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ANNUAL RATES  Past

Past Est'd '09-'11

of change (persh) 10 Yrs. 5Yrs.  to'14-'16
Sales 22.0% 17.5% 14.0%
“Cash Flow” 21.5% 185% 14.0%
Earnings 21.5% 19.5%  15.0%
Dividends - - -- Nil
Book Value 29.0% 20.0% 13.0%
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ResMed kicked off fiscal 2012 in lack-
luster fashion. (Fiscal years end June
30th.) The medical products manufacturer
earned just $0.33 a share in the Septem-
ber period, three pennies below the year-
earlier figure. The top line advanced at a
healthy 12% clip, mostly thanks to higher
sales of masks and accessories. Revenues
from flow generators rose a bit, as well,
but fell somewhat short of our expectation.
SG&A and R&D outlays soared on an ab-
solute basis and as a percentage of the top
line, due to ongoing appreciation of the
Australian dollar against the U.S. dollar.
In addition, the company invested more in
its pipeline.

We have pruned our fiscal 2012 es-
timates. We cut $20 million from our top-
line call, and knocked a nickel off our
share-profit target. Demand has waned
slightly, owing to the soft economic back-
drop, and currency translation will likely
continue to hurt the bottom line.

The company continues to buy back
stock at a rapid pace. In the September
period, it repurchased 4.4 million shares,
at a cost of $124.7 million, as part of man-
agement’s ongoing capital management

program. Given solid cash flow from opera-
tions and a healthy balance sheet, we look
for the company to keep buying back stock
in the near term. (At the end of the month,
there were 18.1 million shares available
under the company'’s repurchase plan.)
ResMed stock is untimely. Indeed,
owing to weak share-price momentum that
has persisted since the summer, as well as
the lackluster earnings performances
posted of late, we think momentum inves-
tors should shy away.

The issue has plenty of long-term ap-
peal, however. We agree with manage-
ment's belief that awareness of sleep-
disordered breathing and its impact on
other disease states, including hyperten-
sion, heart failure, and type 2 diabetes,
continues to grow. We think the gradual
push toward preventative healthcare, as
well as the medical device industry’s ef-
forts to better educate physicians and car-
diologists, will also help to drive demand
for ResMed’s offerings and ultimately bol-
ster the bottom line. The issue is also a
relatively safe bet, especially for a
“growth” stock in an expanding industry.
Erik A. Antonson November 25, 2011

(A) Fiscal years end on June 30th. Quarterly | 3¢. Next earnings report due late January.
i (C) Includes intangibles. In '11: $283.4 million,

figures may not sum due to rounding.
(B) Diluted earnings. Excludes nonrecurring | $1.87 a share.

losses: '01, 14¢; 05, 2¢; '06, 2¢; '07, 27¢; '08,

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

(D) In millions, adjusted for splits.

Company’s Financial Strength A
Stock’s Price Stability 85
Price Growth Persistence 95
Earnings Predictability 95

To subscribe call 1-800-833-0046.




