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MARKET CAP: $177 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 114,000. Officers & directors own less
than 1% of common stock; BlackRock, 5.2%; State Street, 5.0%
(3/11 Proxy). Chairman & CEO: W. C. Weldon. Incorporated: NJ.
Address: One Johnson & Johnson Plaza, New Brunswick, NJ
08933. Telephone: 732-524-0400. Internet: www.jnj.com.
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Neutrally ranked Johnson & Johnson
shares continue to trade in a fairly
narrow range. Indeed, since our August
review, the price of this top-quality stock
has bounced between $62 and $66. Con-
versely, many of the issue’s counterparts
in the Dow Jones Industrial Average have
fared a bit better in recent months. That
said, conservative investors know what
they are getting here, and seem to be will-
ing to part with some upside in the near
term in exchange for stability in this
tumultuous marketplace. The 3.5% divi-
dend yield also helps to entice investors.
Recent results have been decent.
Third-quarter sales were $16.0 billion, 7%
ahead of the year-earlier figure and in line
with our target. Revenues were up across
the board, thanks to to a combination of
international growth and favorable ex-
change rates. Shares earnings, excluding a
nonreucurring charge, were $1.24. The
bottom-line tally was a penny better than
both the 2010 number and our target.

We look for more of the same in the
fourth quarter, and we have not made
any material changes to our full-year sales
and share-net targets. The Pharmaceutical

business will likely be the top performer in
the final period, and we expect ongoing
troubles associated with recent recalls and
facility overhauls on the Consumer side to
continue. Finally, the Medical Devices &
Diagnostics group ought to post a rea-
sonably good showing.

We cut a nickel off our 2012 earnings
call, which now stands at $5.25 a share.
Indeed, robust profit growth will likely be
hard to come by next year, given the soft
economy, lower healthcare utilization, and
the lingering effects from the recent prod-
uct recalls. Ongoing share repurchases
and cost-management initiatives should
help, though.

We think this blue chip remains a
solid buy-and-hold selection. As far as
the bottom line is concerned, J&J is a
powerhouse in the broad healthcare space,
with the financial wherewithal to continue
making acquisitions and plowing funds
into R&D. We think this will allow it to
stay ahead of the curve, and continue
growing at a nice pace in a number of mar-
kets going forward. The aforementioned
dividend yield adds plenty of appeal.

Erik A. Antonson November 25, 2011

(A) Years end on last the Sunday in December.
(B) Primary earnings thru '96, diluted there-
after. Excludes nonrecurring: '98, 22¢; '99, 2¢;
01, d7¢; '02, d7¢; '03 d30¢; '04, d26¢; '05,

d4c;

'06, d3¢; '07, d52¢; 09, d23¢; '10, 2¢; 11, | vestment plan available.
d10¢. Next earnings report due late January.
(C) Dividends historically paid: March, June,
September, and December. = Dividend rein-
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(D) Includes intangibles. In
$11.69 a share.

(E) In millions, adjusted for stock split.

Company’s Financial Strength At++
'10: $32.0 hillion, Stock’s Price Stability 100
Price Growth Persistence 35
Earnings Predictability 100

To subscribe call 1-800-833-0046.




