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Company Information

Johnson & Johnson is engaged in the research and development, manufacture and sale of a range of products in the healthcare field. JNJ has been in business since 1886 and listed in the New York Stock Exchange in 1944. The company has more than 250 operating companies in 57 countries operating in three segments: Pharmaceuticals, Consumer Products and medical devices and diagnostic tools. Familiar brands in the consumer products segment include Listerine, Neutrogena, Lubriderm, Tylenol, Sudafed, Splenda, and Visine. The Medical Devices and diagnostic tools segment offers technologies for blood screening, insulin delivery, joint replacements, sports medicine and trauma, heart and vascular disease, to name but a few. 
Notable developments:

· September 28, 2009 - Johnson & Johnson, through its subsidiary Ortho-McNeil-Janssen Pharmaceuticals, Inc., and Crucell have entered into a strategic collaboration focusing on the discovery, development and commercialization of monoclonal antibodies and vaccines for the treatment and prevention of influenza and other infectious and non-infectious diseases. 

http://www.investor.jnj.com/releaseDetail.cfm?ReleaseID=411761&year=2009
· September 24, 2009 - At six months, patients receiving the NEVO(TM) Sirolimus-eluting Coronary Stent reported significantly less chest pain (also known as angina) than those receiving the Taxus(R) Liberte(R) Stent. 

http://www.investor.jnj.com/releaseDetail.cfm?ReleaseID=411508&year=2009
· September 23, 2009 STELARA (ustekinumab) approved by the National Institute for Health and Clinical Excellence (NICE) as a treatment option for adults with moderate to severe plaque psoriasis, a notoriously difficult-to-treat skin condition http://www.investor.jnj.com/releaseDetail.cfm?ReleaseID=410982&year=2009
· September 17, 2009: Johnson & Johnson and Elan Corporation announced that JANSSEN Alzheimer Immunotherapy, a newly formed subsidiary of Johnson & Johnson, has completed the acquisition of substantially all of the assets and rights of Elan related to its Alzheimer's Immunotherapy Program (AIP). In addition, Johnson & Johnson, through its affiliate, Janssen Pharmaceutical, has invested $885 million in exchange for newly issued American Depositary Receipts (ADRs) of Elan, representing 18.4% of Elan's outstanding ordinary shares.

There are about more than fifteen products in the pipeline. More information on the link below; 

http://files.shareholder.com/downloads/JNJ/735350430x0x305406/9102aa4a-d8af-45ba-bbbc-22d13a7f0095/Q22009pipeline.pdf
Industry Information

Procter and Gamble is direct competitor in the consumer products segments of JNJ. In the pharmaceutical space JNJ faces competition from big players like Abbott, Amgen, Merck, Pfizer and Eli Lilly & Co. For example, The Motley Fool reports that Stelara, the psoriasis drug has fared better than Amgen’s and Wyeth’s Enbrel but faces competition from Abbott’s Humira. 
The industry is seeing some significant consolidation and collaborations. Abbott, one of JNJ’s competitors recently announced that there were buying Solvay, a Belgian Pharmaceutical, for about $6 Billion. Earlier this year Merck merged with Schering Plough. Johnson & Johnson is keeping up with other players in the industry (as evidenced by the recent developments mentioned above).
The most talked about topic recently for the industry has been the health care reform. The subject is murky and its possible impact on the industry is not clear. Johnson & Johnson with its diversified business is well positioned. 
Security Information

Ticker Symbol:                    JNJ
Exchange:                           NYSE
52-Week Range:                  46.25 – 69.86
10-Day Av. Trading Volume: 9.8 million
Beta:                                  0.61
Financial Information

Earnings per Share: 4.55 (look at trend at earnings.com)
Price/Earnings:       13.5
Dividend:                0.49 (quarterly)
Current Yield:         3.21%
Company Analysis

Quarterly Earnings Growth: -3.6% (yoy)
Quarterly Revenue Growth: -7.4% (yoy)

Profit Margin:                     20.5%
Return on Equity:               27.5%
Return on Assets:               11.5%
The numbers above are based on 2009 2nd quarter results.  Due to a huge contraction in economic activity and massive spending cutbacks by consumers, JNJ earnings and revenue growth slowed in 2009 compared to 2008. Despite this slow down, profit margins have held strong; the good return on assets of 11.5% (company has $84B in assets) shows that the company is well run. A return in equity of 27.5% is a good investment, especially for a company like JNJ. (For interest sake, JNJ has returned about 5% over the 10 years compared to S&P 500’s return of -1% over the same period).
Peer Analysis

	Company
	Market Cap
	YTD price performance
	P/E
	Dividend yield

	JNJ
	168.8B
	2.4%
	13.5x
	3.2%

	Procter and Gamble
	169.8B
	-5.9%
	16.3x
	3.03%

	Pfizer Inc.
	111.8B
	-6.4%
	15.2x
	3.86%

	Merck & Co. Inc
	67.5B
	5.4%
	11.9x
	4.75%


Analyst Information

Consensus earnings estimate:

	
	Current year (Dec 2009)
	Next year (Dec 2010)

	Av. Estimate
	4.52
	4.89

	No. of analysts
	20
	20


Data from Yahoo finance
Consensus recommendations:

	
	Current
	1 month ago
	2 months ago
	3months ago

	Strong Buy
	8
	8
	9
	8

	Moderate Buy
	3
	3
	3
	3

	Hold
	4
	4
	4
	4

	Moderate Sell
	0
	0
	0
	0

	Strong Sell
	0
	0
	0
	0

	Mean Rec.**
	1.73
	1.73
	1.69
	1.69


** Scale is from 1 to 5, where 1 is a strong buy and 5 a strong sell

Data from theStreet.com 
Additionally, Morningstar.com gives the company a fair value estimate of about $80.
Evaluation

Johnson and Johnson has performed well relative to players in its industry. Like most of its peers, the company continues to benefit tremendously from its global presence. The company has greater prospects given the recent collaborations and equity acquisitions (see under company information). A recent recall of some of their baby products and Tylenol will be a minor setback, but with over fifteen products in Phase III studies the future looks bright. Sales of current products are estimated to slow down by 4% by year end, but pick in 2010. Stelara promises to be a good source of revenue, and once the consumer starts spending generously, sales will significantly pick up. Competition should not be discounted for obvious reasons. Procter and Gamble in particular looks to benefit from a pickup in consumer spending too. With the market almost overbought, there is bound to be a huge pullback, but JNJ with its low beta, will not be affected as much. So, JNJ works well as a defensive play and a source of steady income (sweet dividend).
