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Using publicly available information, this dissertation assesses whether Dexcom’s market 

favourable industry conditions and a strong competitive position, Dexcom’s current valuation 
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1 Introduction

“Dexcom” “the company”) has emerged as a leading 

the U.S. market, complemented by expanded international operations. The company’s shares 

Dexcom’s investment profile is characterized by high

This thesis seeks to address the following research questions: (i) What is Dexcom’s fair 

recommendation. Overall, the analysis indicates that Dexcom’s current market valuation 
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2 Business Strategy Analysis

2.1 Diabetes Care Devices Industry

2.1.1 Overview

Figure 1: Revenues by Country (in US$ millions)
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Figure 2: Brand Shares in 2023

2.1.2 Key Trends
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Figure 3: Number of Diabetes Patients

2.1.3 Outlook and Key Drivers
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Figure 4: Top 7 Global Medical Device Markets by Forecasted Revenues in 2030

 Medications that activate the Glucagon-Like Peptide-1 receptor, causing reduced blood sugar, appetite, and 
energy intake. Originally manufactured for treatment of Type 2 diabetes, some of these medications have been 
approved for weight loss in obesity.
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2.1.4 Key Players

–

2.1.5 External Analysis

Porter’s Five Forces
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PESTEL Analysis

confirms the takeaways from the Porter’s Five Forces Analysis. 
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2.2 DexCom, Inc.

2.2.1 Business Model Overview
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2.2.2 Product Lines

Core CGM Systems

the company’s main revenue drivers

day sensor life and established Dexcom’s 

through Dexcom’s digital platforms, Clarity and Share, enabling real

 Blood test that provides information about a person’s average levels of blood glucose over the prior three months;
 Time a person’s blood glucose levels stay within a target range.
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–

for a detailed view of the products’ features

Complementary Software & Connectivity

on the patient’s 

and then to apps on the mobile devices of up to ten designated recipients, or ‘followers’, who 

can remotely monitor a patient’s glucose informat

. Dexcom Clarity is the company’s cloud

Adjacent Products

of Dexcom’s CGM systems, designed to expand accessibility to a wider population of people 

supporting the company’s strategy to drive adoption across broader geographic and 

Stelo, announced in 2024, represented Dexcom’s entry into the consumer and prediabetes 

se, expanding Dexcom’s addressable market 
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2.2.3 Customers

2.2.4 Geographies

Figure 5: Revenues by Geography

In 2020, 100% of Dexcom’s total assets were U.S.
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2.2.5 Corporate Structure

This structure reflects Dexcom’s preference for centralized governance and direct oversight 

Dexcom’s equity is held by major institutional investors, with Vanguard Group Inc. 

2.2.6 Leadership

Dexcom’s Board of Directors consists of nine members, including three women, while the 

2.2.7 Strategy
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2.2.8 Commercial Operations

2.2.9 Competition

Medtronic plc’s Diabetes Group

2.2.10 Intellectual Property

The company’s patent portfolio includes numerous issued and pending patent applications 

in the United States and other parts of the world. The company’s issued patents as of December 
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around parts of the world. ‘Dexcom’, ‘Dexcom Clarity’, ‘Dexcom One’, and other trademarks 

are the company’s property

2.2.11 Government Regulation

Dexcom’s products are regulated as medical devices by several authorities, including the 

manufacturing, labelling, marketing, and distribution of its devices. Dexcom’s CGM systems 

performance and safety standards under de FDA’s Quality System Regulation. The company 

, Dexcom’s operations are also subject to regulation from the Centres for 

Internationally, Dexcom’s products must comply with regulatory requirements in each 

2.2.12 Internal Analysis (SWOT)

Dexcom’s main strengths lie in its technological leadership and vertically integrated 

company’s integrated digital ecosystem creates recurring data

interoperability and product appeal. Additionally, Dexcom’s direct distribution model in key 
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’s reliance on third

Dexcom’s opportunities lie on the rising global diabetes prevalence and expanding 

company’s addressable base. Increasing international penetration provides additional upside. 

The integration of Dexcom’s real

privacy and cybersecurity risks associated with Dexcom’s connected ecosystem; and global 

supply chain disruptions and currency fluctuations which could impact the company’s cost 

3 Accounting Analysis

3.1 Accounting Policies and Key Judgments

3.1.1 R&D Treatment

 Generally Accepted Accounting Principles, which set the criteria for preparing, presenting, and reporting 
financial statements in the U.S.
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3.1.2 Revenue Recognition Framework

 Accounting standard that governs how and when revenue should be recognized from customer contracts.
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3.1.3 Inventory Valuation

3.1.4 Goodwill and Intangibles

3.2 Earnings Quality and Accruals

Dexcom’s earnings quality is primarily affected by accrual



18

3.3 Asset Quality and Balance Sheet Risks

Dexcom’s balance sheet does not exhibit material signs of asset overstatement or 

4 Financial Analysis

4.1 Key Financial Metrics

–

–
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4.1.1 Profitability

reflecting the company’s disciplined working capital management.

4.1.2 Solvency and Liquidity
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4.1.3 Operating Efficiency

Dexcom’s asset turnover rose steadily from 0.45x in 2020 to 0.62x in 2024, showing 

with the firm’s reliance on reimbursement cycles through insurers and healthcare providers.

generated per dollar invested in new capacity. This confirms that Dexcom’s capital expansion 

4.2 Historical Financial Performance

–

–

Revenue

Dexcom’s total revenues increased from 
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Gross Profit Margin and COGS

Dexcom’s gross profit margin decreased from 66.4% to 60.5% in 2024, averaging 64.7% 

EBITDA Margin and Operating Expenses

EBIT Margin and Depreciation and Amortization (D&A) Costs

Dexcom’s EBIT margin ranged between 10.9% and 16.5%, averaging 14.2%. The low 

5.8% of revenues. This growth reflects Dexcom’s expanding asset base following heavy 

consistent with the company’s predominantly organ

Net Income Margin, Tax, and Interest

Dexcom’s net income margin declined from 28.5% in 2020 to 14.3% in 2024, averaging 
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despite an increase in total debt. This reflects the low interest structure of Dexcom’s convertible 

Operating Working Capital (OWC)

Dexcom’s 

working capital discipline improved, supporting cash conversion despite the firm’s global 

CapEx

5 Stock Performance Analysis

5.1 Dexcom Stock

Dexcom’s initial public offering was on April 14, 2005, on NASDAQ. In 2024, the 

compares Dexcom’s one
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Figure 6: Indexed Total Return (Base = 100) of Dexcom, S&P 500, and Peers

5.2 Key Catalysts

Dexcom’s share price is primarily supported by structural growth in CGM adoption. The 

beyond traditional CGM use cases. The launch of Stelo illustrates the company’s st
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5.3 Key Risks

Regulatory and execution risk remains material. Dexcom’s growth depends on obtaining 

6 Valuation

6.1 Discounted Cash Flow

The DCF is an intrinsic valuation method based on projected cash flows, growth, and risk. 

For Dexcom, the model covers 2025-2030 and follows the standard steps: reviewing historical 

financial performance, forecasting free cash flows to the firm (FCFF), calculating the terminal 

value, estimating the weighted average cost of capital (WACC) and terminal growth rate, and 

deriving the enterprise and equity value. The main advantage of the DCF is that it relies on 

company fundamentals rather than market pricing, making it useful when cash flows are stable 

and predictable or when comparables are limited. The main disadvantage is its sensitivity to 

the underlying assumptions (Scariati, Mas and Ceka 2025).

6.1.1 Forecasting for Base Case

The DCF forecasting period is from 2025 to 2030 because it captures Dexcom’s product 
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devices, Dexcom’s historical performance, standard operating benchmarks in the med

sector, and information from Dexcom’s 10 –

Revenue

Dexcom’s market share within the CGM segment is estimated at 35

drives a substantial increase in Dexcom’s client base, which rises from 

Under these assumptions, Dexcom’s 
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Figure 7: Historical and Forecasted Revenues and Growth Rate for the DCF Base Case

Gross Profit Margin and COGS

EBITDA Margin and Operating Expenses

. This assumption aligns with Dexcom’s recent cost trajectory and with benchmark 

companies but appropriate for Dexcom’s product pipeline �
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EBIT Margin and D&A Costs

Figure 8: Historical Selected and Forecasted Costs for the DCF Base Case

Net Income Margin, Tax, and Interest

$18.9m per year, reflecting Dexcom’s 

under “other income (expense), net”, including investment income, FX effects, and gains or 



28

and a weighted average based on Dexcom’s revenue mix between the U.S. and international 

OWC

items are projected as fixed percentages of revenue, consistent with Dexcom’s 

Figure 9: Historical and Forecasted Breakdown of OWC Items for the DCF Base Case

CapEx

investments required to support the company’s long

6.1.2 Free Cash Flow to the Firm

–
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6.1.3 Weighted Average Cost of Capital

To discount Dexcom’s projected cash flows, I estimate the WACC using market

To determine Dexcom’s unlevered beta, I considered three approaches: (i) a peer

beta unlevered manually using each peer’s D/E ratio, (ii) an empirical estimate derived from 

the covariance of Dexcom’s returns with market returns, and (iii) Damodaran’s

–

–

presence in Dexcom’s core markets, their exposure to diabetes and CGM systems, and their 

peer’s beta and applying revenue

regression approach resulted in an unlevered beta close to 1, and Damodaran’s healthcare 

these methods converges around 0.92, I adopt Damodaran’s unlevered beta of 0.92 for 

Dexcom’s D/E ratio 

formula gives a levered beta of 1.00, indicating that Dexcom’s systematic risk is aligned with 

rating approach. I compute Dexcom’s 

interest coverage ratio and map it to a default spread using Damodaran’s table for large non

the cost of equity, cost of debt, and marginal tax rate described above, Dexcom’s WACC is 

–



30

6.1.4 Terminal Value (TV)

6.1.5 EV to Equity Value

operating items. Cash and equivalents are added back, and Dexcom’s non

when divided by Dexcom’s FY2024 weighted average diluted shares 
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𝜮

Table 1: DCF Base Case and EV to Equity Bridge

All values are in thousands of US$, except if stated otherwise. The stock is rated “Sell” if the value per 

the current share price, and “Buy” if the TP i

share price. The “Hold” rating implies the stock is expected to perform in line with the market.

6.1.6 DCF Scenarios

Dexcom’s intrinsic value to different revenue trajectories and cost dynamics.

–
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demonstrating that Dexcom’s intrinsic value is primarily driven by long

Table 2: DCF Bull and Bear Cases

6.1.7 Sensitivity Analysis

which confirms that Dexcom’s valuation is highly sensitive to changes in discount rate 

Figure 10: Sensitivity Analysis

6.2 Comparable Trading Multiples

Comparable trading multiples is a form of relative valuation where a company’s value is 

applying the peers’ median multiples to the target company’s financial metrics. This metho
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6.2.1 Comparable Peers

the “ Equipment, Supplies & Distribution” segment, which includes 746 companies, I 

assessed based on: (i) their operational exposure to Dexcom’s main market, the U.S.; (ii) their 

and (iii) their alignment with Dexcom’s business 

’s

Table 3: Dexcom Peer Group and Trading Multiples

Dexcom’s G series. Abbott shares Dexcom’s underlying revenue drivers, including 

used in conjunction with CGM technology and serves the same patient population. Insulet’s 

distribution channels, closely mirroring Dexcom’s economic characteristics.
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6.2.2 Peer Multiples

Dexcom’s target price 

Given Dexcom’s business model where scale, top

The P/E multiple is included because it directly reflects investors’ expectations about future 
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6.2.3 Output

Dexcom’s peer group currently trades at a median EV/Sales multiple of 5.

this multiple to Dexcom’s 202

Applying the peers’ median EV/EBITDA of 1

per share. Using the peers’ median P/E of 25.

Table 4: Peer Valuation Output

6.3 Versus Consensus
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indicating broadly aligned expectations for Dexcom’s long

Table 5: Selected Sell-Side Analyst Recommendations and TPs for Dexcom

7 Conclusion

ensive analysis of Dexcom’s strategy, financials, and valuation, the results indicate 

that the company’s current market valuation embeds assumptions that exceed those supported 
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Figure 11: Valuation Range Summary

highlight that Dexcom’s valuation depends heavily on assumptions regard
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8 Limitations and Future Research

Future research could focus on monitoring Dexcom’s execution against its growth and 

could be extended by applying a real options valuation framework to Dexcom’s growth 

given the uncertainty surrounding Dexcom’s 
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9 Appendix
Appendix 1 – Comparison of Leading CGM Players
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Appendix 2 – Key Features of Dexcom G6 and Dexcom G7

Adults and children aged ≥ 2 years
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Appendix 3 – Formulas for Key Financial Metrics

1 Profitability

a) ݊݅݃ݎܽܯ ݏݏ݋ݎܩ =  ோ௘௩௘௡௨௘௦−஼ைீௌோ௘௩௘௡௨௘௦
b) ݊݅݃ݎܽܯ ݃݊݅ݐܽݎ݁݌ܱ = ோ௘௩௘௡௨௘௦−஼ைீௌ−ை௣ா௫ோ௘௩௘௡௨௘௦
c) ݊݅݃ݎܽܯ ݐ݂݅݋ݎܲ ݐ݁ܰ = ே௘௧ ௉௥௢௙௜௧ோ௘௩௘௡௨௘௦
d) ݋݅ݐܴܽ ݕݐ݈݅ܽݑܳ ݏ݃݊݅݊ݎܽܧ = ை௣௘௥௔௧௜௡௚ ஼௔௦ℎ ி௟௢௪ே௘௧ ௉௥௢௙௜௧

Where a ratio >1 means that earnings are backed by cash, therefore have high quality, 

and a ratio <1 signals accrual-heavy or lower-quality earnings

e) DuPont Analysisܴܱܧ = ݏݐ݁ݏݏܣ ݊݋ ݊ݎݑݐܴ݁ × ܧܱܴ(=) ݁݃ܽݎ݁ݒ݁ܮ ݈ܽ݅ܿ݊ܽ݊݅ܨ = ݏ݈݁ܽܵ ݊݋ ݊ݎݑݐܴ݁ × ݎ݁ݒ݋݊ݎݑܶ ݐ݁ݏݏܣ × ܧܱܴ (=) ݁݃ܽݎ݁ݒ݁ܮ ݈ܽ݅ܿ݊ܽ݊݅ܨ = ݏ݁ݑ݊݁ݒܴ݁ݐ݂݅݋ݎܲ ݐ݁ܰ × .݃ݒܣݏ݁ݑ݊݁ݒܴ݁ ݏݐ݁ݏݏܣ ݈ܽݐ݋ܶ × .݃ݒܣ .݃ݒܣݏݐ݁ݏݏܣ ݈ܽݐ݋ܶ ݕݐ݅ݑݍܧ ′ݏݎ݁݊ݓܱ
2 Solvency and Liquidity

a) ݋݅ݐܴܽ ݕݐ݅ݑݍܧ ݋ݐ ݐܾ݁ܦ = ்௢௧௔௟ ஽௘௕௧஺௩௚.  ை௪௡௘௥௦′ ா௤௨௜௧௬
b) ݋݅ݐܴܽ ݁݃ܽݎ݁ݒ݋ܥ ݐݏ݁ݎ݁ݐ݊ܫ = ா஻ூ்ூ௡௧௘௥௘௦௧ ா௫௣௘௡௦௘௦
c) ݋݅ݐܴܽ ݐ݊݁ݎݎݑܥ = ஼௨௥௥௘௡௧ ஺௦௦௘௧௦஼௨௥௥௘௡௧ ௅௜௔௕௜௟௜௧௜௘௦
d) ݋݅ݐܴܽ ݇ܿ݅ݑܳ = ஼௔௦ℎ+஼௔௦ℎ ா௤௨௜௩௔௟௘௡௧௦+ெ௔௥௞௘௧௔௕௟௘ ௌ௘௖௨௥௜௧௜௘௦+஺௖௖௢௨௡௧௦ ோ௘௖௘௜௩௔௕௟௘஼௨௥௥௘௡௧ ௅௜௔௕௜௟௜௧௜௘௦
e) ݁݃ܽݎ݁ݒ݋ܥ ݓ݋݈ܨ ℎݏܽܥ = ை௣௘௥௔௧௜௡௚ ஼௔௦ℎ ி௟௢௪்௢௧௔௟ ஽௘௕௧
f) ݁ܿ݊݁݀݊݁݌݁ܦ ݃݊݅ܿ݊ܽ݊݅ܨ ݕݐ݅ݑݍܧ = ி௜௡௔௡௖௜௡௚ ஼௔௦ℎ ி௟௢௪ை௣௘௥௔௧௜௡௚ ஼௔௦ℎ ி௟௢௪

3 Operating Efficiency

a) ݎ݁ݒ݋݊ݎݑܶ ݐ݁ݏݏܣ = ோ௘௩௘௡௨௘௦஺௩௚.  ்௢௧௔௟ ஺௦௦௘௧௦
b) ݎ݁ݒ݋݊ݎݑܶ ݕݎ݋ݐ݊݁ݒ݊ܫ = ஼ைீௌ஺௩௚.  ூ௡௩௘௡௧௢௥௬
c) ݃݊݅݀݊ܽݐݏݐݑܱ ݏ݈݁ܽܵ ݏݕܽܦ = ஺௩௚.  ூ௡௩௘௡௧௢௥௬஼ைீௌ × 365
d) ݕݐ݅ݏ݊݁ݐ݊ܫ ܦ&ܴ = ோ&஽ ா௫௣௘௡௦௘௦ோ௘௩௘௡௨௘௦
e) ݕ݂݂ܿ݊݁݅ܿ݅ܧ ܦ&ܴ = ோ௘௩௘௡௨௘ ீ௥௢௪௧ℎோ&஽ ூ௡௧௘௡௦௜௧௬
f) ݕݐ݅ݒ݅ݐܿݑ݀݋ݎܲ ݔܧ݌ܽܥ = ோ௘௩௘௡௨௘௦஼௔௣ா௫
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Appendix 4 – Results for Key Financial Metrics
–

    

    

    

–

    
    
    
    
    
    

–

    
    

   
    
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Appendix 5 – Standardised Financial Statements (in thousands of US$)
–

–
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–



45

Appendix 6 – Results for Historical Financial Performance (in thousands of US$)

1 The effective tax rate in FY2020 is negative, which means that the company recorded a 
tax benefit (e.g., from losses, credits, or deferred tax adjustments), receiving rather than 
paying taxes. Excluded from the average computation for being an outlier.

2 Operating Cash was assumed to be 5% of revenues for each year, reflecting the growth 
profile of Dexcom.
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Appendix 7 – Assumptions for Base Case DCF (in thousands of US$)
–

–

–

–
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–

–

–

–
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Appendix 8 – Formulas for Valuation

1 ௡ܨܨܥܨ = ܫܤܧ ௡ܶ × (1 − (݁ݐܴܽ ݔܽܶ ݈ܽ݊݅݃ݎܽܯ − ௡ݔܧ݌ܽܥ ݐ݁ܰ ௡ݔܧ݌ܽܥ ݐ௡ܰ݁ܥܹܱ߂ − = ௡ݔܧ݌ܽܥ − ௡ܣ&ܦ
2 ܨܥܦ =  ி஼ிி೙(1+ௐ஺஼஼)೙

Where ܨܨܥܨ௡ is the free cash flow in year n

3 Hamada Formulaߚ௅ = ௎ߚ × (1 + ܯ ஽ܸܯ ாܸ)
Where ߚ௅ is the levered beta, ߚ௎ is the unlevered beta, and MV is the market value

4 Capital Asset Pricing Modelܭா = ௙ݎ + ௅ߚ × ெݎ) − (௙ݎ
Where ݎ௙ is the risk-free rate and ݎெ is the return on the market

5 ஽ܭ = ݀ܽ݁ݎ݌ܵ + ௙ݎ
6 ܥܥܣܹ = ெ௏ಶெ௏ಶ×ெ௏ವ × ாܭ + ெ௏ವெ௏ಶ×ெ௏ವ × ஽ܭ × (1 − (݁ݐܴܽ ݔܽܶ ݈ܽ݊݅݃ݎܽܯ
7 ܸܶ =  ி஼ிிಿ  × (1+௚)ௐ஺஼஼−௚

Where ܨܨܥܨே is the free cash flow in final year N

8 ܸܧ =  ி஼ிி೙(1+ௐ஺஼஼)೙ + ி஼ிி೙+1(1+ௐ஺஼஼)೙+1 + ⋯ + ி஼ிிಿ(1+ௐ஺஼஼)ಿ + ಷ಴ಷಷಿ×(1+೒)ೈಲ಴಴−೒(1+ௐ஺஼஼)ಿ
Where n is the year of estimation and N is the final year

9 ݁ݑ݈ܸܽ ݕݐ݅ݑݍܧ = ܸܧ + ℎݏܽܥ ݏݏ݁ܿݔܧ + ݏݐ݊݁݉ݐݏ݁ݒ݊ܫ ݕݐ݅ݑݍܧ ݈݀݁݀ܽ݀݅݋ݏ݊݋ܷܿ݊ ݐܾ݁ܦ− − ݏݐݏ݁ݎ݁ݐ݊ܫ ݕݐ݅ݎ݋݊݅ܯ
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Appendix 9 – Weighted Average Cost of Capital

–

β β

β

Approach 2: Covariance of Dexcom’s returns with the market

β

Approach 3: Damodaran’s website
β

–

Approach 1: As a function of β

β

Approach 2: Regression of Dexcom’s risk premium on market returns

–
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–
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Appendix 10 – Assumptions for Bull and Bear Case DCFs (in thousands of US$)

–

–

–
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–
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