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• We reiterate our investment thesis on IART, which has been one of the best-performing stocks 
in our coverage universe of med-tech stocks. IART is +23.0% YTD and +4.8% over past five 
trading sessions.   

• Integra is BUY-rated with price target of $105.   
• Specifically, we note that Integra has robust growth opportunities. We contrast that with 

Medtronic, which reported disappointing earnings last week and lowered guidance.  
• These contrasting growth rates are important: if investors want to beat the benchmark for med-

tech, they should be underweighting MDT and overweighting IART in our opinion.  
• Let’s look at the growth drivers for Integra: 

o Tissue-regeneration products are growing in the mid-teens. These are products for 
wound closure and bone growth. Company has been expanding manufacturing capacity 
in order to meet growing demand. 

o Positive product mix (greater sales of high-margin tissue-regeneration products) and 
higher utilization of capacity leads to higher gross and operating margins.  

o Expansion in overseas markets. We see OUS revenue contributing 35%-40% of revenue, 
up from current 25%, as Integra expands penetration of its products for specialty 
surgery and tissue regeneration. 

o Tuck-in acquisitions (as small as $50 million in deal value) can move the needle on 
topline growth for Integra. 

• Management is holding an analyst meeting on December 14 to highlight its growth 
opportunities. 

• By contrast, Medtronic had to take down growth targets on its call for 2Q-17 results. Core 
markets of implantable defibrillators and pacemakers are declining in the high single digits. MDT 
faces greater competition and potential market share loss when rival St. Jude Medical launches 
MRI-compatible pacemakers and ICDs in 2017. 



• We think now that Medtronic has fully integrated the Covidien acquisition and achieved most of 
the deal synergies, it will have difficulty finding M&A targets of sufficient size to move the 
needle on topline growth. 
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