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Company Overview

Medtronic PLC is a medical technology company headquartered in
Ireland. It has four main operating segments: Cardiac and Vascular
Group, Minimally Invasive Therapies Group, Restorative Therapies
Group and Diabetes Group. It manufactures and distributes device-
based medical therapies and services to healthcare providers in 150
countries. It also invests in R&D to improvise medical devices.
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Figure 1. Revenue by Segments
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Investment Thesis

Emphasis on increased penetration in emerging markets;
Medtronic has partnered with local government to establish
healthcare infrastructure, and also manufactures cost-effective
products, specifically for the emerging markets. These strong
barriers to entry give Medtronic significant growth potential.
Product portfolio expansion to drive sales; With the recent
purchase of Mazor, Medtronic acquires the core technology to
shift its focus towards state-of-the-art procedures for spinal
surgery. Future prudent acquisitions of advanced technologies
are expected to boost long-term organic growth potential, as
rising demand for off-hand surgery is expected.

Strong moat in Diabetes Group; Medtronic’s new device, the
670G, is being used by 22% of its customer base. With
improved functionality, the 670G is expected to grow pump
penetration rapidly. Medtronic also expands its market reach
by healthcare contracting, as shown by its recent collaboration
with United in bringing 670G to more diabetes patients.
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Figure 3. Medtronic’s Diabetes
Group Revenue Growth
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Figure 2. Revenue Growth of med-tech
companies in Emerging Markets
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Emerging Markets a key growth driver; Healthcare is a
continual need and people fall sick regardless of
economic conditions. Hence, healthcare demand in
emerging markets is expected to grow stronger in the
long-term. Large-cap med-tech companies, which assist
these markets in developing their healthcare system, will
have the first-mover advantage in establishing a regional
stronghold. On average, large-cap device makers grew at
a pace of 13% in 1Q, according to Bloomberg.

Increasing consolidation of companies in the
healthcare industry; Consolidation and strategic
alliances pool R&D resources together and bring forth
cutting-edge technologies for patients. However, with
greater bargaining power, med-tech companies will face
increasing pricing pressure from bulk purchasers. Small-
cap med-tech companies with concentrated product
streams will face greater headwinds compared to large-
cap med-tech companies with a diversified portfolio.
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Our 12-month target price from the date of
coverage is US$111.87, and we assume a
terminal growth rate of 2% and a WACC of
6.1%.

Given Medtronic’s untapped growth potential
in the emerging markets, the forecasted 2% y-
0-y growth is a conservative estimate, giving
us a reasonable margin of safety. As well, with
Medtronic’s strong emphasis on R&D efforts,
we expect that Medtronic can stay ahead of
their competitors in the long-run. This further
shows the conservativeness of our forecasted
terminal growth rate, lending support to our
target price.
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Disclaimer

This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty,
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this
research material are subject to change without notice.
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