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Disclosures

The views of Mayur Thaker, CFA are not necessarily the views of Zacks Investment Research. Past 
performance is no guarantee of future results. Inherent in any investment is the potential for loss. This 
material is being provided for informational purposes only and nothing herein constitutes investment, 
legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No recommendation or 
advice is being given as to whether any investment is suitable for a particular investor. It should not be 
assumed that any investments in securities, companies, sectors or markets identified and described were or 
will be profitable. All information is current as of the date herein and is subject to change without notice. Any 
views or opinions expressed may not reflect those of the firm as a whole. Zacks Investment Research is not a 
licensed securities dealer, broker or US investment adviser or investment bank. The S&P 500 is an unmanaged 
index.
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Core Business Continues to Fetch Attractive Returns on Invested Capital
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Summary of Legal Troubles for 3M:

1. Public Water Systems (PWS):  State of California sued the company for its usage of PFAS – also known as 
‘forever chemicals’ – which are used in products such as fire retardants and even nonstick cookware. The 
plaintiffs alleged these chemicals have spilled into the environment and also caused damaged health with 
links to cancer for “98% of California’s approximately 39 million people”. 3M agreed to pay nearly $12 
billion in damages to settle this lawsuit.

2. Combat Arms Earplug (CAE): class action lawsuit from several thousands of US military servicemen and 
women alleging the company’s earplugs were defective and lead to hearing loss from loud sounds such as 
gunfire while deployed in combat or in training. 3M agreed to pay $6 billion to settle these lawsuits.

Majority of these settlements will be paid over 13 years (2023-2036), i.e. not all up front. This is expected to 
support the company’s liquidity position.



Plans to spin off Healthcare segment, but will retain 20% ownership of 
the new entity. Spinoff is expected to unlock value by receiving a 
higher multiple than what investors currently assign the company.

Spinoff expected to generate a $7 billion one-time dividend, which will 
bolster the balance sheet.

Laying off 6000 employees worldwide, supply chain simplification, 
prioritize high growth markets, cost-cutting measures. Company 
reiterated net impact of this restructuring should be accretive to 
operating income by $700-900 million in 2024.
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On January 22, 2024, Fitch Ratings assigned 3M “A-” Rating with 
Outlook Stable based on expectations of:

$6.5 billion EBITDA
Mid-20% EBITDA margins
$4 billion free cash flow before settlement payments and dividends
$7 billion one-time dividend from new healthcare spinoff Solventum, 
and $3.5-5 billion additional proceeds from the sale, which will be 
instrumental in shoring up the balance sheet

Overall expects the company to sustain & move past the $19 billion 
total hit from the two lawsuits
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Primary Conclusions
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þ Stable forward core business organic growth
þ Stable adjusted margins
þ High quality earnings with 95%-105% free cash flow conversion
þ Deep value multiple @ 10x forward P/E
þ 6.5% dividend yield which is supportable by core FCF
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2/21/24 14

Topline Stabilization & Recovery



Adj Net Margin Stabilization & Recovery
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Core Business Provides Ample Funding for Dividend
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Balance Sheet Really Isn’t Atrocious—and on Track to Heal

2/21/24 Source: Zacks Professional Services, www.zackspro.com 17



2/21/24 Source: Zacks Professional Services, www.zackspro.com 18



Shares now trade at the lowest multiple to ‘normalized’ EPS in decades
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Forward P/E Is Now Lowest in Modern History
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The combination of a world-class consumer brand, recession-
resilience, strong core business, and deep value multiple is setting up 
for a tremendous opportunity to achieve outsized returns over the 
next 3-5 years. 
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Price Target: $200 by 12/2028
16% IRR, plus 6.5% annual dividend

Only three things need to happen:

1. Company settles & moves past these two controversies.
2. Organic growth returns to the 3% range per annum
3. Operating margin stabilizes around 20%

I believe its likely 3M achieves these modest targets.
For a business like 3M, #2 and #3 are likely. Biggest question remains on #1.
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Thank You for Attending!

Mayur M Thaker, CFA
Analyst, Senior Relationship Manager
Zacks Professional Services
Support: 866.794.6065 | ZRS@Zacks.com

Twitter: @freshjiva
linkedin.com/in/mayur-m-thaker-cfa-86234235/

mailto:ZRS@Zacks.com


Questions?
Any questions or requests for the PowerPoint used in this 
presentation can be addressed to the below.

Email:
ZRS Clients: ZRS@Zacks.com
Advisor Tools Clients: ZAT@Zacks.com
Phone: (866) 794-6065

Linkedin.com/company/Zacks-Professional-Services
Twitter: @ZATools

• Research System:   ZRS.com
• Advisor Tools: AdvisorTools.zacks.com
• Quant Services:   QuantLab.zacks.com
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