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Key Metrics 
Current Price:   $51         5 Year CAGR Estimate:         4.0%      Volatility Percentile:     17.8%  

Fair Value Price: $44         5 Year Growth Estimate:        6.0%      Momentum Percentile:   44.4% 

% Fair Value:   116%        5 Year Valuation Multiple Estimate: -2.9%      Valuation Percentile:    33.9% 

Dividend Yield:  0.9%        5 Year Price Target            $59       Total Return Percentile:  21.8% 

Overview & Current Events 
Fresenius Medical Care AG is a diversified healthcare corporation focused on products and services related to renal 

(kidney) diseases. The company’s services include kidney dialysis, clinical laboratory testing, and kidney diagnostic 

procedures. Fresenius Medical is headquartered in Germany. United States investors can initiate an ownership stake in 

Fresenius Medical through American Depository Receipts that trade on the New York Stock Exchange under the ticker 

FMS with a market capitalization of $31 billion.  

In late July, Fresenius Medical reported (7/31/18) financial results for the second quarter of fiscal 2018. In the quarter, 

the company’s number of clinics, number of patients treated, and number of treatments delivered each increased by 3% 

over the same period a year ago. Unfortunately, Fresenius Medical’s financial results continue to be negatively impacted 

by currency headwinds. More specifically, currency fluctuations caused the company’s revenue to decline by 6%, 

adjusted revenue to decline by 3%, adjusted operating income to decline by 4%, and adjusted net income to be flat year-

on-year. At constant-currency, Fresenius Medical’s financial performance was far better. Revenue increased by 2%, 

adjusted revenue increased by 5%, adjusted operating income increased by 2%, and adjusted net income increased by 

6%. On the bottom line, constant-currency adjusted earnings-per-share rose 6%. 

Fresenius Medical also reaffirmed its 2018 financial guidance with the publication of its second quarter earnings report. 

The company continues to expect to generate 5%-7% revenue growth, 13%-15% GAAP net income growth, and 7%-9% 

adjusted net income growth for the twelve-month reporting period. Separately, the company reaffirmed its 2014-2020 

financial growth targets, continuing to expect 10% annualized revenue growth and ‘high single digit’ annualized net 

income growth during the aforementioned 7-year time period.  

Growth on a Per-Share Basis 
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2023 

EPS $1.38 $1.50 $1.62 $1.76 $1.94 $1.83 $1.73 $1.69 $2.03 $2.08 $2.45 $3.28 

DPS $0.42 $0.39 $0.38 $0.46 $0.44 $0.48 $0.53 $0.43 $0.43 $0.53 $0.55 $0.74 

Shares 587.86 591.49 596.56 600.33 605.48 602.89 603.56 610.63 614.44 612.90 613.0 620.0 
 

Although Fresenius Medical has lofty forward-looking growth targets, the company has been unable to achieve this level 

of growth historically. More specifically, Fresenius Medical has compounded its adjusted earnings-per-share at 4.1% per 

year over the last decade. Looking ahead, we believe that the company’s guidance implies that it is likely to exceed this 

historical growth rate, although we are hesitant to accept the company’s financial guidance at face value given its 

historical track record. We are forecasting 6% annualized earnings-per-share growth for Fresenius Medical over the next 

5 years. 2018 is expected to be a strong year, and we anticipate that the company will deliver earnings-per-share of 

around $2.45. Applying a 6% growth rate to our 2018 earnings-per-share shows a 2023 earnings-per-share estimate of 

$3.28. 

Fresenius Medical Care has not prioritized growing its dividend payments in the past. Accordingly, we expect that 

dividend growth will keep pace with earnings growth for the foreseeable future.  
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Valuation Analysis 
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Now 2023 

Avg. P/E 18.6 15.1 17.2 19.5 18.1 18.5 20.1 24.3 21.1 22.2 20.9 18.0 

Avg. Yld. 1.7% 1.7% 1.4% 1.3% 1.3% 1.4% 1.5% 1.1% 1.0% 1.1% 1.2% 1.3% 

Fresenius Medical has traded at an average price-to-earnings ratio of 19.5 over the last decade. We believe that this 

historical valuation is a bit rich given comparable valuations elsewhere in the healthcare industry. Fresenius Medical’s 

fair value is likely somewhere around 18 times earnings. For context, the company is trading at a price-to-earnings ratio 

of 20.9 today. If the company’s price-to-earnings ratio were to contract to 18 times earnings over the next 5 years, this 

would reduce Fresenius Medical’s total returns by 2.9% per year during this time period.   

Income investors should note that the German government imposes a 26.375% withholding tax on dividend payments 

made to international investors. This reduces Fresenius Medical’s net dividend yield to 0.9%.  

Safety, Quality, Competitive Advantage, & Recession Resiliency 
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2023 

GP/A 25.5% 23.6% 22.4% 22.9% 20.0% 19.7% 21.5% 22.6% 23.1% 24.9% 22.5% 22.5% 

Debt/A 59.0% 57.0% 56.0% 58.7% 58.8% 59.0% 60.5% 58.6% 56.7% 54.9% 55.0% 55.0% 

Int. Cov. 5.0 5.9 7.0 7.2 5.6 5.6 5.7 6.3 6.7 6.8 6.5 6.5 

Payout 30.4% 26.0% 23.5% 26.1% 22.7% 26.2% 30.6% 25.4% 21.2% 25.5% 22.4% 22.6% 

Std. Dev. 23.1% 25.4% 22.1% 24.4% 17.0% 14.3% 12.2% 19.3% 17.2% 14.1% 17.0% 17.0% 
 

Fresenius Medical generates a compelling level of gross profits relative to its asset base. Moreover, the company’s 

leverage is reasonable and its interest coverage is adequate. The company has never paid out more than one-third of its 

earnings as dividend payments, which gives its dividend a tremendous amount of safety. Lastly, Fresenius Medical’s 

stock price volatility is below average relative to its peers in the international equity universe.  

Final Thoughts & Recommendation 
Fresenius Medical’s presence in the renal care industry makes it a very stable business, which helps it appeal to 

conservative investors. With that said, the company is priced to deliver low single-digit returns today. Accordingly, 

Fresenius Medical earns a sell recommendation from Sure Dividend at current prices. 

Total Return Breakdown by Year 

 

Click here to rate and review this research report. Your feedback is important to us.  
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