





QUARTER 2  REPORT
Company:  STRYKER

Quarter Ending: 6/30/08
Stock Watcher:  Marion Marshall

Quarter Results:

Net sales increased 17.0% to $1,713 billion.





Orthopedic implant sales increased 14.5%.





MedSurg equipment sales increased 20.8%.





Diluted net earnings per share increased 25.9% to $.73 from $.58.

Hot List Items:

By slowing the rate of spending on R&D and maintaining tight control over 




SG&A spending, improved operating margin has occurred.  Will R&D spending





cuts “dry-up” new product launches?





Will the two FDA warning letters hold up Medicare’s approval of new devices? 





36% of SYK’s sales are international.  International diversification is a positive




position to have.





SYK’s PTPM is trending up, a positive development.





SYK has a debt of 3% of Total Capital.  Cash flow of $422 M in cash & cash





equivalents & $2.1 B in marketable securities is adequate to





be able to repurchase stock or acquire smaller or specialty companies.

Management/Analyst Guidance:





SYK expects earnings to rise to $2.88 for FY 08, up 20% from $2.40 in 07,




with sales growth in the low double-digits before foreign currency 
translation.





Argus has lowered its position of SYK from Buy to Hold for both the short & 




long term, expecting EPS estimate of $2.83 for 2008, which is below consensus, 




& $3.33 for 2009.





Credit Suisse rates SYK Neutral, estimating EPS at $2.88.
Changes to SSG:

Review at meeting.
Relevant News:

Management is positive that EPS rate can continue at a 20% increase for 2009,





with sales growth of 11-13%.





Syk has acknowledged a lost share in the hip replacement market.





Gross margin was 68.9%, down 70 basis points from the prior year.  SYK now





expects FY gross margin to narrow by 20-40 basis points from 2007. 





Reinspection of the two plants will occur when the quality control issues are





resolved, now hoping in 2009.
Conclusion:


In light of sluggish hip replacement sales, contracting gross margins, unresolved 




FDA issues, delays in introducing new devices, I recommend a Hold for SYK




stock.

