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LT Debt $8,259 mill.

Pension Assets-12/08 $7,677 mil

Pfd Stock None

as of 10/25/09

CAPITAL STRUCTURE as of 9/27/09
Total Debt $11,600 mill. Due in 5 Yrs $2,450 mill.
LT Interest $450 mill.
(14% of Cap’l)
Leases, Uncapitalized Annual rentals $183.0 mill.

Oblig. $11,923 mill.

Common Stock 2,759,100,000 shs.

MARKET CAP: $172 billion (Large Cap)
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BUSINESS: Johnson & Johnson manufactures and sells health
care products. Major lines by segment: Consumer (baby care, non-
prescription drugs, sanitary protection, and skin care), Med. Device
& Diag. (wound closures, minimally invasive surgical instruments,
diagnostics, orthopedics, and contact lenses), and Pharmaceutical
(contraceptives, psychiatric, anti-infective, and dermatological

drugs). 2008 sales (operating income) by segment: Pharm., 39%
(44%); Med. Device & Diag., 36% (41%); Consumer, 25% (15%).
Int'l business, 49% of '08 sales; R&D, 11.9%. Has 118,700 employ-
ees. Off./dir. own less than 1% of common stock (3/09 Proxy).
Chrmn. & CEO: William Weldon. Inc.: NJ. Addr.: One J&J Plaza,
New Brunswick, NJ 08933. Tel.: 732-524-0400. Web: www.jnj.com.

Current Liab. 19837

ANNUAL RATES  Past
of change (persh) 10 Yrs.
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Book Value 12.5%
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Johnson & Johnson initiated a major
restructuring program in 2009’s
fourth quarter Initiatives are
centered on a headcount reduction, mainly
managerial positions, of about 7,500
(6%—7%). A sizable severance charge in
2009's fourth quarter has been eliminated
from our earnings estimate. The cost-
reduction goals are about $850 million and
$1.5 billion in 2010 and 2011, respectively.

but it expects benefits from the
new efficiencies to be largely offset
next year by a more difficult operat-
ing environment in the U.S. Manage-
ment’'s main concerns are proposed
healthcare legislation that would entail
rebates for pharmaceuticals and a “medi-
cal device fee”, as well as increased costs
related to the development and regulatory
approval of new drugs. Given manage-
ment’'s earnings guidance for 2010, we are
raising our estimate by only $0.05 a share,
to $4.95, despite the likelihood of the com-
pany reaping much of the expected cost
savings. That said, we have lifted our 3- to
5-year projection of average earnings dur-
ing the 2012-2014 period by about 5%, to
$6.50 a share.

The company has made progress late-
ly in replenishing its pharmaceutical
pipeline. Since mid-2008, sales of four of
its leading drugs have been hurt by new
generic competition. On the other hand,
J&J has recently received FDA approvals
for its treatments of severe psoriasis and
adult schizophrenia. Too, following initial

positive results, it launched four pharma-
ceutical studies this year in the U.S. and
two in Europe. And in the past quarter,
J&J purchased one biotechnology company
with a prostate cancer treatment, and it
entered into two new joint ventures.

J&J’s longer-term earnings growth

prospects are broadbased. Three cata-
lysts behind our forecast for an earnings
advance of 9%, on average, over the 3 to 5
years are an ongoing acquisition program,

expansion opportunities in emerging mar-
kets, and the promising late-stage phar-
maceutical pipeline. The first factor is sup-
ported by free cash flow, currently running
at $7.5 billion per annum.

On a risk-adjusted basis, this good-
quality stock offers attractive total re-
turn potential to 2012-2014.

David R. Cohen November 27, 2009

(A) Year ends on last Sunday of December.
(B) Primary earnings through '96, diluted there- | earnings report due late Jan.
after. Excludes nonrecurring gains/(losses):

'98, 22¢; '99, 2¢; 01, (7¢); '02, (7¢); '03 (30¢);

'04, (266); '05, (4¢); 06, (3¢); '07, (52¢). Next

(C) Dividends historically paid mid: March,

June, Sept., and Dec. =Div'd reinvestment plan
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(D) Incl. intang.: In 08, $27

(E) In mill., adj. for stock splits.

Company’s Financial Strength At++
.7 billion; $10.00/sh. | Stock’s Price Stability 100
Price Growth Persistence 45
Earnings Predictability 100

To subscribe call 1-800-833-0046.




