
April 27, 2025. Version: 2.1

Teledyne Technologies Incorporated (TDY)

Analyst Report: Teledyne Technologies Incorporated (TDY)

Industries: Industrial, Miscellaneous Industrial

Teledyne Technologies presents a complex investment case, with strong underlying free cash flow generation and
analyst optimism contrasting with recent stock underperformance relative to broader indices, suggesting a potential
valuation disconnect contingent on strategic execution.

Forward Valuations Bullish Bearish

Implied Option Valuation $523.00 - $530.00 $369.00 - $376.00

Sum of the Parts N/A N/A

Relative Multiples $488.00 - $491.00 $418.00 - $427.00

Discounted Cash Flow $450.00 - $600.00 $200.00 - $260.00

SUMMARY DATA (ANNUAL)

52-Week High (USD) 522.50

52-Week Low (USD) 375.94

Shares (M) 47

EPS (USD) 17.43

Dividend (USD) 0

Revenue (USDm) 5,670

Cost of Revenue (USDm) 3,235

Gross Profit (USDm) 2,435

EBIT (USDm) 994

OUTLOOK

Over the next two quarters, investor sentiment
for Teledyne Technologies will likely be
influenced by the company's earnings reports,
particularly the Q1 2025 results expected later
this month. Analysts anticipate notable
earnings growth, and the actual results
relative to these expectations will be a key
catalyst. Additionally, updates on the progress
and expected closing timeline of the Excelitas
acquisition will be crucial, providing clarity on
the company's near-term strategic direction
and integration plans.
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1. Executive Summary
Teledyne Technologies' recent financial performance, marked by robust free cash flow generation in 2024 despite a
slowdown in revenue growth, appears somewhat disconnected from its stock's underperformance relative to the
S&P; 500 over the past year. While financials show underlying strength in cash conversion, the stock has lagged
broader market indices.

Media coverage and analyst sentiment present a mixed picture. Headlines note the stock's underperformance but
are often accompanied by analyst optimism and bullish ratings, particularly regarding future earnings prospects and
strategic actions like acquisitions. This suggests that while recent price action may reflect broader market dynamics
or specific short-term concerns, the fundamental view among analysts remains positive, indicating a potential
disconnect between current sentiment and underlying fundamentals.

The bull case is predicated on the successful integration of acquired businesses driving margin expansion and
accelerated earnings growth, coupled with organic growth opportunities in technology-intensive segments benefiting
from secular trends. Strong free cash flow generation provides financial flexibility to pursue further strategic
initiatives or return capital to shareholders, potentially leading to a re-rating of the stock multiple as performance
improves.

The bear case highlights risks associated with acquisition integration, potential exposure to cyclical downturns in
industrial markets, and vulnerability to defense spending fluctuations. Persistent cost pressures and limitations on
pricing power could erode margins, while failure to execute on strategic initiatives could damage investor confidence
and lead to a contraction in valuation multiples.

Overall, Teledyne Technologies appears to present a valuation disconnect relative to fundamentals, contingent on
successful strategic execution.

2. Business Description
Teledyne Technologies Incorporated is a diversified technology company providing a broad range of
instrumentation, digital imaging, aerospace and defense electronics, and engineered systems. The company's
operational structure is segmented to address distinct end markets, allowing for specialized product development
and customer focus within each area. This diversification across multiple technology-intensive sectors aims to
mitigate cyclicality risks inherent in any single market and leverage core competencies in sensing, processing, and
communicating data.

The instrumentation segment typically serves industrial, environmental, and medical markets with products like test
and measurement equipment and monitoring systems. Digital imaging provides sensors, cameras, and software for
various applications, including industrial inspection, aerospace, defense, and medical imaging. Aerospace and
defense electronics supplies components and subsystems for aircraft, satellites, and other defense platforms.
Engineered systems focuses on complex systems for government and industrial customers, often involving harsh
environments or specialized requirements.

The strategic logic appears centered on acquiring and integrating businesses with complementary technologies and
market positions, particularly those with strong intellectual property and recurring revenue streams or embedded
product opportunities. This approach allows Teledyne to expand its technological breadth and market reach.
However, this strategy also introduces integration risks and dependency on successful M&A; execution. Structural
risks include exposure to government budget cycles in defense, industrial demand fluctuations, and the challenge of
managing diverse business units with potentially different margin profiles and growth trajectories.
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3. Financial Analysis
Teledyne Technologies has demonstrated a pattern of revenue growth over the past decade, increasing from USD
2.298 billion in 2015 to USD 5.670 billion in 2024. This expansion has been particularly notable since 2021,
following significant strategic actions. Gross profit has largely tracked revenue growth, rising from USD 0.870 billion
in 2015 to USD 2.435 billion in 2024, indicating a relatively stable cost of goods sold structure over the long term.

Operating margins have shown variability but generally reflect a profitable business model. Operating income grew
from USD 0.282 billion in 2015 to USD 0.989 billion in 2024. Gross margins have remained relatively consistent,
hovering around 40-43% over the past several years. Operating margins, while fluctuating, have often been in the
high teens, reaching approximately 17.4% in 2024. Net income has followed a similar upward trajectory, albeit with
some year-to-year fluctuations influenced by factors like interest expense and tax rates, increasing from USD 0.196
billion in 2015 to USD 0.819 billion in 2024.

Capital allocation has included significant investment in property, plant, and equipment, with annual capital
expenditures ranging from USD 47 million in 2015 to USD 114.9 million in 2023 and USD 83.7 million in 2024. Free
cash flow generation has been robust, showing a strong upward trend from USD 163.2 million in 2015 to USD 1.108
billion in 2024, indicating solid cash conversion from operations. The company has also utilized debt, with total debt
peaking around USD 4.1 billion in 2022 following acquisitions, before decreasing to USD 2.649 billion by the end of
2024. The balance sheet shows a significant portion of assets in goodwill and intangibles, reflecting the
acquisition-driven growth strategy. Working capital management, as seen in changes in receivables and inventory,
can impact short-term cash flows, though the overall trend in operating cash flow has been positive.
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BALANCE SHEET, LAST 10 YEARS

2024 2023 2023 2022 2021 2019 2018 2017 2017 2016

Total Assets (USDm) 14,200 14,528 14,354 14,430 5,085 4,580 3,809 3,846 2,774 2,717

Total Debt (USDm) 2,649 3,245 3,921 4,099 778 851 748 1,073 618 781

Shares (M) 47 47.10 46.80 43.20 36.70 36.30 35.80 35.20 34.60 35.30

EPS (USD) 17.43 18.80 16.85 10.31 10.95 11.08 9.32 6.45 5.52 5.55

Dividend (USD) 0 0 0 0 0 0 0 0 0 0

Revenue (USDm) 5,670 5,636 5,459 4,614 3,086 3,164 2,902 2,604 2,150 2,298

Cost of Revenue (USDm) 3,235 3,196 3,128 2,773 1,905 1,920 1,791 1,624 1,330 1,428

Gross Profit (USDm) 2,435 2,439 2,330 1,841 1,181 1,243 1,111 980 820 870

EBIT (USDm) 994 1,035 997 625 485 495 419 320 264 282
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BALANCE SHEET, LAST 10 QUARTERS

2024 Q4 2024 Q3 2024 Q2 2024 Q1 2023 Q4 2023 Q4 2023 Q3 2023 Q2 2023 Q1 2022 Q4

Total Assets (USDm) 14,200 14,531 14,221 14,639 14,528 14,216 14,156 14,429 14,354 13,826

Total Debt (USDm) 2,649 2,798 2,797 3,246 3,245 3,244 3,353 3,820 3,921 4,053

Shares (M) 46.70 46.70 47.20 47.30 47.40 47.10 47 46.90 46.80 46.80

EPS (USD) 4.25 5.61 3.82 3.77 6.83 4.22 3.94 3.81 4.84 3.81

Dividend (USD) 0 0 0 0 0 0 0 0 0 0

Revenue (USDm) 1,502 1,444 1,374 1,350 1,425 1,402 1,425 1,383 1,418 1,364

Cost of Revenue (USDm) 860 824 782 770 802 797 806 791 801 786

Gross Profit (USDm) 643 620 593 580 623 605 618 593 617 578

EBIT (USDm) 239 271 247 238 269 264 257 245 274 253
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4. Stock Technical Analysis

Teledyne Technologies Incorporated’s stock performance over the last twelve months has shown considerable
volatility within a defined range. The share price traded between a low of USD 375.94 and a high of USD 522.50
during this period. Following the low point, the stock entered a period of upward momentum, reaching its peak in
early 2025.

Price action in the latter half of the trailing twelve months saw the stock consolidate after reaching its high, trading
within a tighter range compared to the broader 52-week span. There were notable price shifts around specific dates,
suggesting reactions to company-specific news or broader market movements. For instance, the stock reached its
peak in late January 2025, coinciding with a period leading up to quarterly earnings reports, which analysts
anticipated would show growth.

Volume data, where visible, indicates periods of increased trading activity coinciding with significant price moves or
range breakouts, suggesting conviction behind those movements. While the stock underperformed the S&P; 500
over the past year according to some reports, its ability to reach new highs within the trailing twelve months
demonstrates underlying strength and investor interest, particularly when positive analyst sentiment or acquisition
news emerged.
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5. Industry Analysis
Teledyne Technologies operates across several distinct, yet often interconnected, technology-intensive industries.
These include segments serving the aerospace and defense sector, industrial markets, environmental monitoring,
and medical imaging. Each of these sub-sectors possesses unique growth drivers and faces specific regulatory and
macroeconomic pressures.

The aerospace and defense segment is influenced by government spending cycles, geopolitical stability, and
technological advancements in areas like unmanned systems and electronic warfare. The industrial and
environmental markets are more sensitive to global economic growth, manufacturing activity, and environmental
regulations driving demand for monitoring and testing equipment. Medical imaging is driven by healthcare spending
trends, technological innovation in diagnostic equipment, and an aging global population requiring advanced
medical procedures.

The competitive landscape varies significantly by segment, ranging from large diversified conglomerates to
specialized niche players. Teledyne's strategy of acquiring specialized businesses positions it to compete by
offering differentiated technologies and solutions. While specific peer financial data is not available, the company's
broad portfolio suggests it competes on technological capability, product performance, and customer relationships
across its diverse end markets. Regulatory pressures, particularly in defense and environmental sectors, can impact
product development and market access, while global supply chain issues and inflationary pressures on raw
materials and labor costs represent ongoing macroeconomic challenges affecting profitability.
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6. Current Media Coverage & Stories
Recent media coverage surrounding Teledyne Technologies Incorporated has primarily focused on analyst
sentiment, stock performance relative to benchmarks, and strategic acquisitions. A recurring theme is the
divergence between the company's stock performance, which has underperformed the S&P; 500 over the past year
according to some reports, and the generally optimistic outlook held by Wall Street analysts.

Several headlines highlight analyst ratings and expectations, with experts expressing bullish views despite the
relative underperformance. This suggests that the analyst community may be looking beyond recent stock trends
and focusing on the company's underlying fundamentals and future prospects, such as anticipated earnings growth
in upcoming quarters. The discussion around analyst rankings, such as the comparison with Howmet Aerospace,
indicates that market participants are evaluating Teledyne's position within its peer group and the broader market.

Strategic activities, specifically acquisitions and new product announcements, also feature in the coverage. The
agreement to acquire aerospace and defense electronics businesses from Excelitas Technologies for USD 710
million signals continued inorganic growth efforts. Product news, such as the unveiling of a non-ITAR airborne
imaging system and a new portable robot from Teledyne FLIR Defense, points to ongoing innovation and focus on
specific market needs within its segments. These announcements, alongside the acquisition news, contribute to a
narrative of strategic execution and technological advancement, which likely underpins the positive analyst
sentiment despite recent stock underperformance.
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7. Drivers & Challenges
Over the next 6 to 36 months, Teledyne Technologies' performance will likely be shaped by a combination of
company-specific execution and broader market dynamics. A key opportunity lies in the successful integration and
realization of synergies from recent and planned acquisitions, such as the aerospace and defense electronics
businesses from Excelitas. Effective integration could drive margin expansion and revenue growth beyond organic
rates, potentially leading to a re-rating of the stock multiple.

Further opportunities exist within its core technology segments. Continued innovation in digital imaging and sensing
technologies could capture growth in emerging applications like automation, advanced diagnostics, and enhanced
surveillance systems. Strength in defense electronics could benefit from ongoing global defense spending,
particularly in areas related to electronic warfare and reconnaissance, leveraging Teledyne FLIR's capabilities.

Conversely, several risks could pressure performance. A slowdown in global industrial demand or cuts in
government defense budgets could negatively impact revenue growth in key segments. Execution risk related to
integrating acquired businesses, including potential delays or failure to achieve expected cost or revenue synergies,
could weigh on profitability and investor confidence. Furthermore, supply chain disruptions or persistent inflationary
pressures could compress margins if the company is unable to fully pass on increased costs to customers,
particularly in fixed-price government contracts.
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8. Bull Case
A compelling bull case for Teledyne Technologies centers on the successful execution of its acquisition-led growth
strategy and the leverage inherent in its technology-focused business model. The integration of recent acquisitions,
including the planned Excelitas deal, could unlock significant cost synergies and expand market reach, driving
accelerated earnings growth that is not fully reflected in the current valuation.

Operating leverage within its high-margin segments, such as digital imaging and instrumentation, could lead to
margin expansion as revenue grows, further boosting profitability. Continued investment in research and
development, particularly in areas like advanced sensors and imaging, positions the company to capitalize on
secular growth trends in automation, defense modernization, and healthcare technology, providing a pipeline of
future revenue drivers.

From a valuation perspective, a sustained period of strong financial performance, driven by successful integration
and organic growth acceleration, could lead to a re-rating of the stock multiple. As the market gains confidence in
the company's ability to execute its strategy and generate robust free cash flow, the multiple applied to its earnings
or cash flow could expand, pushing the share price towards the higher end of valuation ranges suggested by DCF
and multiples analysis.
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9. Bear Case
The bear case for Teledyne Technologies highlights potential pitfalls in its acquisition strategy and vulnerability to
macroeconomic and sector-specific headwinds. A primary concern is the risk of integration challenges with acquired
businesses, which could result in delayed synergy realization, higher-than-expected costs, or even impairment
charges, negatively impacting profitability and return on invested capital.

Exposure to cyclical industrial markets and potentially volatile government defense spending introduces revenue
risk. A downturn in global manufacturing or unexpected defense budget cuts could lead to order cancellations,
slower sales growth, and underutilization of capacity, putting pressure on margins. The company's significant
goodwill and intangible assets on the balance sheet also represent a risk if the performance of acquired businesses
deteriorates.

Financially, while debt has decreased recently, a reliance on debt for future acquisitions could increase financial
risk, particularly in a rising interest rate environment. Persistent inflationary pressures on input costs, coupled with
potential limitations on pricing power in competitive markets or long-term contracts, could lead to sustained margin
compression. These factors, if they materialize, could dampen earnings growth, reduce free cash flow generation,
and lead to a contraction in valuation multiples, driving the stock price towards the lower end of valuation ranges.
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10. Forward Valuation
Valuation analysis for Teledyne Technologies Incorporated presents a range of potential outcomes depending on
the assumptions applied to future performance and market conditions. The Discounted Cash Flow (DCF) model,
which projects future free cash flows and discounts them back to the present, suggests a wide spectrum of intrinsic
value.

Under a bullish DCF scenario, assuming sustained growth in operating cash flow driven by successful strategy
execution and favorable market conditions, coupled with a lower discount rate reflecting reduced risk, the model
yields price targets significantly above the current trading range. Conversely, a bearish DCF scenario, incorporating
slower or negative cash flow growth due to market headwinds or integration issues, and a higher discount rate,
results in price estimates substantially below recent trading levels, highlighting the sensitivity of this model to growth
and discount rate assumptions.

Relative multiples analysis, based on applying historical and peer-derived valuation ratios to Teledyne's current or
projected earnings and EBIT, provides a more constrained view. Using recent historical multiples, this method
suggests a narrower trading band. The bullish multiples scenario applies slightly higher multiples reflecting optimism
about future growth and profitability, while the bearish scenario uses lower multiples indicative of potential
slowdowns or increased risk perception. The Sum-of-the-Parts (SOTP) valuation could offer insights into the value
of individual business segments, but without segment-specific financial data, this method cannot be reliably applied.

Finally, the Implied Volatility-Adjusted Price Band, derived from the stock's trading range over the past twelve
months, provides a perspective based on historical price action and market sentiment. The bullish end of this band
extends slightly above the 52-week high, suggesting potential upside momentum if positive sentiment prevails. The
bearish end falls below the 52-week low, indicating the potential downside if negative factors dominate, reflecting
the historical price volatility and observed trading range.


