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LT Debt $27,363 mill.

CAPITAL STRUCTURE as of 7/2/17
Total Debt $34,572 mill. Due in 5 Yrs $8,227 mil.
LT Interest $855.0 mill.
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Sales ($mill) A
Operating Margin

(28% of Capital)

Preferred Stock None

Common Stock 2,683,999,728 shares
as of 7/28/17
MARKET CAP: $355 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.
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5.93
6.35
7.25

Cal-
endar

QUARTERLY DIVIDENDS PAID C=
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

61 .66 .66 .66
.66 .70 .70 .70
.70 .75 .75 .75
75 80 80 80

80 84

2.59
2.76
2.95
3.15

Johnson & Johnson’s key Pharmaceu-
tical segment continues to post mixed
results. In the second quarter, this sector
was responsible for 45% of the company’s
total business activity. Domestic sales
decreased 2.6%, however, while foreign
revenues rose a healthy 6.1% before cur-
rency adjustments. Of the segment's five
categories (not counting the newly added
Pulmonary Hypertension) four posted
declines. The top line was down 7% in
Neuroscience, 5.5% in Cardiovascular;
3.4% in Infectious Diseases; and 1.9% in
Immunology. Only a very strong showing
by Oncology (+19.2%) enabled the Pharma
group’s revenues to eke out a 1% increase.
Is there cause for concern at the Con-
sumer segment? JNJ has some of the
most iconic brand names in consumer
products. While some brands did well last
quarter (NEUTROGENA, TYLENOL),
others in Oral Care, Baby Care, and
Women's Health all posted lower sales. As
of now, we are not sure if this is a cyclical
situation, where people are temporarily
looking to save money by purchasing
lower-priced store brands, or if this is the
beginning of a secular trend.

The company’s future hinges to a cer-
tain degree on the drug pipeline.
Johnson & Johnson was recently granted
approval by the FDA for INVOKAMET
and STELARA. Management believes that
these two drugs together with several
promising new submissions, provides the
company with 10 new pharmaceutical
products that have a chance to generate $1
billion in sales each by 2019. Not all of
these drugs have to be blockbusters, but
JNJ could surely use a few to help offset
some of the competition it is seeing from
generics and biosimilars.

These high-quality shares are neutral-
ly ranked for Timeliness. JNJ has been
on a nice run of late, even though some of
its operations have not performed well. In-
vestors are possibly willing to pay more for
blue-chip companies as the market indexes
continue to hit new highs. And though the
equity’s total return potential out to 2020-
2022 is unexciting, very conservative in-
vestors may still be drawn to this stock be-
cause of its Highest Safety rank (1) and
very high scores for Price Stability and
Earnings Predictability.

James A. Flood August 18, 2017

(A) Years end on the last Sunday in December.

(B) Diluted earnings. Excludes nonrecurring:
'01, d7¢; '02, d7¢; '03, d30¢; '04, d26¢; '05,
d4¢; '06, d3¢; '07, d52¢; '09, d23¢; '10, 2¢; '11, | September, and December. = Dividend rein-
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d$1.51; '12, d$1.24; '13, d71¢. GAAP as of
2015. Next earnings report due late October.
(C) Dividends historically paid: March, June,

vestment plan available.
(D) Includes intangibles. O
lion, $32.12 a share. (E) In

Company’s Financial Strength At++
n 7/2/17: $86.2 bil- Stock’s Price Stability 100
millions. Price Growth Persistence 65
Earnings Predictability 95
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