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Stryker is a large and diversified healthcare company with leading market shares across its three divisions. Stryker operates in three key 
segments: 1) Orthopedic, 2) MedSurg, and 3) Neurotechnology and Spine. The company has a well-diversified business across multiple 
channels and call points in the hospital.  

 

 

Highlights:  
SYK recently hosted its bi-annual investor meeting. Management was not specific, but they anticipate delivering some of the best revenue 
growth in diversified med tech in the coming years (we believe this is over 7% and probably better). They have the products and 
leadership globally to deliver this performance. Additionally, management was clear they will be folding in more assets via the M&A 
pathway over the next two years and we are excited to see what they will be (they have done well here over the years). Finally, and most 
importantly, management committed to 200 bps of operating margin expansion by ’25, which is well ahead of the Street at this point. 
We believe they can largely get there, which should set them up for strong EPS growth over the next two years. 
 
Shares of SYK have held up well in what has been an awful year for med tech stocks (’23). Although there may be a rotation into the 
under performers at some point, we do not anticipate shares of SYK will lag much if at all given the revenue and EPS growth trajectory 
of the business. We continue to view SYK as one of our favorite large cap Health Care names.  
 
Bull Case: 

• Consistent Execution on Growth Objectives - Over the past four years, Stryker’s growth profile has been at the high-end of 
large cap med tech/hospital supply and equipment companies, with an impressive organic revenue growth profile of 7% from 
2017-2022, well ahead of med tech peers at 5%. Growth was driven by 4.8% growth in Orthopaedics, 6.9% in MedSurg, and 
double-digit growth in Neurotechnology and Spine during that period. Going forward, we see Stryker growing revenues 7% 
organically, driven by above market knee revenue growth fueled by new products and robotic surgery (current U.S. 
penetration of less than 2%); continued penetration of fast growth segments, including sports medicine, trauma, extremities 
and neurotechnology; and international expansion driven by the company’s Trans-Atlantic operating model. 

• Continued Growth in Neurotechnology - The key standout was the performance in Neurotechnology where it saw double digit 
growth in all four of its Neurotech subsegments. This included impressive 30%+ growth in its US Neurovascular business, 
behind what management called “a great product cycle” now having closed gaps in flow diversion and aspiration. The smaller 
part of the business can drive the new wave of growth.  

• Back to M&A - They are clearly gearing up to be more acquisitive next year and sports medicine and patient monitoring seem 
like reasonable categories for them to fill gaps in their portfolio. Additionally, remember that they noted categories like 
peripheral, neuromodulation, and urology as compelling during AAOS earlier in the year. We are excited to see what they 
decide to add to the portfolio as we expect they will again prove successful with this part of their corporate strategy 
 

Bear Case: 
• Elevated Valuation – While recognizing SYK’s impressive fundamentals, with the stock trading at the upper-end of large-cap 

medtech, we see valuation as full, thus rely simply on growth.  
• Acquisition Integration – Stryker’s number one priority for its free cash flow generation is M&A. The company has been a 

serial acquirer of assets across its three business segments, and we expect business development activity to remain robust 
going forward. 

• Overall Risks – Major risks include: (1) risk to analyst’s forward orthopedic revenue estimates as ortho/spine end market 
demand remains subject to many variables over the next several years, including continued pricing, reimbursement, and 
competitive uncertainties; (2) risk to analyst’s forward MedSurg revenue estimates if hospital capex spending proves softer 
over coming quarters than we currently expect; and (3) integration risks (potential for sales force and/or product line dis- 
synergies, etc.) tied to SYK's ongoing acquisition strategy; 

 
Overall Thesis:  
We believe SYK is well-positioned to deliver premium growth relative to the broader medtech market over coming years given its broad 
exposure to good growth markets, strong competitive positioning within the diverse end markets in which it competes, and a long history 
of solid execution relative to peers. From an end market perspective, we estimate ~25-30% of SYK's revenue is generated in higher-
growth markets such as surgical robotics, extremities, and sports medicine, with the company's leadership position in these markets, 
and even across other markets with lower secular growth potential (hips/knees, MedSurg, spine), helping the company consistently 
deliver global organic growth a point or two above market in recent years. 
 
 
 

Name Ticker Yield Growth D + G
Stryker Corporation SYK 1.08% 10.50% 11.58%
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Past performance is not indicative of future results. This information is for illustrative purposes only. Investing involves risk 
including the potential loss of principal. This material is not financial advice or an offer to sell any product. The actual 
characteristics with respect to any particular client account will vary based on a number of factors including but not limited to: (i) 
the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of 
investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to 
buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's portfolio at 
the time you receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. It should 
not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that 
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance 
of the securities discussed herein. A complete list of holdings is available upon request. Information was obtained from third party 
sources which we believe to be reliable but are not guaranteed as to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does 
not constitute a complete description of our investment services or performance. Nothing in this commentary should be 
interpreted to state or imply that past results are an indication of future investment returns. All investments involve risk and unless 
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional before implementing any 
investment strategy. Investing involves risk. Principal loss is possible. 

This content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize 
or cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations with 
regards to your operations, based on your own compliance process, and compliance review with the marketing rule effective 
November 4, 2022. 

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2401-5. 
 
 


