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LT Debt $29,405 mill.

CAPITAL STRUCTURE as of 7/1/18
Total Debt $32,083 mill. Due in 5 Yrs$8,227 mil.
LT Interest $835.0 mill.
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Sales ($mill) A
Operating Margin

(32% of Capital)

Preferred Stock None

Common Stock 2,682,756,061 shares
as of 7/27/18
MARKET CAP: $353 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 134,000. Officers & directors less than
1.0% of common stock; Vanguard Group, 7.6%; BlackRock, 6.2%
State Street, 5.8%. (3/18 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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EARNINGS PER SHARE AB
Mar.Per Jun.Per Sep.Per Dec.Per
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153 160 120 115
154 148 153 138
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160 145 18 210
185 200 210 205
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Johnson & Johnson had a relatively
good second quarter. On an adjusted
basis, share earnings came in at $2.10,
about 15% higher than the year-earlier
number. Sales were also solid as they were
$20.8 billion, or $400 million more than
the consensus estimate. Excluding the im-
pact of acquisitions and divestitures,
worldwide sales increased a solid 6.6%. On
a GAAP basis, which we use in our presen-
tation, J&J's share net was only $1.45
compared to last year’s $1.40 and our
$1.65 estimate. The reason for the lower
numbers was a $1 billion charge for vari-
ous writeoffs and a $400 intangible tax ex-
pense. Guidance provided by management
for the full year was slightly improved, but
we are sticking with our current earnings
estimates for both 2018 and 2019.

The key Pharmaceutical segment is
leading the way. Just about half of the
company’s revenues are now derived from
prescription drugs. Aided by the recent Ac-
telion acquisition, sales rose here 20%.
More importantly, on an apples-to-apples
basis, this still translated into an 11% in-
crease. Leading the way was strong
demand for such drugs as STELARA

(Crohn’s disease), ZYTIGA (prostate can-
cer), and DARZALEX and other oncology
medicines. Also contributing were drugs
used to treat psychosis(INVEGA
SUSTENNA), and bleeding (XARELTO).
Other sectors were mixed. Overall,
sales in the Medical Device operations
posted a modest 2% gain due mostly to
brisk activity in the Surgery and Vision
operations. Offsetting this were the results
from the Diabetes and Spine segments.
The vaulted Consumer business took
a step backward. The uptrend here
lasted only one quarter as sales in the
June period declined 0.4% on an opera-
tional basis. Baby, Oral, and Wound Care
all saw weaker demand. J&J's OTC prod-
ucts continued to do well, though.

Most investors may want to take a
look at this stock. The equity offers a
good yield and above-average total return
prospects through 2021-2023. On a risk-
adjusted basis, it is even more attractive.
One negative was the recent $4.7 billion
jury award to users of J&J’s talcum pow-
der. The company has managed to win all
previous cases on appeal, however.

James A. Flood August 17, 2018

(A) Years end on the last Sunday in December. |12, d$1.24; '13, d71¢; 4th qtr.'17, d$5.73 (due | December. = Dividend reinvestment plan avail-

(B) Diluted earnings. Excludes nonrecurring:
'02, d7¢; '03, d30¢; '04, d26¢; '05, d4¢; '06,

d3¢; '07, d52¢; '09, d23¢; '10, 2¢; '11, d$1.51;
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to tax reform.). GAAP as of 2015. Next earn-
ings report due mid-October. (C) Dividends his- | (D) Includes intangibles. On 7/1/18: $80.4 bil-
torically paid: March, June, September, and

able.

lion, $29.97 a share. (E) In millions.
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