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Get To Know Your Stock: Diebold

A company that’s been around for more than 150 years must be doing something right. Diebold (NYSE: DBD), a global leader in self-service and security technology, has persevered since the Mid-19th Century with a mix of superhero and futuristic ingenuity.

The Canton, Ohio-based company played a big role in developing early automated teller machines (ATMs). It also provided technology that helped thwart early 20th century bank robbers, shielded the U.S. military during World War II and safeguards the Hope Diamond and the original Declaration of Independence and Constitution of the United States. Diebold’s products and services are currently used in financial, government, retail, commercial and health care markets worldwide. 

Diebold, initially a lock and safe manufacturer, was founded in 1859 by a young German immigrant and master locksmith named Carl (Charles) Diebold. The Great Chicago Fire helped push the company to prominence, with orders pouring in after the 1871 catastrophe. The fire destroyed many safes but the 878 Diebold safes that were recovered all had their contents intact, according to the company. [image: image1.jpg]Cascade Investment Advisors, Inc.




In 1874, Diebold built the world’s largest vault—which required 47 railroad cars to transport to San Francisco. Diebold struggled through The Great Depression since bank customers then accounted for 85% of its business. Several inventions helped perk up sales during this period, including tear gas defensive systems that banks could use to protect themselves against armed robbers. [Diebold also developed steel plates with sulfur linings that would release a noxious smell if a robber tried to torch through a vault.] But what really helped lift Diebold out of the Great Depression were the armor-plate contracts it received from the U.S. military for use on planes and other vehicles.

Lawman Eliot Ness, best known as head of the special investigative unit assigned to bring down Chicago gangster Al Capone, served as Diebold’s chairman from 1944 to 1951. Diebold became a household name when one of its vaults housed the answers to the questions asked on a popular 1950s quiz show, The $64,000 Question.

Diebold has had some bumps in the road too—most notably with its U.S. election systems business. No, it wasn’t involved in the 2000 Bush-Gore chad fiasco (it got into this business in 2002). But security flaws and other problems were found with its electronic voting machines. Although the Diebold name is still sometimes mentioned in news regarding these machines, the company sold this business in 2009.

Meanwhile, Diebold has been a leader in modern-day banking for decades—from drive-up window mechanisms to air tube systems and ATMs. The company, which received 76% of its 2011 revenues from its financial self-service business, continues to develop cutting edge banking solutions.

In 2011, Diebold unveiled a prototype of the world’s first virtualized ATM which transmits and stores data in a secure, centralized data center rather than housing it in the ATM terminal. The company has said it expects this virtualization to provide greater operational efficiencies, streamline disaster recovery, make it easier to deploy new products and services and enhance security. In October, Diebold introduced a mobile banking platform that enables users to make cashless person-to-person (P2P) payments through mobile devices. The process links a person’s bank account with the PayPal online payment network.

Diebold’s expansion overseas and into different industries enables the company to partake in many economic growth opportunities. It employs approximately 17,000 people in more than 90 countries.

We purchased Diebold after comparing the stock’s current price with its historical valuation. This evaluation brought us to the conclusion that investors don’t think much of DBD currently, and that it is currently cheap, leaving room for price appreciation in the future. The stock also pays a generous dividend, and grows its dividend aggressively. 

