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Intuitive Surgical (ISRG) 
Sept 12th, 2019

Moat Category 

Reinvestment Moat
Fair Value Estimate 

-
Price  

$502.30
Enterprise Value 

$54.7bn

Moat Type 

Intangible Assets - Patents 
Switching Costs - Integration

Economic Moat 

Wide
Stewardship Rating 

Exemplary
Market Cap 

$57.9bn

What does it do: “Intuitive Surgical develops, 

produces, and markets a robotic system for assisting 

minimally invasive surgery. It also provides the 

instrumentation, disposable accessories, and 

warranty services for the system. The company has 

placed nearly 5,000 da Vinci systems in hospitals 

worldwide, with 3,200 installations in the United 

States and a growing number in emerging 

markets.” (Source: Morningstar) 

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018 Notes

Revenue $1,052m $3,724m CAGR of 15%

EBIT $377m $1,199m CAGR of 14%

Gross margin 71% 70%

EBIT margin 36% 32%

Net margin 22% 30%

Basic shares out 115m 114m

Assets $1,810m $7,847

Equity $1,537 $6,679 Company is debt free.

Intangible+Goodwill $167m $502m

ROIC (EVA) 64% 65%

EVA Spread 56% 57%

Past 10-year performance metrics

Industry observations

Source: www.ibisworld.com

http://www.ibisworld.com
http://www.ibisworld.com
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Wide Moat Checklists

Competitive 
Strengths

Does 
ISRG 

have it?
Evidence

Product or service is 
needed or desired 
(and will continue to 
do so)

.

Robotic surgery equipment is desired by hospital and patients both, and the 
trend is likely to rise.

Product is perceived 
by its customers to 
have no close 
substitute

.

In 2000, the FDA approved Intuitive Surgical’s da Vinci surgical system. It was 
the first of its kind, and continues to be a monopoly with the help of patents. 
This is likely to change, as competitors inch closer to launching their own 
cheaper substitutes. 

Product is not subject 
to price regulation .

The industry is heavily regulated, but not in regards with price.

Strong barriers to 
entry

.

IBIS ranks barriers to entry as High. Potential entrants have a number of 
deterrents that could incite them to not enter the market. Regulatory hurdles, 
patent protection for incumbents, significant R&D costs, cost of insurance 
against product liability, access to a highly skilled labor force, and lastly, 
competing against a giant player like Intuitive Surgical that controls 38% of 
market share. ISRG’s patents and growing instrumentation base is a sizable 
barrier, but the biggest challenge for an entrant is to compete with Intuitive’s 
ever-growing clinical database.

Loyal customers

.

ISRG has installed roughly 5,000 da Vinci systems and is expanding. It is a 
premium priced product, and it can afford to do this because of the firm’s 
monopoly status in its niche. Yet, more hospitals are installing da Vinci systems 
because of how effective and efficient they are. Demand from patients is rising 
due to less blood loss and less pain. 
Switching Costs become exorbitant for hospitals that adopt da Vinci systems, 
so installed systems should provide a relatively dependable stream of revenue.

Low risk of 
technological 
obsolescence .

The pace of technological change is high for the industry. Improvements in 3D 
imaging and Tele-medicine are two areas where players have to focus in order 
to stay competitive.

Abundant growth 
possibilities

.

The industry is in the growth phase of its life cycle. In the future, robotic 
equipment manufacturers will invest in R&D to achieve superior visualization, 
enhanced dexterity, greater precision and ergonomic comfort, all with the aim 
of being as cost effective as possible for hospitals. This paints an exciting 
picture of strong growth for the market. It is likely that Intuitive will be at the 
forefront of these developments.

Limited capital 
requirements .

IBIS ranks capital intensity as Moderate. The largest expense for firms in the 
industry is labor. A highly skilled workforce is critical for developments in R&D. 
EVA charts above highlight ISRG’s limited capital requirements.

Significant and 
growing free cash 
flows (and EVAs) .

Given the growth potential for the industry, along with Intuitive’s wide moat 
around its business, it is likely that the firm will continue being one of the 
largest players in the market, growing EVA year after year.


