
Sonova
Increasing the volume on R&D.

Sonova, a Swiss company founded in 1947, claims the industry’s broadest 
portfolio of products, applications and services for better hearing  
performance.  It is vertically integrated – designing, manufacturing and  
selling hearing devices through its global retail network – and has a  
leading position with large market share.  Sonova has been owned by 
Dundas Global Investors since 2018. 

It was purchased following a sift into the global hearing market which 
highlighted a large market of $20bn growing at between 4-5% per annum 
underpinned by demographics, ageing populations and resilience to eco-
nomic cycles.  Industry data highlighted that there are approximately 1bn 
people across the world with impaired hearing however, the penetration 
of hearing devices is low – 70% penetration of people with profound loss, 
50% with moderate loss and 10% with mild loss.  According to the industry  
body EHIMA, the global market for hearing devices is around 17m units 
per annum.

Sonova has been able to significantly outperform the hearing aid market  
through the 'secret sauce of sustainable dividend growth investing'  
namely, internal compounding from reinvesting today’s profits into  
building for the future. Sonova has spent 30% of its cash generated on 
M&A, creating a global network of around 3,200 stores and there are 
plans to increase this amount spent annually. It has also increased CapEx 
by around 50% over the last 5 years.

The image above details the third bucket of internal reinvestment, R&D. 
Sonova now spends 8% of sales on R&D having increased the amount 
by 12% and 22% over the last 2 years.  The manifestation of this can be 

seen with the highly successful launch of the Phonak Audeo Paradise in  
August 2020 – a new sound processing chip with a motion sensor for better  
hearing which allows for multiple simultaneous Bluetooth connections.  

A combination of market growth and internal reinvestment has enabled 
Sonova to increase revenue growth expectations from 5-7% to 6-9% at its 
recent capital markets day.  

Sonova has increased its dividend by 10% per annum from 2010 to 2020 
(with an average pay-out ratio of around 35%) which leaves 65% of the 
annual profits to be reinvested to drive future growth.

Drivers for future growth

• Pent-up demand - demand following the pandemic as senior 
citizens emerge from shielding.

• Ageing populations & underdiagnosed - the number of people 
with hearing loss is rising.

• International expansion - increasing penetration of hearing 
devices in emerging markets.

• Product development – continued potential to innovate  
'better hearing'.

• Replacement cycle – hearing aids tend to be replaced every four 
to five years.

Source: Sonova Investor Relations.
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