
Thermo Fisher Scientific
Building the labs of tomorrow.

Imagine the world’s most sophisticated biotech lab, one that is constantly 
evolving, seeking the answers to life’s big questions. Thermo Fisher  
Scientific (TMO) develops and manufactures products and services 
to help that lab make groundbreaking discoveries as efficiently  
as possible. TMO reinvests over $1.3bn in R&D and $2bn in CapEx  
annually. As well as being one of the largest budgets in the industry, the  
culture of innovation ensures this is managed effectively. The company's  
engineers work closely with customers and commercial teams to develop 
high  impact solutions that can be scaled across global operations to drive  
revenue synergies and operating leverage while de-risking projects.  
Business managers enjoy a high level of decentralisation and P&L  
accountability. We like this structure as it incentivises managers to make 
long-term, high-quality reinvestment decisions that lead to excellent  
compounding opportunities through M&A.

TMO operates in a highly fragmented industry worth $165bn, growing 
5% p.a. It has done 68 deals since 2010, spending $39bn to bring  
together an incredibly valuable range of healthcare services and products. 
For example, through the acquisition of Patheon N.V and PPD Inc, TMO 
has become one of the largest pharmaceutical contract development 
and manufacturing businesses in the world with expertise in vaccines, 
and biologic therapies. TMO may enter decade long relationships with  
customers due to capital requirements and high regulatory hurdles. 
These quality cash flows are reinvested in innovation to accelerate growth 

which can be observed in trend growth rising from 4% p.a. to over 6% 
p.a. through the last five years. We believe several factors such as demo-
graphics, innovation, and emerging markets can lift this further. Growth, 
combined with profitability improvement processes, high reinvestment 
rates and returns on capital should support EPS and DPS growth in the 
mid-teens over the medium to long term.

TMO has returned 26% p.a. over the last ten years and 30% p.a. over 
the last five years. While TMO trades on 23.5x price to cash flow versus a 
ten-year average of 17.5x, long-term investors should be well rewarded 
by 1.2% p.a. in yield (dividends and repurchases) and strong dividend 
growth. 

Drivers for future growth:

• Rising chronic conditions among ageing populations – aiming 
to improve life quality as we all age.

• Scientific advances – huge R&D spend.

• Growth in emerging markets – quality of life is not just the right 
of developed countries.

• Further consolidation of the fragmented market – being the 
best will serve Thermo Fisher and the species.

Source: Thermo Fisher Investor Relations.
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