example, thirty extra minutes of the day 

for use (depending on how long your automated 

commute will now be). The emergence of autono-

mous vehicles would reduce unproductive hours 

Americans spend driving to work by an estimated 

2.7 billion hours4, allowing them to use the spare 

time working or doing other activities, thereby in-

creasing overall productivity by $448 billion4. 

Now, the consumer is in their autonomous 

vehicle that is insured by who? Today, about 90% of 

accidents are estimated to be caused at least in part 

by human error. 2 If the human element of driving is 

removed, how will insurance adjust their 200 billion 

dollar business? 2 Automation ultimately makes for 

safer driving. Vehicles will be able to push the num-

ber of deaths behind the wheel to nearly zero, there-

by dramatically lowering the demand for medical 

services and health care. 

You are now on your way to work, usual 

places you might stop at may include gas stations or 

car services, but now there is no need. Alternatively, 

as personal ownership of cars decline, the automo-

tive industry will suffer enormously. Over 10% of 

today's retail businesses are connected with vehi-

cles. 3  
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A Future with Autonomous Vehicles (continued) 

By Brett Revinski 

Soon you arrive at your place of work, in-

stead of driving around trying to find a parking spot, 

there will be no parking lot. All of the parking in the 

United States will amount to mass amounts of real 

estate, in many cases high-end real estate. The Unit-

ed States has a large number of land devoted to 

parking; e. g., 14% of Los Angeles is currently used 

for parking3. Estimates show that we can have up to 

61 billion extra square feet of parking space. 5 As I 

mentioned, this example simply scratched the sur-

face of how autonomous vehicles will change our 

economy. As seen in the graph below, Intel Corpora-

tion and Strategy Analytics estimates the global ser-

vice revenue generated by autonomous driving by 

2050 (US$ millions). 

   

 

 The full economic effects of autonomous 

vehicles will surpass $7 trillion by 2050. 4 

Self-driving technology isn't perfect yet, as recent 

news of autonomous vehicle crashes will always 

spark concern from the public and investors. Alt-

hough there will be many challenges with trying to 

get autonomous vehicles fully regulated, investors 

should know that there is almost no way of stopping 

this technology from becoming a fundamental part 

of our society in the future. 

The market will take in as many as 10 mil-

lion self-driving vehicles by 2037. 3 Currently, there 

are three major companies controlling the majority 

of market cap in the autonomous vehicle space, so 

invest accordingly.  
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Stock Buybacks, What are They and Why do Companies/Investors Love Them? 

By Luke Eisenhardt 

Continued from the front page 

 

 Why would companies want to take 

such an action?  There are quite a few reasons 

that a company would buy buck its own shares.  

Public companies initially raise capital by sell-

ing their stock on the public markets.  This 

leads to an inflow of cash and an outflow of 

ownership stake.  When companies reach a 

stage where they do not feel that they can ade-

quately use their capital to grow they begin to 

buy back shares.  Companies who have large 

amounts of capital sitting around not only have 

excess capital but could also be viewed as hav-

ing excess ownership.  Companies shed this 

excess ownership buy repurchasing the owner-

ship stake they sold when they first went pub-

lic. 

As more shares of a company are 

bought back and taken off the market, current 

shareholders own a larger piece of the overall 

pie (or company).  This entitles them to more of 

the company’s earnings.  This can be seen 

through the company’s earnings per share.  In-

vestors also love share buybacks because of the 

tax advantages. Investor’s essentially pay taxes 

twice on dividends.  The initial earnings of the 

company are taxed at the corporate tax rate and 

then the investor must also pay another tax 

ranging from 0% to 20% on the income earned 

from the dividend based on what tax bracket 

they are in.  Only the corporate tax is payed 

when buying back stock.  This allows investors 

to defer the tax ramifications until they sell the 

stock and pay the capital gains tax. 

Share buybacks can also help manage-

ment teams make what would be an unattrac-

tive stock look promising to investors.  Man-

agement can grow earnings per share even 

when their total earnings are stagnant by buy-

ing back stock.  Stock that is bought back by the 

company can be used for employee incentive 

programs or can be retired. 

While companies and investors love 

buybacks, there are others who are not so hot 

on the use of capital.  Senator (and 2020 presi-

dential candidate) Elizabeth Warren told the 

Boston Globe “stock buybacks create a sugar 

high for the corporations. It boosts prices in the 

short run, but the real way to boost the value of 

a corporation is to invest in the future, and they 

are not doing that.” ³ Many, along with Eliza-

beth Warren, fear that management teams are 

too focused on maintaining a stable EPS and 

earning incentive driven bonuses.  They argue 

that management teams should be focused on 

investing in their business for the long-term 

through higher wages, R&D, and purchasing 

new plants and equipment.  While the effects of 

share buybacks are usually positive for inves-

tors and management, it may not be the best 

use of capital for the economy in the long run. 

No matter which side you are on, one 

thing is nearly certain, companies will continue 
to buyback massive amounts of stock in 2019.  

It is very unlikely that there will be any changes 
to regulation on share buybacks during the next 

two years.  However, look for this topic to reap-
pear during the campaign trail in 2020 for 

many candidates. 
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A Flattening Yield Curve: Bad Omen for Times to Come? 

By Dan Knerr 

Something that has been in the news from 

time to time over the last year is the flattening of the 

yield curve.  The yield curve shows the interest rates 

on US Treasury Bonds at varying times to maturity 

from one month to 30 years.  The slope of the line of 

the yield curve can be quite telling about where the 

economy is going in the future.  

 If you take a look at the yield curve in the 

market summary section of the journal, it is clear 

that the curve is flat.  But what does this mean for 

the future of our economy? 

 When future economic growth is looking 

good, the yield curve slopes upwards as length of 

maturity increases.  This is true for a number of rea-

sons.  For one, investors buying longer-term bonds 

demand a higher interest rate, or return for them 

not having access to those funds for an extended 

period of time.  It represents a positive outlook on 

the economy. 

 When the yield curve inverts, however, this 

is a powerful signal that a recession is on the hori-

zon.  One reason for this is that when investors fear 

that stock prices may drop in the future due to a 

recession, they buy longer-term bonds for the safety 

from near-to-mid-term danger.  When a recession 

hits, the Fed drops interest rates to encourage 

spending.  Because of this, when investors feel that a 

recession and thus lower rates are coming in the 

future, they buy long-term bonds to lock in the rela-

tively higher rates for the next several years that are 

available in the market currently.  This drives the 

right tale of the yield curve down which flattens and 

eventually inverts the curve. 

In general, it can be said that an upward 

sloping yield curve represents positive growth ex-

pectations from investors while an inverted shows 

the opposite. 

1  

 The chart above shows what an inverted 

yield curve (2007) looks like compared to a healthy, 

upward sloping curve (2004).   

There are other reasons why the curve in-

verts, such as inflation, but these are complex topics 

that can be examined another time. When the yield 

curve inverts, it doesn’t necessarily mean that the 

US economy will immediately start spiraling into a 

recession.  On average, when the yield curve inverts, 

the economy doesn’t officially go into a recession 

until anywhere from a few months to 2 years. This 

helps to put the time-frame into perspective. 

But just because the curve inverts does not 

mean that a recession is guaranteed.  There have 

been a few times where the curve inverted tempo-

rarily but did not predict a recession. 2  This is some-

thing to consider as well.   

Although the yield curve is currently flat, it 

has not yet inverted officially.  This happens when 

the 10-year rate falls below the 2-year rate.    

3 

The chart above shows the historical differ-

ence between the 10-year and 2-year treasury inter-

est rates.  As you can see, this spread is approaching 

0.   For now, the US economy should be fine as the 

spread has halted its plummet towards going nega-

tive.  Nonetheless, this is an indicator that is head-

ing towards flashing red and should therefore be 

monitored in the coming years. 
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The Shutdown That Cost Trump His Wall…and then Some  

By Andrew John 

Unsurprisingly, Trump has 
moved forward with plans for his much 
discussed wall on the border of Mexico. 
His failure to come to an agreement 
with Democrats on the security of our 
southern border resulted in a partial 
government shutdown that has perhaps 
turned in to more of a mess than initial-
ly predicted. 
 

“According to an analysis from 
Standard & Poor’s, the ratings agency, 
the United States economy lost at least 
$6 billion in the five weeks the govern-
ment was partly shuttered — more than 
the $5.7 billion that Mr. Trump had re-
quested to build a steel or concrete bar-
rier at the border.”2 The shutdown that 
was at first seen to be necessary to grant 
Trump funding was, ironically, more 
costly than the amount he demanded to 
ensure border security. This adds more 
fuel for anti-wall supporters who recog-
nize the economic burden the wall 
would initially place on the economy 
has just been incurred without a wall 

even being built. The incurred loss 
caused panic for not only the furloughed 
employees (roughly 800,000 federal 
employees) but also the rest of the mar-
ket as well. Kevin Hassett, Chairman of 
the Council of Economic Advisors, pre-
dicts that “the shutdown reduces quar-
terly economic growth by 0.13 percent-
age points for every week that it lasts — 
the cumulative effect of lost work from 
contractors and furloughed federal em-
ployees who are not getting paid and 
who are investing and spending less as a 
result.”3 This could be an indicator for 
not just current but future market con-
ditions, due to the fact that the partial-
shutdown was only resolved by a tem-
porary re-opening. If Trump cannot 
come to an agreement on national secu-
rity, the market could panic and send 
markets falling. 
 

Apart from the markets, the IRS 
is as unhappy as anybody with the par-
tial shutdown. “The day before the shut-
down stopped, the IRS had: over 5 mil-

lion pieces of mail that had not been 
batched for processing, 80,000 re-
sponses to FY 2018 Earned Income Tax 
Credit audits that had not been address-
es and 87,000 amended returns waiting 
to be processed.”1Tax season, as beauti-
fully chaotic as it normally is, has IRS 
employees saying there are periods of 
“extreme frustration”1 ahead. The par-
tial re-opening will help with a period of 
catch up, but initial reports from em-
ployees of the IRS site that “it may take 
almost a year to catch up, but many tax-
payers cannot wait that long”1.  

Only time will tell what the result 
of this shutdown truly is. Until then, it 
may be time to submit tax returns early 
while the government remains on a 
temporary re-opening that ended the 
longest shutdown in our nation’s histo-
ry. 
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REITs Projected to be 2019’s Comeback Kids 

By Forrest Kerr 

 REITS managed to produce least 
year. However, Q4 of 2018 produced a 
positive economic outlook for commer-
cial real estate. Low vacancy rates ac-
companied by net absorption largely ex-
ceeding supply in apartment, retail, and 
office asset classes suggest a possible 
2019 improvement.  

 Timbercreek Asset Management’s 
(TF) 2019 global real estate securities 
outlook explains that predictable REIT 
cash flows offer powerful stability in un-
certain 2019 global equities conditions, 
citing data that show a positive correla-
tion between REIT performance and 
slowing GDP. Additionally, Timbercreek 
cites strong operating fundamentals, 
high absorption rates, and evidence re-
vealing REITS are currently trading at 
5% below net asset value (the primary 
metric used for REIT valuation), leaving 
them undervalued compared to the per-
ceived overvalued equities markets. The 
outlook also predicts institutional inves-
tors to increase REIT allocation from 
10.4% to 10.6% in 2019. Timbercreek 

expects global REIT returns to be in the 
9-10% ballpark for 2019. 2 

 With Federal Reserve rhetoric 
suggesting that interest rates will steady 
between 2.25-2.50% during 2019 6, 
REITs may have some room to grow. 
Despite this, the impacts of tariffs, con-
tinued political uncertainty in Europe 
and the United States, and supply ad-
justments that would put downward 
pressure on absorption could possibly 
stand in the way of expected returns. 

 However, January 2019 is telling 
a story more in-line with Timbercreek’s 
projections. REITS experienced their 
best month since October of 2011, with 
11.6% average total returns in January. 
Timber (18.3%) and Industrial (15.3%) 
REITS lead the charge. 4 While it is like-
ly optimistic projections have pumped-
up share prices, promising fundamen-
tals and a prolonged negative gap in val-
uation point toward REITs undergoing 
an overdue boost.  

 Investors looking to take ad-

vantage of 2019 REIT returns are likely 
to focus on the apartment asset class, 
which could find success due to the lim-
ited supply and unaffordability of single
-family homes. Safe bets could also be 
placed in historically-consistent self-
storage and triple net REITs. 5 Addition-
ally, 2019 is expected to be kinder to re-
tail, as same-store NOI is likely to con-
tinue its two-year streak of 2-3% 
growth, 1 and regional malls find contin-
ued high demand, with obsolete tenants 
and anchors being replaced with more 
immersive retail experiences.  

 Popular funds tracking REITs are 
Vanguard’s REIT ETF (VNQ), Schwab’s 
U.S. REIT ETF (SCHH), and 
BlackRock’s iShares Global REIT 
(REET). 7 
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Effects of Minimum Wage Laws 

By David Deweese 

As of February 2019, the federal mini-

mum wage is $7.25 an hour. States may raise the 

minimum wage as they deem fit, but not lower it. 

For example, California and Massachusetts have 

generously set their minimum wage at $12.00 an 

hour. Contrastingly, twenty-one states, including 

Pennsylvania, have kept their minimum wage in 

line with federal law. Is it because these states 

prefer to exploit their workers? Doubtful. Alt-

hough its purpose is to provide a “living wage” to 

its citizens, higher minimum wage laws have neg-

ative consequences relating to unemployment 

and higher prices.  

 A price floor is the lowest legal price that 

can be charged for a product or service. If the 

price floor is below equilibrium price, it would 

have no effect. Therefore, price floors are set 

above equilibrium price in order to be effective. 

In this case, the federal government is fixing the 

cheapest price of labor above equilibrium price. 

Due to the price of labor rising past equilibrium 

price, the supply of labor increases as the demand 

for labor decreases. As a result, there is a surplus 

of workers, also known as unemployment. 

Consequently, employees whose labor is not 

worth the minimum wage will be fired or not 

hired. On the contrary, those who have work ex-

perience and education will remain employed be-

cause they are generally worth more than those 

who lack both qualities. It comes with no surprise 

that teenagers tend not to possess either quality. 

Due to their age and inexperience, workers under 

25 years old are half of those paid at or below the 

federal minimum wage. As minimum wage rises, 

it prices young people out of the labor force. As a 

result, the unemployment rate among teenagers 

is about three times that of the unemployment 

rate among adults. Instead of making a small 

amount of money, young and inexperienced 

workers will make no money. As economist Hen-

ry Hazlitt once put it, “You cannot make a man 

worth a given amount by making it illegal for any-

one to offer him anything less. You merely de-

prive of the right to earn the amount that his abil-

ities and situation would permit him to earn.” 

For example, pretend you are a business 

owner and have 3 employees. You pay each of 

them $8 an hour; in total, you pay $24 an hour in 

wages. Your state has increased the minimum 

wage to $12 an hour. You must lay off one of your 

employees or it will eat into your profits. If you 

choose not to fire an employee, you could in-

crease the prices of your products or services to 

offset the higher wage cost. Subsequently, the 

cost of living goes up. It is no wonder that the 

states with the highest cost of living are the same 

states with higher minimum wage.  

 The increases in unemployment and the 

cost of living depends on how high they raise 

minimum wage. Raising the minimum wage by a 

dollar will not end with mass unemployment but 

raising it by $5 may cause these effects. To this 

day, economists remain disputing the positive 

and negative effects of raising the minimum 

wage. 
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