Zimmer Biomet (ZBH) — Q2 2026 Earnings Preview
Report date: Wednesday, August 5, 2026, before market open (release ~6:30 a.m. ET; call at 8:30 a.m. ET)
Setup Into the Print
ZBH shares have been volatile in 2026 — falling from the mid-$90s in April to a 12-month low near 90s heading into this report. The share price has picked up in the very short term, with a 1-day share price return of 1.27% and a 7-day gain of 5.18%, though this follows a 30-day share price return down 11.69% earlier in the cycle. Over the trailing year, ZBH's stock has declined by almost 4% while the S&P 500 has increased 19.1%, meaning the stock has underperformed the broader market, and it has also underperformed the healthcare sector, with the XLV up 22.2% over the past 52 weeks.
Sell-side sentiment is split and mixed heading in: the stock carries roughly a "Hold" consensus with one Strong Buy, eight Buy, twelve Hold and four Sell ratings, and an average target price of 93 to UBS initiating at Buy with a more bullish view, alongside recent cuts from Citigroup (93), Truist (92) and Wells Fargo (90).
What Happened Last Quarter (Q1 2026 Recap)
Zimmer Biomet's Q1 print (reported April 28) was strong on the surface: net sales of $2.087 billion, up 9.3% reported / 2.9% organic constant currency, with adjusted EPS of $2.09 (+15.5% YoY), beating consensus by a wide margin. However, the quarter came with two notable overhangs that will carry into Q2:
1. CFO transition — CFO Suketu Upadhyay departed for Incyte, with Controller/Chief Accounting Officer Paul Stellato stepping in as interim CFO while a permanent search continues. This is the first quarter reported under the interim finance leadership.
1. Guidance discipline despite the beat — Management chose not to raise full-year organic revenue guidance (kept at 1%–3%) despite the beat, citing "a year of transition." As CEO Ivan Tornos put it on the Q1 call, management wanted to wait 90 days to assess the impact of commercial model shifts before adjusting top-line targets, even as EPS and free cash flow guidance were raised modestly (adjusted EPS to 8.55; FCF growth to 9%–11%).
Key operational threads from Q1 that investors will be tracking for continuation in Q2:
· U.S. sales force transformation: the 1099/independent-distributor mix fell from ~66% to just below 60% of the U.S. force, with specialized/dedicated reps rising from ~25% toward 30%, and management reporting rapid productivity gains and low turnover in transitioned territories.
· Knees softness: U.S. knee growth was just 2.2%, pressured by the intentional phase-out of legacy NexGen/Vanguard implants and the loss of two large accounts, partly offset by >20% growth in the Oxford Partial Cementless Knee.
· International deceleration: OUS growth of 2.5% trailed the U.S. for the first time in a while, driven by tough comps, distributor-network consolidation in emerging markets/China, and one-time order timing — management guided to a mid-single-digit international recovery in H2.
· Tariff tailwind: Q1 benefited from a $0.20 EPS tailwind tied to IEEPA tariff invalidation, about half of which was a pull-forward of refunds originally expected in H2 2026 — meaning less cushion should be available going forward, and Section 232 tariff risk remains a live, unresolved variable.
· Margin cadence guide: Management explicitly guided operating margins for Q2 2026 to be down approximately 200 basis points year-over-year due to the timing of commercial investments and acquisition dilution, with Q3 margins expected to improve roughly 50bps sequentially from Q2. This is one of the most important explicit guideposts for tomorrow's print — a miss or beat relative to "down ~200bps" will be closely parsed.
Q2 2026 Consensus Estimates
The Zacks Consensus Estimate for the company's second-quarter revenues is pegged at $2.13 billion, indicating a 2.5% increase from the year-ago reported figure, while the consensus estimate for second-quarter earnings stands at $2.01 per share, suggesting a 2.9% decline year over year. That EPS estimate has remained unchanged over the past 60 days, suggesting limited pre-print estimate revisions. Notably, Zimmer Biomet currently carries a Zacks Rank #5 (Strong Sell) with an Earnings ESP of 0.00% — a signal model that doesn't point to a clear beat setup this quarter, a contrast to the company's recent track record: in the last reported quarter the company posted adjusted EPS of $2.09, beating the Zacks Consensus Estimate by 12.37%, and Zimmer Biomet topped earnings estimates in each of the past four quarters, delivering an average surprise of 4.92%.
By segment, consensus expects: total Knees revenues to improve 1.9% year over year and total Hips revenues to grow 1.7% year over year. Growth drivers analysts are watching for include continued strong demand for the Oxford Partial Cementless Knee, which remains the only partial cementless knee on the market, traction from the U.S. hip triple-play of the Z1 Femoral Hip Stem, OrthoGrid AI navigation platform and HAMMR surgical impactor, and early adoption of the company's iodine-coated hip implant in Japan, designed to reduce periprosthetic joint infection risk. Full-year 2026 consensus sits around $8.48 in EPS (+3.4% YoY), followed by $8.92 (+5.2%) in fiscal 2027 — broadly in line with the company's own 8.55 guidance range.
For context on peer read-throughs into the medtech print season, CONMED posted flat year-on-year revenue (beating by 1.8%) and Baxter reported revenue up 5.3% (topping estimates by 6%), with both stocks trading up after results — a generally constructive backdrop for the sector, though it also raised the bar somewhat for ZBH.
Capital Allocation & Corporate Developments Since Q1
· Buyback increase: In May, management raised its 2026 repurchase target to up to $1.0 billion (from $750 million), which the stock rewarded with a sharp intraday pop; the board's February authorization for up to $1.5 billion of repurchases remains the backstop.
· Dividend: A $0.24/share quarterly dividend was paid July 31 (yield ~1.0%; payout ratio near 25%), signaling confidence in cash generation even amid the CFO transition and go-to-market spending.
· Leadership churn: Beyond the CFO change, Chintan Desai was named president of the Asia Pacific region, replacing Sang Yi, who departs August 28 — another data point on management bandwidth during a self-described "year of transition."
· Sector-wide pressure: The broader medical device sector faced pressure after HCA Healthcare reported weaker-than-expected surgical volumes, affecting several companies, including Zimmer Biomet, whose shares declined — a macro/volume risk worth watching in commentary tomorrow, given ZBH's procedure-volume sensitivity.
· Innovation pipeline: AAOS 2026 featured the full commercial launch of ROSA Knee with OptimiZe, and enrollment completed in the Monogram (mBôs) autonomous robotic knee trial, with launch still targeted for early 2027 (semi-autonomous) and late 2027/early 2028 (fully autonomous) — a multi-year catalyst rather than a near-term Q2 driver, but strategically important to the bull case on differentiated technology and premium mix.
Key Questions for Tomorrow's Call
1. Does the "down ~200bps" Q2 operating margin guide hold, beat, or miss? This is the single most explicit numerical guidepost management gave — any deviation will move estimates and likely the stock meaningfully.
1. Is full-year organic growth guidance (1%–3%) finally raised, reaffirmed, or cut? Management said it wanted "90 days" of additional data before adjusting guidance — Q2 is that checkpoint.
1. U.S. knee trends: Is growth accelerating from Q1's 2.2%, especially with tougher H2 comps (management flagged comps get ~400bps harder), and has technology-led conversion (ROSA, TMINI) started translating into implant share gains?
1. International/OUS recovery: Did the mid-single-digit H2 international growth thesis start to materialize, particularly in China and emerging markets post distributor consolidation?
1. Sales force transformation cadence: Updated metrics on 1099-to-dedicated conversion, rep productivity, and turnover — plus any commentary on accelerating the timeline (previously targeted for completion by end of 2027).
1. Tariff/gross margin durability: With much of the Q1 tariff-related benefit described as a pull-forward from H2, how does gross margin trend in Q2, and what's the updated view on Section 232 exposure?
1. CFO search progress: Any update on identifying a permanent CFO, and continuity of financial messaging under interim leadership.
1. Capital deployment: Pace of buybacks toward the raised $1.0 billion target and any signal on M&A appetite once the Paragon 28/OrthoGrid integration and Monogram launch prep mature.
Bottom Line
Zimmer Biomet enters this print as a "show-me" story: strong Q1 headline numbers were overshadowed by cautious guidance, a surprise CFO departure, and explicit margin-compression commentary for Q2. Consensus embeds a revenue beat-friendly setup (steady ~2.5% growth) but a lower EPS print than a year ago (-2.9%), reflecting tougher margin comps and the fading tariff tailwind — a mixed signal that has kept the sell-side rating stuck at "Hold" with wide dispersion in price targets (125+). The stock's recent rally into the print raises the bar for a positive reaction; a confirmation of margin trajectory, upgraded (or at least reaffirmed with confident tone) full-year guidance, and evidence that the U.S. sales-force transformation is translating into accelerating knee/hip growth will likely be the difference between the market treating this as validation of the turnaround thesis versus renewed skepticism about "another year of transition."
