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We invest in values. The stability, sustainability 
and intrinsic value of a company are the key  
criteria for our stock selection process. We do 
not speculate on short-term price fluctuations. 
We invest in companies that trade at a significant 
discount to their “fair” value. 
 

Abbott Laboratories – a diversified healthcare 
group with ‘Dividend Aristocrat’ status 
 
Abbott is one of the companies that have 
demonstrated stability over decades. The group 
operates in more than 160 countries, holding 
leading positions in diagnostics, medical technol-
ogy, nutrition and branded generics. This breadth 
has a practical benefit: periods of weakness in in-
dividual divisions are regularly offset by other ar-
eas, a fact that has been demonstrated across 
economic cycles, pandemics and interest rate 
shifts. Medical products are in demand regardless 
of how the economy is performing. The business 
is defensive yet still growing. 
 
The key growth driver is medical technology, led 
by the diabetes business. With FreeStyle Libre, 
Abbott owns one of the strongest product fran-
chises in the industry: in the fourth quarter of 
2025 alone, glucose monitoring devices gener-
ated US$2.0 billion in revenue, an increase of 15 
per cent. Once customers have become accus-
tomed to a sensor system, they rarely switch, so 
customer loyalty is correspondingly high. In 
March 2026, Abbott completed the US$21 bil-
lion acquisition of Exact Sciences, securing a lead-
ing position in cancer screening. 
 
Operations are running smoothly. In 2025, mar-
gins improved and earnings per share grew at 
double-digit rates. The adjusted operating margin 
stood at around 23.5 per cent. Whilst revenue 
grew by around 5 per cent, adjusted earnings per 
share rose by around 21 per cent, driven by 

improved margins, cost discipline and a more fa-
vourable product mix. 
 
The continuity is particularly evident in the divi-
dend: Abbott has increased it for 54 consecutive 
years, making it one of the S&P 500 Dividend 
Aristocrats. Over the past ten years, the dividend 
has grown by an average of 10% per year; the 
payout ratio stands at a comfortable 64% and is 
well covered by cash flow. 
 
Currently, the Exact Sciences acquisition is signif-
icantly distorting the GAAP figures through 
write-downs and interest expense, and the mar-
ket has reacted accordingly: Abbott is down by 
around 14% so far this year, whilst the S&P 500 
has gained almost 10%, even though adjusted 
earnings have exceeded expectations for the fifth 
consecutive time. The forward P/E ratio of 19 is 
well below its historical level, whilst the dividend 
yield of 2.4 per cent is unusually high for Abbott. 
It is accounting manoeuvres that are being penal-
ised here, not the company’s operational perfor-
mance. Defensive stability, growth in diabetes 
and cancer diagnostics, and a dividend history 
spanning over fifty years are met with a price that 
undervalues the company’s intrinsic worth. 

 
Yours sincerely 
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