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CAPITAL STRUCTURE as of 1/1/17
Total Debt $27,126 mill. Due in 5 Yrs $8,227 mil.

$22,442 mill. LT Interest $725.0 mill.

(24% of Capital)
Leases, Uncapitalized Annual rentals $216 mill.
Pension Assets-12/16 $23.6 hill. Oblig. $28.1 bill.

Preferred Stock None

n Stock 2,713,346,602 shares

as of 2/23/17
MARKET CAP: $334 billion (Large Cap)
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BUSINESS: Johnson & Johnson is engaged in the research & de-
velopment, manufacture, and sale of a broad range of products in
the healthcare field. Has three business segments: Consumer
(baby care, skin care, oral care, wound care, etc.), Pharmaceutical
(antiinfective, antipsychotic, contraceptive, dermatology, gastroin-
testinal, etc.), and Medical Devices & Diagnostics (electrophysiol-

ogy, circulatory disease management, orthopedic joint reconstruc-
tion, etc.). Employs about 126,400. Officers & directors own about
.2% of common stock; Vanguard Group, 7.0%; BlackRock, 6.3%
State Street, 5.7%. (4/17 Proxy). Chairman & CEO: Alex Gorsky.
Inc.: NJ. Address: One Johnson & Johnson Plaza, New Brunswick,
NJ 08933. Telephone: 732-524-0400. Internet: www.jnj.com.

Liab. 25085 27747
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153 160 120 115
154 148 153 138
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Johnson & Johnson’s pending acquisi-
tion of Actelion Ltd. should be com-
pleted shortly. The all-cash $30 billion
takeover of the Swiss biotechnology com-
pany has been agreed to by enough share-
holders, and regulatory approval has been
granted in six of the seven needed jurisdic-
tions. The purchase should provide JNJ
with access to certain higher-margined of-
ferings that treat rare diseases and
several medicines that are in the late
stages of test trials. JNJ is paying a
decent premium for Actelion, but the fund-
ing won't harm its pristine balance sheet,
as it has the cash on hand.

We expect the Pharmaceutical seg-
ment to turn around. In the first
quarter, on an-apples-to-apples basis,
sales in this key arena were down 0.4% in
the U.S. The picture would have been
worse if not for an impressive showing by
oncology drugs such as DARALEX and IM-
BRUVICA. Meanwhile, sales of cardiovas-
cular drugs, including INVOKANA/ IN-
VOKAMET, were lower as a result of price
discounting. Helping this sector to post
better returns (besides the acquisition)
will be JNJ’s pipeline of promising drugs.

Indeed, there are 10 drugs that have the
potential of each doing $1 billion in sales.
The vaunted Consumer segment is
struggling. Home to some of the most
iconic brands in the world, four of the six
sectors in this group posted declines in
sales in the March period. Oral Care,
(LISTERINE) Baby Care, and Wound
Care saw declines of 6%-12%.

The company’s near-term earnings
outlook is less clear than usual. We ex-
pect the Medical Device segment to post
strong results and we have confidence that
things will improve in the Pharmacy oper-
ations. The Consumer sector will be the
swing factor, and at this point we are not
sure if the recent problems are cyclical or
consumers are starting to pay less for
products’ store-brand names. In any case,
we estimate share earnings will rise a
healthy 9% and 11%, in 2017 and 2018.
These shares are ranked to perform in
line with the market averages in the
year ahead. Long-term total return
potential isn't as attractive as in the past,
but conservative investors will still find
much to like in this blue-chip stock.

James A. Flood May 19, 2017

(A) Years end on the last Sunday in December.
(B) Diluted earnings. Excludes nonrecurring:

01, d7¢;

'02, d7¢; '03, d30¢; '04, d26¢; '05,

d$1.51; '12, d$1.24; '13, d71¢. GAAP as of
2015. Next earnings report due late July.
(C) Dividends historically paid: March, June,

vestment plan available.

lion, $18.36 a share. (E) In

d4¢; '06, d3¢; '07, d52¢; '09, d23¢; '10, 2¢; '11, | September, and December. = Dividend rein-
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(D) Includes intangibles. On 1/2/17: $49.7 bil-
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