
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
 

 
Hologic Inc. (NGS: HOLX: BUY) 
Target Price: $52 
David Toung 
5/2/2016 
 
Thesis 

 We reaffirm our BUY rating following HOLX’s sell-off post-earnings. Our price target is $52. 

 Here is why we think the sell-off represents good investment opportunity and why the market 
got it wrong.  Hologic reported 2Q16 results on April 27. 

o HOLX organic sales grew 7.0% (ex. discontinued products). This is one of the best 
quarterly rates in our coverage universe of med-tech stocks. U.S. sales grew 10.6%. Sales 
growth driven by 3-D mammography, Panther diagnostics systems, and gynecological 
surgery products. 

o Favorable product mix drives 240 bp gain in gross margin.  Not all of it fell to bottom line 
as operating margin expanded by 40 bps.  Reinvestments in R&D and product marketing 
to drive future growth. 

o Market share gains in placements of 3-D mammography systems and Panther systems 
drives future revenue streams from consumables and service. 

o Larger portion of revenue comes from consumables and service as more 3-D and 
Panther units are placed.  3-D Tomo generates $400 million annually in service revenue. 
Panthers generate $170,000 annually for consumables and service.  Growth in 
placements of 3-D and Panthers sets up nice annuity stream.  

 Hologic raised 2016 guidance for EPS and revenue. 3Q revenue guidance was below Street 
consensus because of impact of discontinued products and tough comp against 3Q15.  New 
orders for 3-D Tomo and Panthers remain strong. 

 These are reasons why HOLX’s growth is sustainable.  

 Additional catalyst: Hologic has reduced debt, strengthened debt and now has more flexibility to 
do M&A.  

 Another illustration of how the market initially gets it wrong on HOLX: Stock fell 15% in April 
2012 on initial reaction to GenProbe acquisition.  HOLX +99% since deal announcement in April 
2012. GenProbe expanded Hologic’s diagnostics capability.  

 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


