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Abstract  
This report is part of a detailed equity 
research analysis on GE HealthCare 
(GEHC), a global MedTech leader 
specializing in diagnostic imaging. GEHC 
operates in a total addressable market of 
approximately USD 114 billion in FY24, 
with growth projections reaching USD 
188 billion by FY32. This section covers 
several key areas. It includes an 
industry and competitor analysis 
across GEHC’s operating segments, 
providing insight into its market 
positioning. The report also presents 
financial forecast projections and 
discusses the underlying assumptions 
used in the valuation models. A 
Discounted Cash Flow (DCF) 
valuation is conducted to determine the 
target price, supported by a relative 
valuation to contextualize and cross-
check the DCF results. Finally, the report 
addresses potential downside risks 
and their potential impact on valuation, 
including a worst-case scenario 
analysis, offering a comprehensive view 
of uncertainties that could influence the 
investment decision. 
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Introduction 

This analysis is part of a joint equity research report on the valuation of GE 

HealthCare Technologies Inc. (GEHC), a leading company in medical imaging, 

patient monitoring, diagnostics, and digital healthcare solutions. The report 

includes an investment recommendation based on a comprehensive analysis of 

the company. 

The joint report begins with an overview of the company´s business activities and 

financial performance, followed by an analysis of relevant macroeconomic drivers 

and GEHC's market landscape, including an assessment of the individual market 

segments in which the company operates and its key competitors. 

Building on this, forecasts are developed for revenue, profitability, and other 

balance sheet and cash flow items, based on detailed analyses of the company’s 

segments and its economic environment. A valuation is then performed using the 

Discounted Cash Flow (DCF) method with plausibility checks conducted via 

sensitivity analyses and multiples. 

After a concise discussion of relevant downside risks factors, the analysis 

concludes with a BUY recommendation for GEHC shares. 

This section examines market entry barriers and segment evolution, alongside 

GEHC's innovation strategies and competitor positioning. A DCF analysis 

determines the intrinsic value by 2025, with key financial assumptions, capital 

costs, and WACC detailed. The results are cross-validated with a comparables 

analysis, culminating in a buy recommendation with downside valuation risks 

considered. 

 

Industry Analysis 

Evaluation of Market Dynamics 

GEHC operates in a competitive and specialized medical technology sector, 

requiring strategic agility to address complex industry dynamics.  

Supplier Bargaining Power: Significant due to reliance on specialized vendors 

for critical components like imaging hardware and rare earth materials, with limited 

alternatives and costly switching. Rising raw material costs and geopolitical risks 

add pressure. GEHC mitigates these risks through long-term supplier contracts 

and internal R&D but remains vulnerable, especially amid supply chain disruptions. 

Customer Bargaining Power: Strong due to healthcare consolidation, with large 

health systems leveraging purchasing power to demand discounts and tailored 

Source: Own Analysis 

Figure 37: Porters Five Forces 
Overview  



solutions. Over 70% of U.S. hospital systems are networked, prioritizing 

affordability and TCO. GEHC counters by bundling hardware with AI analytics 

(e.g., Edison platform) to enhance efficiency and outcomes, though 

commoditization pressures persist in segments like ultrasound. 

Threat of New Entrants: Moderate, as regulatory and capital barriers deter many, 

but AI, cloud computing, and 3D printing enable startups in niche markets. While 

lacking GEHC’s scale, these players pose risks with cost-effective innovations. 

GEHC invests in R&D and partnerships (e.g., Nvidia) to maintain a competitive 

edge. 

Threat of Substitutes: Moderate, driven by non-invasive diagnostics like liquid 

biopsy and point-of-care devices. Emerging technologies, such as AI-driven 

analytics, could shift demand away from traditional imaging. GEHC adapts by 

integrating advanced analytics and diversifying into new modalities like molecular 

imaging. 

Competitive Rivalry: Intense, with major competitors like SHL, PHC, and Canon 

innovating aggressively. Chinese players, such as Mindray, challenge in cost-

sensitive segments. GEHC defends its position by balancing premium offerings 

with cost-efficient products for emerging markets and tying hardware to recurring 

revenue streams (e.g., subscriptions and maintenance). However, competitors are 

adopting similar strategies. 

In conclusion, GEHC’s environment features strong supplier and buyer dynamics, 

moderate threats from entrants and substitutes, and fierce rivalry. By investing in 

innovation, expanding its digital ecosystem, and adapting to value-based care 

trends, GEHC is well-positioned to maintain leadership in the evolving medical 

technology sector. 

Segment Analysis 

While growth is driven by overarching factors such as economic development and 

demographic shifts, the pace and nature of expansion within GEHC’s four key 

segments, Imaging, AVS, PCS and PDx, vary significantly. Each segment presents 

distinct opportunities and challenges shaped by unique market conditions and 

competitive pressures. To maintain and enhance its market position, GEHC must 

continue to differentiate itself through innovative approaches, refine its strengths, 

and expand its specializations. This includes leveraging cutting-edge technologies, 

addressing shifting customer needs, and staying ahead of competitors who are 

also adapting to these dynamic environments. 

▪ Imaging 

The imaging market, valued at USD 48 bn in 2024, is projected to grow to USD 75 

Source: Federal Reserve Bank of 
St. Louis 
 

Figure 38: PPI – Semiconducter 
(in USD)  

Source: Federal Reserve Bank of 
St. Louis 
 

Figure 39: PPI - Iron & Steel (in 
USD) 

Source: Federal Reserve Bank of 
St. Louis 

Figure 40: PPI - Analytical 
Laboratory Instrument (in USD) 

Source: Kaiser Family Foundation 

Figure 41: US-Hospitals 
Consolidation 



bn by 2032, reflecting a CAGR of 5.7%. This expansion is driven by rising 

healthcare investments, increased diagnostic applications, and growing adoption 

of AI-enhanced imaging technologies. Additionally, China's economic recovery, 

supported by healthcare infrastructure stimulus measures, is expected to reignite 

demand in FY25, following macroeconomic headwinds in recent years. GEHC 

holds a 20% market share, with its 400,000-unit installed base and 200+ software 

applications providing significant advantages, particularly in driving recurring 

revenue from services and software upgrades. In 2023, imaging accounted for 

45% of GEHC’s total revenue, generating USD 0.8 bn in EBIT at a margin of 9%. 

Despite a -10% decline in FY24, growth is expected to rebound sharply with a 

+14.3% growth forecast for FY25.  

Other competitors include SHL, which mirrors GEHC's global reach and market 

share (c20%), supported by its strong European presence and continued 

expansion into AI-powered diagnostics with a huge focus on cancer treatment. 

PHC, however, lags behind with a c5% share and has been impacted by 

restructuring efforts, although its focus on minimally invasive diagnostics positions 

it well for future growth. Canon Inc. maintains a foothold in Asia, holding c6% of 

the global market and emphasizing cost-effective solutions, while Shanghai United 

Imaging Healthcare dominates the Chinese market. The latter is leveraging 

government support to sustain high domestic growth, though its global traction 

remains limited. Additionally, Fujifilm Holdings Corp. achieves stable market 

performance through diversification, while AGFA Gevaert NV struggles with 

declining market share and high financial leverage in an increasingly competitive 

environment. 

GEHC is leveraging several market opportunities to sustain growth in its imaging 

business. Rising cancer incidence, projected to increase 62% over two decades, 

underpins demand for advanced molecular imaging solutions, including the 

StarGuide PET/CT and Discovery MI-GEN 2 platforms. This positioning is aimed 

at enhancing their presence in this crucial subsegment, just like SHL. Additionally, 

the company’s molecular imaging technologies, focused on oncology diagnostics 

and therapies, are positioned to benefit from the growing adoption of 

radiotherapeutics.1 

AI is a key growth driver for GEHC, with its Edison Platform integrating tools like 

AIR Recon DL and Breast Assistant to enhance efficiency and precision. As 

healthcare data grows at a 36% CAGR through FY25 and makes up 30% of the 

world’s data, GEHC targets the USD 5 bn digital imaging market. Service revenue, 

accounting for 50% of FY23 sales, is supported by 80% of imaging systems 

connected for remote monitoring and an 8,500-strong service network, ensuring 

 
1 Siegel et al. (2024) 

 

Source: Statista, Allied, Fortune 
Business Insight, IMARC Group, 
Own Analysis 

Figure 42: Imaging – Market Size 
Projection 

Source: LSEG, Company Data, 
Own Analysis 

Figure 43: Imaging - Market Share 



quick issue resolution and system upgrades. This infrastructure boosts customer 

retention and trade-in revenues, driving long-term growth.2 

Figure 44: Competitor Comparison in the Imaging Segment 

Source: LSEG, Own Analysis 

▪ Advanced Visualization Solutions 

The AVS market, valued at USD 16 bn in 2024, is expected to grow to USD 25 bn 

by 2032 at a 6.1% CAGR, driven by rising demand for minimally invasive 

procedures, AI-driven innovation, and affordable imaging solutions. GEHC leads 

this market with a 34% share. GEHC’s significant edge comes from its 400,000-

unit installed base, advanced AI-enabled technologies, and strategic expansion 

into wearable and intraoperative imaging. GEHC’s Edison Platform powers AI tools 

that reduce ultrasound scan times from minutes to seconds, automate diagnostics, 

and enable seamless image sharing and real-time collaboration, giving the 

company a unique competitive advantage. The Vscan Air, a wireless handheld 

ultrasound device, targets 1.1 mn primary care physicians, offering significant 

growth potential. The BK Medical acquisition and general surgery, with products 

such as bkFusion and OEC 3D seamlessly integrating into outpatient workflows. 

Other key competitors in the AVS market include SHL which holds approximately 

15% of the global market share and mirrors GEHC’s global presence. Siemens 

benefits from its strong R&D pipeline and a focus on advanced visualization 

technologies, which support its competitive positioning. PHC with a stable c31% 

share, focuses on procedure-specific ultrasound applications. Canon Inc. 

maintains a notable presence in the Asia-Pacific region, with a smaller global share 

of around 5%, leveraging steady margins and cost-effective solutions to gradually 

expand its footprint. Shenzhen Mindray Bio-Medical Electronics is expanding in 

emerging Asian markets with its competitively priced ultrasound portfolio. 

Reinvesting c.12% of revenue into R&D fuels its growth. Meanwhile, Butterfly 

Network is gaining traction in portable ultrasound with affordable innovations but 

faces challenges scaling due to lower operating margins. 

 

 
2 Coughlin et al. (2018) 

Figure 45: AVS – Market Size 
Projection 

Source: Statista, Allied, Fortune 
Business Insight, IMARC Group, 
Own Analysis 

Source: Company Data, LSEG, 
Own Analysis 
 

Figure 46: AVS - Market Share 



Figure 47: Competitor Comparison in the AVS Segment 

Source: LSEG, Own Analysis 

▪ Patient Care Solutions 

The Patient Care Solutions (PCS) market, valued at USD 37.3 bn in 2024, is 

projected to reach USD 61.7 bn by 2032, growing at a 6.5% CAGR. GEHC, with a 

9% market share, remains a key player, competing against larger players like PHC 

(15%) by focusing on product innovation, improved clinical outcomes, and 

operational efficiency.  

GEHC’s growth is underpinned by an active innovation pipeline, including multiple 

new product introductions across Patient Monitoring, Anesthesia, Respiratory, and 

Diagnostic Cardiology in 2024 and 2025. The recently launched CARESCAPE 

ONE monitor, featuring modular docking technology and data integration via the 

CARESCAPE Gateway, facilitates seamless patient transportation while reducing 

errors, which affect up to 40% of patient transfers3. In Monitoring and Digital 

Solutions, products like FlexAcuity and MURAL system address the rising demand 

for mobile, wireless monitoring. These systems improve clinical workflows by 

reducing patient transfers, visit lengths, and hospital capacity constraints while 

enabling real-time decision support. GEHC estimates that 40%-70% of patients at 

medical facilities are transferred daily, highlighting the need for these solutions. 

Operational improvements are also a priority, with GEHC implementing lean 

methodologies to optimize supply chains and product lifecycle management. 

These efforts aim to enhance PCS’s efficiency and margin performance while 

supporting long-term growth. 

Masimo, with a leading market share of around 50% in pulse oximetry, achieves 

high margins (c25%) mainly due to cost-effective manufacturing. Its products are 

less complex to produce, allowing the company to focus on specialized and 

profitable market segments. This focus on non-invasive monitoring strengthens 

Masimo’s position in a growing and innovative sector. 

Baxter, despite a modest market share of about 2%, is a significant player in 

connected care solutions. The company has strategically expanded into emerging 

 
3 GE HealthCare Technologies Inc. (2020)  
 

 

 Figure 48: PCS – Market Size 
Projection 

Source: Statista, Allied, Fortune 
Business Insight, IMARC Group, 
Own Analysis 

Source: Company Data, LSEG, 
Own Analysis 
 

Figure 49: PCS - Market Share 



markets, supported by stable operating margins (c12%) and consistent investment 

in R&D. This approach drives further growth, particularly in hospital and dialysis 

products. 

Draegerwerk, with a 6% market share, specializes in acute care and stands out 

with its strong presence in Europe and global markets. The company maintains 

stable operating margins (c12%) and reinvests around 10% of its revenue into R&D 

to fuel global growth, especially in high-risk care settings. Draegerwerk uses 

moderate leverage to fund its expansion and product development. 

Figure 50: Competitor Comparison in the PCS Segment  

Source: LSEG, Own Analysis 

▪ Pharmaceutical Diagnostics  

The PDx market, valued at USD 13 bn in 2024, is projected to grow to USD 26 bn 

by 2032, with a CAGR of 8.9%. In 2023, PDx contributed 12% of GEHC’s total 

revenue and 21% of adjusted EBIT (USD 0.6 bn), with EBIT margins rising to 

30.6% by Q3 2024. Its integrated imaging and diagnostic pharmaceutical 

capabilities, coupled with a strong pipeline and capacity expansion efforts, position 

GEHC as a key player (c20% market share) in this high-growth segment. GEHC’s 

growth is supported by a robust pipeline targeting radiology, neurology, cardiology, 

oncology, and immuno-diagnostics. Pipeline developments include Dopamine 

transporter PET, CD8 T-Cells PET, and Estrogen receptor PET, addressing critical 

needs in areas like Parkinson’s disease and myocardial perfusion. Additionally, 

breast cancer is the most common cancer in U.S. women, making up 30% of new 

female cases, which is why a breast cancer platform is actively being built out in 

the PDx segment to enhance precision diagnostics and treatment monitoring4. 

Established products like Myoview and Rapiscan in cardiology are complemented 

by a Phase 3 PET drug under development, reinforcing GEHC’s stronghold in the 

cardiovascular imaging market. 

Competitors like Bayer (c10% share) leverage a strong MRI/CT portfolio and 

steady R&D (c9% of revenue), challenging GEHC to drive innovation in precision 

diagnostics and oncology. Bracco (c15% share) focuses on interventional 

radiology, pushing GEHC to expand its capabilities in niche systems. 

 
4 American Cancer Society (2024) 

Figure 51: PDx – Market Size 
Projection 

Source: Statista, Allied, Fortune 
Business Insight, IMARC Group, 
Own Analysis 

Source: Company Data, LSEG, 
Own Analysis 
 

Figure 52: PDx - Market Share 



Guerbet (c7% share) struggles with declining growth and high leverage, offering 

GEHC opportunities to capture share while highlighting the need for cost efficiency. 

Lantheus dominates nuclear diagnostics (c40% share,), with rising margins (c28%) 

after reducing R&D expenses. Its USCAN focus limits global reach, giving GEHC 

an edge with its broader pipeline and global expansion efforts. 

To meet the rising demand for iodinated contrast media, GEHC is doubling its 

production capacity over the next decade, supported by a multi-year iodine supply 

agreement with a Chilean mining company5. Expansion efforts include X-ray 

capacity investments, waste reduction, and the development of non-gadolinium 

MRI agents. In ultrasound, GEHC is growing Optison in the U.S. and Sonazoid 

globally, broadening the applications of contrast media beyond traditional 

diagnostics. In molecular imaging, GEHC leads in neurology with DaTscan and is 

leveraging its expertise to expand into oncology with new platforms and immuno-

oncology tools. With Parkinson’s disease prevalence expected to double by 2040, 

and innovations in PET imaging accelerating, GEHC is well-positioned for 

sustained growth6. 

Figure 53: Competitor Comparison in the PDx Segment 

Source: LSEG, Own Analysis 

 

Valuation 

To estimate GEHC’s fundamental value and target price, we conducted a 

Discounted Cash Flow (DCF) analysis, discounting projected core free cash flows 

to their present value to capture GEHC's long-term cash-generating potential and 

equity value. To contextualize the DCF-derived target price, we performed a 

Comparable Companies Analysis (CCA), benchmarking our projections against 

peers with similar business models and margin profiles, while adjusting Enterprise 

Value (EV) for anomalies i.e. spin-off-related pension obligations. A precedent 

transaction analysis was excluded due to the limited availability of comparable 

transactions in the MergerMarket database. 

 

 
5 Business Wire (2022) 
6 GE HealthCare Technologies Inc. (2022) 



Forecasted Income statement 

▪ Top-line growth 

To project top-line growth in the income statement, we employ a market size and 

market share (top-down) approach due to limited data availability on volume and 

pricing. This method leverages a range of market-size reports across GEHC’s 

various segments to estimate revenue growth potential. 

Regarding market share, it is worth noting that GEHC already commands a 

substantial share within a relatively concentrated market, where it holds a strong 

competitive position. The likelihood of market share erosion is relatively low, given 

the company’s scale and established presence. However, due to the constraints 

of organic expansion within this mature market and the limited scope for significant 

acquisitions to further expand share, we assume that GEHC’s growth will align 

closely with the growth rates of its respective target markets. 

Imaging remains GEHC’s largest segment but shows the slowest growth, with a 

projected market CAGR of 5.7%. However, we believe that a recovery in the China 

business will drive market share gains, resulting in topline growth ultimately 

reaching 6.1% from FY24-FY32. The AVS segment, which includes Ultrasound, is 

GEHC’s second-largest revenue driver and is expected to grow at a CAGR of 

6.6%, reflecting increased demand for imaging-guided therapies. PCS is projected 

to grow at approximately 7.5%, supported by rising demand for patient monitoring 

systems. PDx, while the smallest segment by volume, is forecasted to grow the 

fastest with a robust CAGR of 8.7%, driven by the expansion of diagnostic imaging 

globally. 

GEHC's revenue is projected to grow at a blended CAGR of 7.2% from FY24 to 

FY28, 0.1% above consensus estimates. Over the full forecast period until FY32, 

the growth rate moderates to a blended CAGR of 6.8%, reflecting sustained but 

balanced expansion. This growth underscores GEHC's robust positioning within 

the industry, driven by steady performance in Imaging and accelerated growth in 

AVS, PCS, and PDx. 

▪ Core operating costs 

We believe GEHC will enhance its product cost efficiency despite the impact of 

tariffs on Chinese imports following Trump's election. GEHC is expected to adapt 

to these tariffs, enabling a gradual improvement in its COGS starting in the second 

half of Trump’s term. We anticipate this will allow GEHC to progressively align its 

cost structure to its FY21 levels of 40.9% by FY32. In addition to the improved cost 

of products within the production process, the more favourable revenue split 

between the segments contributes significantly to the overall improved gross profit 

Source: Company Data, LSEG, 
Own Analysis 

Figure 54: Revenue Forecast per 
Segment 

Figure 55: Revenue Split per Segment 

Source: Company Data, LSEG, 
Own Analysis 



margin of GEHC. Given higher growth projections for the PDx market, we expect 

that the lower-margin Imaging segment (12.6% EBIT margin in FY23) will lose a 

portion of its revenue share in favour of the high-margin PDx segment (26.8% in 

FY23).  

The Cost of services is also anticipated to improve modestly, declining by roughly 

1% to 15.4% of revenue by 2028. After these target years, we assume these 

margins will stabilize, as further improvements may be limited by structural and 

market factors. Those improvements in the cost of products and cost of sales led 

to a total gross profit margin of 43.7% in FY32 versus 40.5% in FY23. Our 

projections lead to a slightly weaker gross margin from FY24-27 compared to 

consensus data. However, our projections align with consensus estimates starting 

FY28.  

SG&A expenses are expected to remain consistent at 18.3% of revenue, 

maintaining the FY24 level. Similarly, R&D expenses will be held steady at 6.2% 

of revenue, aligning with the company’s ramped-up R&D expenses since its 

independent status. Management recently reaffirmed in the 3Q24 earnings 

presentation that R&D spending will continue to grow proportionally with revenue. 

In conclusion, our EBITDA margin improves from 15.6% in FY23 to 19.2% in FY32. 

Our EBITDA margins projections are slightly higher compared to median 

consensus data and marginal lower than industry research could imply (19.9%-

20.2%).7 Contrary to the consensus, we do not expect our EBITDA margin to shrink 

due to increasing SG&A. Similar to PHC, we observe that Medtech companies are 

increasingly focusing on leaner and more agile structures. While these 

approaches, particularly in combination with new technologies, may lead to 

restructuring costs initially, they are expected to improve general OPEX in the long 

run. 

Lastly, Depreciation and Amortization (D&A) expenses are expected to remain 

steady at 9.9% and 25.7% of the prior year's property, plant, and equipment (PPE) 

and intangible assets, respectively, reflecting minimal anticipated changes in asset 

intensity or amortization schedules. This projection results in an estimated EBIT 

margin of 16.4% for FY32, up from 12.5% in FY23. Our EBIT margin forecast is 

closely aligned with analyst consensus, which anticipates margins in the range of 

16-17%. 

Compared to its main competitors, SHL and PHC, GEHC's gross and EBITDA 

margin expansion appears more limited. Consensus estimates for FY24-FY28 

project gross margin compound annual growth rates (CAGR) of +2.46% for SHL 

and +1.68% for PHC, compared to our estimate of +1.18% for GEHC. For EBITDA 

 
7 Roland Berger (2022) 

Source: Company Data, LSEG, 
Own Analysis 

Figure 57: EBIT Margin Forecast vs 
Consensus 
 

Source: Company Data, LSEG, 
Own Analysis 

Figure 56: Gross Margin Forecast vs 
Consensus 

Source: Company Data, LSEG, Own 
Analysis 

Figure 58: Margin Expension 
across Peers FY24-28 



margin expansion, our projection of +2.81% surpasses that of PHC (+0.72%) but 

lags significantly behind SHL (+4.58%). 

However, at the EBIT margin level, our estimated expansion of +3.43% exceeds 

the consensus estimates for both SHL (+3.36%) and PHC (+2.96%). This 

divergence is driven by GEHC’s exceptionally low asset intensity. As of FY23, 

GEHC's net PPE and intangibles (excluding goodwill) accounted for only 19.3% of 

total sales, compared to SHL's 54.5% and PHC's 52.5%. Given this low asset 

intensity, GEHC benefits from significantly lower D&A expenses, contributing to its 

stronger EBIT margin growth relative to its peers. GEHC’s ability to achieve similar 

growth with lower asset intensity highlights its superior capital efficiency. By 

generating comparable revenue with fewer assets, GEHC reduces the need for 

significant capital expenditures and lower D&A costs. This allows the company to 

deploy its resources more effectively, focusing on strategic initiatives such as 

innovation, R&D, or acquisitions, rather than being burdened by heavy asset-

related expenses. 

Forecasted Balance Sheet  

Since GEHC's spin-off from GE occurred only two years ago and only one audited 

annual report has been published, the data available for our balance sheet forecast 

remains limited. Consequently, our projections are heavily reliant on assumptions 

based on the historical data provided in the latest annual report (covering FY21-

FY23) and the company's quarterly reports from the current year. 

▪ Operating Working Capital 

The primary drivers of OWC and CCC, which encompasses inventories, 

receivables, and payables, were examined comprehensively. The Collection 

Period demonstrated stability from FY21 to FY23 and was thus maintained at 66 

days. In contrast, the Holding Period exhibited a slight increase, rising by two days 

to 70 in FY22, before decreasing to 62 in FY23. To account conservatively for 

potential variability in future periods, a 3-year rolling average was applied. This 

approach was similarly utilized for the Payables Period, yielding averages of 66 

and 93 days, respectively. When compared to SHL and PHC, which maintain 3-

year CCC averages of 122 and 136 days, GEHC’s notably lower CCC of 40 days 

reflects the company’s efficient trade working management and accelerated cash 

conversion, which bolsters liquidity and operational resilience. 

▪ Fixed Assets 

Aligned with GEHC's Q3 2024 earnings call, anticipated growth in PPE and 

intangible assets is expected to follow revenue trends. Consequently, the revenue 

CAGR was applied to both asset categories, with growth tapering towards 2032 to 

Source: Company Data, LSEG, 
Own Analysis 

Figure 59: PPE & Intangibles 
Comparison across Peers 

Source: Company Data, LSEG, 
Own Analysis 

Figure 60: Cash Conversion Cycle 
FY21-23 

Source: Company Data, LSEG, 
Own Analysis 

Figure 61: Operating Working 
Capital Forecast 



reflect a steady-state assumption. Depreciation was calculated based on the 

historical average as a percentage of PPE, while CapEx was derived from the 

difference between EOP PPE, depreciation, and BOP PPE. 

A modest increase in goodwill is anticipated over the years, with growth projected 

in the low single-digit percentage range annually. This increase is expected to 

result from smaller potential future acquisitions, which are likely to generate 

additional goodwill as the company expands. 

Most Deferred Tax Assets are tied to timing differences in revenue recognition, so 

they are expected to grow in line with revenue projections. 

Cost of capital 

▪ Capital structure 

Right now, GEHC is rated “investment-grade” by Moody´s (Baa2) as well as Fitch 

and S&P (both BBB). We expect GEHC to maintain a steady Debt-to-Value (D/V) 

ratio in the range of 9% to 10%, supporting a conservative capital structure that 

ensures maintaining investment-grade ratings in the future. This healthy leverage 

ratio aligns with GEHC’s commitment to financial stability and minimizes the risk 

of rating downgrades, providing flexibility for future capital needs. 

Excess cash flow will be directed primarily toward shareholder returns through 

dividends and share buybacks, underscoring GEHC’s focus on delivering value to 

shareholders. Additionally, surplus capital may be allocated to smaller strategic 

investments aimed at inorganic growth, as well as selective production capacity 

expansions to support core operations and market demand. This balanced 

approach to capital deployment reflects GEHC’s strategy of reinforcing its market 

position while enhancing shareholder returns. 

▪ Cost of debt 

The yield to maturity (YTM) on a firm's long-term bonds is often used as the cost 

of debt in valuation calculations, as it reflects the market's current required return 

on the firm's debt obligations.8 Accordingly, we approximated GEHC’s cost of debt 

going forward using the YTM of the company’s long-term outstanding bonds. This 

approach aligns borrowing costs with the timing of forecasted periods, applying the 

2-year YTM of 4.59% for FY26 and matching subsequent years to corresponding 

maturities through FY32. For the terminal value, we used the 15-year YTM of 

5.16%, operating under the assumption that the bulk of terminal cash flows occur 

in 15 years. The YTM data was retrieved from the LSEG issuer curve feature for 

GEHC. 

 
8 Kumar (2015) 

Source: Company Data, LSEG, 
Own Analysis 

Figure 62: Capital Structure Forecast 

Source: Company Data, LSEG, 
Own Analysis 

Figure 63: Cost of Debt Forecast 



▪ Cost of equity 

To estimate GEHC's cost of equity, we calculated the unlevered beta using a peer-

based approach due to GEHC's limited market history after its spin-off. We 

selected industry peers with sufficient trading data, averaged their two-year betas, 

and unlevered them to reflect industry risk for GEHC. 

To tailor this analysis to GEHC, we re-levered the average unlevered beta annually 

based on GEHC's projected capital structure. For each forecast year, we 

calculated GEHC's forward-looking debt-to-equity (D/E) ratio (based on Book value 

of debt for simplicity reasons and market value of equity) and used it to re-lever the 

beta dynamically (refer to the "WACC Decomposition" table below). This 

methodology ensures that the cost of equity reflects GEHC's anticipated leverage 

profile, capturing year-specific variations in risk. 

For each forecast year, we then applied the annual risk-free rate - derived from 

U.S. zero-coupon Treasury strips with maturities matching the forecast horizon - 

as well as a constant equity risk premium of 5%.9 Using the CAPM formula with 

these inputs, we calculated an individual cost of equity for each forecasted period 

(see Table “WACC Decomposition below).  

Figure 64: Unlevered Equity Beta Approximation for GEHC based on Industry Peers 

Source: Company Data, LSEG, Own Analysis 

▪ WACC 

To determine the WACC for our DCF model, we applied the above-mentioned 

calculated cost of equity and cost of debt for each forecast year, incorporating the 

tax shield effect using a constant statutory tax rate of 21%. This approach allows 

us to account for the after-tax cost of debt accurately, aligning with GEHC´s 

predictable effective tax impact on its capital costs. The resulting WACC values 

fluctuate between 6.71% and 7.16% over the forecast period, capturing slight 

variations driven by changes in the capital structure and risk-free rates. This range 

ensures a precise discount rate for each year, enhancing the reliability of our DCF 

valuation. 

 

 

 

 

 

 

 
9 KPMG (2024) 

Source: Company Data, LSEG, 
Own Analysis 

Figure 65: Value Creation  



Figure 66: WACC Decomposition 

Source: Company Data, LSEG, Own Analysis 

DCF Valuation  

In the DCF analysis, we assessed the unlevered Core Free Cash Flows for FY26-

32 to estimate capital gains by FY25. These cash flows were discounted at the 

individual WACC for each year, resulting in an unlevered Core Enterprise Value of 

cUSD 54 bn. After adjusting for non-core invested capital, we derived a levered 

Enterprise Value of cUSD 49 bn. To determine the share price, we deducted net 

debt which also includes pension obligations, and operating lease liabilities as well 

as outstanding non-controlling interests from FY25. Our approach yielded a share 

price of USD 106,9. 

The MedTech sector, in general, exhibits nominal growth rates slightly above 

nominal GDP growth, reflecting its resilience and expanding demand. However, 

for valuation purposes, we decided to use a terminal growth rate of 3% below 

global GDP growth. This decision aligns with the principle that assuming a 

perpetuity growth rate higher than nominal GDP growth can lead to unrealistic 

valuations. Such assumptions violate economic constraints, as they imply a 

company can grow faster than the entire economy indefinitely, which is 

unsustainable. Additionally, a higher growth rate artificially inflates the terminal 

value in discounted cash flow models, resulting in overestimated valuations and 

potential misrepresentation of the company’s true value. 

Relative Valuation Methods 

To contextualize our valuation within the industry, we decided to perform a CCA 

using publicly listed companies. When selecting the relevant comparables, we 

prioritized companies with closely aligned product and service portfolios. For more 

information on the rationale behind our peer selection, please refer to Appendix. 

Our analysis identifies company size, leverage (Net Debt/EBITDA), near-term 

revenue growth, and short-term EBIT margins as key valuation drivers. To ensure 

comparability, we excluded Chinese competitors due to their significant net cash 

positions, robust growth prospects, and extensive government support, including 

subsidies and below-market financing, which distort market dynamics and create 

liquidity advantages. 

Figure 67: Sensitivity Analysis DCF  

Source: Own Analysis 



After excluding these outliers, we calculated the lower bound, median, and upper 

bound for EV/EBITDA and EV/EBIT multiples using FY25 consensus data and 

internal analyses. GEHC’s target share price of USD 106.9 is slightly below the 

EV/EBITDA upper bound (USD 109.2) and falls between the EV/EBIT median 

(USD 86.9) and upper bound (USD 125.9), reflecting a balanced and realistic 

valuation aligned with positive EBIT margin projections. 

GEHC’s positioning near the upper EV/EBITDA bound reflects its low asset 

intensity and reduced CapEx needs relative to peers. However, we emphasize the 

EV/EBIT multiple as a more accurate measure in this capital-intensive industry. 

GEHC’s lean property, plant, and equipment (PPE) and significant intangible 

assets drive superior EBIT margins, solidifying its competitive edge and justifying 

our valuation. 

Figure 68: Comparable Company Analysis 

Source: Company Data, LSEG, Own Analysis 

 

Final Recommendation 

Our Valuation of GEHC is primarily based on a DCF model, emphasizing the 

company's intrinsic cash flow generation and core business fundamentals. This 

approach offers a robust foundation for deriving the target price, focusing on 

sustainable value driven by GEHC’s operating performance and long-term cash 

flow predictability. The DCF-derived target price of USD 106.9 positions GEHC 

above the median (USD 86.33) within the EV/EBIT valuation range, while 

remaining below the upper bound (USD 125.92). This reflects GEHC’s superior 

growth prospects and operational efficiency, differentiating it from its peers in the 

medical device sector.  

The EV/EBIT multiple, while not directly weighted in the valuation, serves as a 

crucial benchmark, particularly in the medical device sector, where elevated 

depreciation and amortization expenses significantly impact EBIT metrics. GEHC’s 

above-median positioning within this range underscores its strong market 

positioning and operational resilience. 

At a current share price of USD 81.1 (13.12.2024), which represents a four-month 

Figure 2: Target Price  

Source: Own Analysis 



low, the stock presents an attractive entry point, offering an optimal risk-return 

profile. Including anticipated additional shareholder transactions of USD 2.23 per 

share, the projected target price of USD 106.9 implies a potential upside of 34.6% 

by FY25. This valuation highlights GEHC’s robust operational model and 

competitive market position, justifying its substantial growth potential and 

underscoring the timeliness of an investment at current levels. 

 

Downside Risks 

Our analysis of GEHC identifies several downside risks that could impact its 

performance in the coming years if they were to materialize. While GEHC’s current 

R&D expenses have increased compared to its levels within the conglomerate, the 

company’s R&D spending, as a percentage of revenue, remains insufficient to 

sustain a long-term competitive advantage. To address this, GEHC must 

significantly increase its R&D expenditures, aiming to allocate 8% of revenue by 

2032. 

Additionally, ongoing Chinese tariffs, introduced during the Trump administration, 

pose continued challenges. These tariffs have increased manufacturing costs by 

approximately 4%, given GEHC’s reliance on Chinese production. As a result, 

EBIT is expected to decline temporarily, with recovery projected to reach 14% by 

2029, supported by GEHC’s strategic investments in expanding manufacturing 

operations in India. These efforts aim to reduce geographic dependencies by 2029, 

aligning with strategies implemented by peers such as SHL. 

Considering these downside factors, our analysis projects a revised share price of 

USD 83.48, with an additional USD 1.52 from anticipated shareholder transactions. 

This reflects a 4.4% upside potential under our worst-case scenario. 

  

GEHC | Capital Gains

Capital Gains USD

Share price 13.12.2024 81.10

Share price 31.12.2025 106.94

Transactions with shareholders 2.23

Total Gains 34.6%

Source: Company Data, LSEG, Own 
Analysis 

Figure 69: Capital Gains in FY25  

Source: Own Analysis 

Figure 70: Sensitivity Analysis and 
Capital Gains (Downside Scenario) 
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GEHC | Peer Selection Rationale

Refinitiv Headquarter LTM Net Debt / YoY (FY25-26) EBIT (%)

Company Name Ticker Country Rationale Market Cap (mUSD) EBITDA Revenue growth FY25e

GE Healthcare GEHC.O USA

Leading global health technology company 

specializing in medical imaging, ultrasound, patient 

monitoring, and pharmaceutical diagnostics. 

Established as a standalone entity in 2023, it 

serves healthcare providers w orldw ide w ith 

innovative solutions and advanced medical 

technologies.

35,168 1.5x 8.3% 14.0%

Siemens Healthineers SHLG.DE Germany

A close competitor w ith a strong portfolio in 

diagnostic imaging, molecular imaging, and digital 

healthcare solutions. Its innovation in precision 

medicine and enterprise services mirrors GEHC’s 

efforts in advancing imaging and digital health.

67,644 3.4x 6.2% 12.6%

Koninklijke Philips N.v. PHG.AS Netherlands

A health technology leader w ith capabilities in 

diagnostic imaging, connected care, and precision 

medicine. Philips’ expertise in delivering integrated 

healthcare solutions positions it as a comparable 

peer to GEHC.

21,146 1.7x 4.3% 12.4%

Draegerw erk AG & Co KGaA DRWG.DE Germany

A strong player in medical and safety technologies, 

specializing in equipment such as ventilators, 

anesthesia machines, and patient monitoring 

systems. Its portfolio complements GEHC’s focus 

on critical care and patient monitoring.

993 0.4x 2.1% 5.9%

Fujif ilm Holdings Corp 4901.T Japan

A leader in imaging and medical IT solutions, w ith a 

robust portfolio in diagnostic imaging systems. Its 

strengths in healthcare technologies align closely 

w ith GEHC's efforts in precision imaging and digital 

healthcare.

27,704 0.5x 4.6% 9.4%

Canon Inc 7751.T Japan

Renow ned for innovations in imaging and optical 

technology, this company has a signif icant 

presence in medical imaging, including X-ray and 

ophthalmology solutions, positioning it as a 

competitive peer in imaging advancements.

34,228 -0.1x 1.6% 9.2%

Shenzhen Mindray Bio-Medical Electronics Co Ltd300760.SZ China

An emerging competitor offering a broad range of 

medical technologies, including patient monitoring, 

in-vitro diagnostics, and imaging systems, similar to 

GEHC’s focus on connected care and diagnostic 

solutions.

49,640 -1.5x 17.7% 33.9%

Baxter International Inc BAX USA

A specialized provider in renal care, infusion 

therapy, and parenteral nutrition, w ith advanced 

surgical products that complement GEHC’s 

solutions.

19,578 4.5x 6.8% 10.5%

Hologic Inc HOLX.O USA

A focused innovator in w omen's health, know n for 

advancements in mammography, diagnostic 

imaging, and surgical systems. Its Portfolio  closely 

aligns w ith GEHC’s imaging expertise.

18,772 0.1x 5.9% 24.1%

Shanghai United Imaging Healthcare Co Ltd688271.SS China

A grow ing leader in imaging and radiotherapy, 

offering cutting-edge technologies for CT, MRI, and 

PET/CT systems that align w ith GEHC’s efforts in 

advanced diagnostic imaging.

15,909 -5.7x 21.5% 17.5%

Masimo Corp MASI.O USA

A leader in noninvasive monitoring solutions, 

specializing in pulse oximetry and advanced 

hemodynamic monitoring technologies, mirroring 

GEHC’s focus on patient monitoring and connected 

care.

6,191 2.8x 2.8% 8.0%
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This report was prepared by Maximilian Krull and Luca Brablec, Master in Finance students of Nova School of 

Business and Economics (“Nova SBE”), within the context of the Field Lab – Equity Research. 

This report is issued and published exclusively for academic purposes, namely for academic evaluation and 

master graduation purposes, within the context of said Field Lab – Equity Research. It is not to be construed 

as an offer or a solicitation of an offer to buy or sell any security or financial instrument. 

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised 

the valuation methodology and the financial model. 

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE 

understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons 

and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty 

and the author of this report have not sought or obtained registration with or certification as financial analyst by 

any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic 

supervisor is registered with or qualified under COMISSÃO DO MERCADO DE VALORES MOBILIÁRIOS (“CMVM”, the 

Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this 

report was required and/or obtained from any local authority, given the exclusive academic nature of the report. 

The additional disclaimers also apply: 

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author 

of this report are to be qualified as an investment adviser and, thus, registration with the Securities and 

Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary. 

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports. 

Germany: Pursuant to §34c of the WPHC (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act), 

this entity is not required to register with or otherwise notify the Bundesanstalt für Finanzdienstleistungsaufsicht 

(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-

owned state university and there is no relation between the student’s equity reports and any fund raising 

programme. 



UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be 

a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior 

authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic 

purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and 

exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions 

expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty 

have no single and formal position in relation to the most appropriate valuation method, estimates or projections 

used in the report and may not be held liable by the author’s choice of the latter. 

The information contained in this report was compiled by students from public sources believed to be reliable, 

but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept 

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content. 

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering 

and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova 

SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may 

change without further notice. 

The target company or security of this report may be simultaneously covered by more than one student. 

Because each student is free to choose the valuation method, and make his/her own assumptions and 

estimates, the resulting projections, price target and recommendations may differ widely, even when referring 

to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to 

significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as 

the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report. 

Any recipient of this report should understand that statements regarding future prospects and performance are, 

by nature, subjective, and may be fallible. 

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the 

target company and/or security, namely the possible exchange rate risk resulting from the security being 

denominated in a currency either than the investor’s currency, among many other risks. 

The purpose of publishing this report is merely academic and it is not intended for distribution among private 

investors. The information and opinions expressed in this report are not intended to be available to any person 

other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report, 

students did not have in consideration the specific investment objectives, financial situation or particular needs 

of any specific person. Investors should seek financial advice regarding the appropriateness of investing in any 

security, namely in the security covered by this report. 

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion 

about the target company and its securities. He/ She has not received or been promised any direct or indirect 

compensation for expressing the opinions or recommendation included in this report. 

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship 

(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the 

covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials 



(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior 

to its publication.”]  

The content of each report has been shown or made public to restricted parties prior to its publication in Nova 

SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty 

members for students’ academic evaluation. 

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies, 

through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE may 

have received compensation from the target company during the last 12 months, related to its fundraising 

programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no 

compensation eventually received by Nova SBE is in any way related to or dependent on the opinions 

expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any 

investment or intermediation services to market counterparties, private or intermediate customers. 

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous 

consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may 

decide to suspend this report reproduction or distribution without further notice. Neither this document nor any 

copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or 

to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese 

citizens is therefore prohibited and unlawful. 

 

 


