Abbot Laboratories (ABT). Dividend yield of approx 3.65%, paying $0.44 per share in Sep 2010. The stock losing 4.2% in the last quarter and 5.97% over the last year. For last quarter, ending Sep 30, total sales grew 13% with improvement in the gross margin yielding 14% yoy growth in earnings per share. . ABT increased to $4.16-$4.18.  Pharma division posted 23% yoy growth.

M* fair value estimate is $68/share; consider buy at $54.40. 

Bulls: strong clinical data in stent market, recent acquisition of Piramal’s drug unit gives exposure to the rapidly growing Indian market. Acquisition of Solvay’s pharma unit brings several new drugs.

Bears: Acquisitions may cause integration disruptions, lack of robust internal development, company’s weak pipeling lacks the high number of shots on goal to increase new product approvals, strong competition from Pfizer.

VL: 10/15/10: ABT is on track for another year of double-digit earnings growth.  Will reduce workforce by 3,000 or 3% and closure of the US HQs of Solvay. The international growth rate has significantly outpaced US growth. “This solid stock should appeal to more than just income-minded investors. In addition to the solid dividend yield, ABT offers attractive price appreciation potential over the 3-5 year period. VL projects 7.5% sales and 10% earnings increase.

S&P 11/13/10:3-yr EPS CAGR 10%; fair value $55.50; 12-month target $62.00. Project revenues to increase 8% in 2011; expect gross margins to expand modestly in 2011 through higher volume and mafg efficiencies. Success with target acquisition strategy will be a key driver for above-average growth. Risks include failure to integerate Solvay, greater-than-expected competitive pressures in key markets, and possible pipeline setbacks. 12-month target price of $62 applies a peer level P/E multiple of 13.3X to 2011 EPS estimate of $4.65. 

