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52 week high: 52.54

           52 week low:
50.97

Recent:  54.510

Description

· Johnson & Johnson has $33.0 billion in sales and is the world's most comprehensive and broadly based manufacturer of health care products, as well as a provider of related services, for the consumer, pharmaceutical, and medical devices and diagnostics markets. 

History

· Founded in 1886 in New Brunswick, New Jersey.

       International expansion started in 1919 with Johnson & Johnson Canada. 

       Companies established in Latin America, Europe, Africa and Australia for more than 50 yrs.           

· Headquarters situated in New Brunswick for more than 110 years. 

· New World Headquarters facility opened in New Brunswick in 1983. 

· JOHNSON'S® Baby Powder introduced in 1893. 

· BAND-AID Brand Adhesive Bandages introduced in 1921.  

· TYLENOL (acetaminophen) launched as a consumer product in 1960. 

· Company was family-owned until listed on NYSE in 1944. 

· Dividends issued to share owners every quarter since 1944. 

· Dividend raised each year for 40 consecutive years. 

· Sales increased each year for 69 consecutive years. 

Structure 

· Headed by William C. Weldon, Chairman of the Board and Chief Executive Officer, and James T. Lenehan, President. 

· Board of Directors consists of 13 members, including two women and two persons of color. 

· An 11-person Executive Committee is the principal management group responsible for the operations of the Company. 

· Managed by franchise, or groups of product categories, such as skin and hair care, endosurgery and wound care. 

· Operating management of each company is headed by a Chairmen, President, General Manager or Managing Director who reports directly or through a line executive to a Group Operating Company. 

· International companies run primarily by natives of the country in which they are located. 

Business Segments 

Consumer  Major franchises -- skin and hair care, sanitary protection, wound care, oral care, baby care and nonprescription drugs. Familiar brand names include:

· JOHNSON'S line of products; NEUTROGENA® and CLEAN & CLEAR skin and hair care products; adult and children's TYLENOL® (acetaminophen), MOTRIN® (ibuprofen) and ST. JOSEPH® analgesics; BENECOL®; AFLEXA™ (glucosamine); SPLENDA® Brand Sweetner; o.b.® Tampons; STAYFREE® sanitary protection products; REACH® toothbrushes; BAND-AID® Brand Adhesive Bandages; IMODIUM® A-D antidiarrheal; MYLANTA® gastrointestinal; MONISTAT® for vaginal yeast infections; HEALTHY WOMAN® Dietary Supplements; and PEPCID® AC Acid Controller. 

     Professional Medical Devices and Diagnostics Product lines include:

· surgical implants, instruments, needles and sutures; blood glucose monitoring systems; wound closure devices; endoscopic instruments; specialty dressings; orthopaedic products for joint repair and replacement and for correcting spinal deformities; contact lenses; clinical chemistry systems; medical devices, including cardiovascular monitoring and vascular access products; intravenous catheters and shunts; coronary and biliary stents; diagnostics used in physicians' offices and laboratories for identification of diseases such as hepatitis C. 

· Well-known brands include ACUVUE® Disposable Contact Lens; PROLENE® sutures; ENDOPATH® Trocars; ONE TOUCH® PROFILE® blood glucose monitor; ULTRACISION® HARMONIC SCALPEL; PROTECTIV® I.V. Catheters; P.F.C.®Sigma Knee System; CHECKMATE™ System; Bx VELOCITY® Coronary Artery Stent and the S.M.A.R.T.™ stent, a self-expandable, crush-recoverable nitinol stent. 

Pharmaceutical 
· Development of products for family planning; psychiatry, mental illness and diseases of the nervous system; gastroenterology; oncology; immunotherapy; cardiovascular disease; dermatology; pain management; allergy; antifungals; antihistamines; anti-infectives; and antiparasitic drugs; and biotechnology-derived products. 

· Well-known brands include PROCRIT® for the treatment of anemia; SPORANOX® antifungal; RISPERDAL® antipsychotic for schizophrenia; LEVAQUIN® anti-infective; REMINYL® (galantamine HBr) for treating Alzheimer's disease; ULTRAM® analgesic; NIZORAL® antifungal; RETIN-A MICRO® acne treatment; REMICADE® for treating Crohn's Disease and Rheumatoid Arthritis; ORTHOTRI-CYCLEN® (norgestimate/ethinyl estradiol) and ORTHO-NOVUM® group of oral contraceptives; and ORTHOCLONE® OKT-3, for kidney, liver and heart transplant rejection. 

Growth and Acquisitions 

· Ethicon, manufacturer of surgical sutures and related ethical surgical products, formed as a separate division in 1941, and became a company in 1949. In 1992, it split to become two separate companies: Ethicon Endo-Surgery and ETHICON, INC. 

· McNeil Laboratories, Inc., a producer of prescription pharmaceuticals, was acquired in 1959. In 1977, McNeil became two companies: McNeil Pharmaceutical and McNeil Consumer Products. In 1993, Ortho-McNeil Pharmaceutical was formed, retaining the business units McNeil Pharmaceutical and Ortho Pharmaceutical. 

· Janssen Pharmaceutica of Belgium was acquired in 1961. 

· Frontier Contact Lenses was acquired in 1981 and became Vistakon, maker of ACUVUE® contact lenses. 

· Johnson & Johnson • Merck Consumer Pharmaceuticals Co., a 50/50 joint venture, was formed in 1989 to develop and market a broad range of nonprescription products. 

· Ortho Biotech, the first biotechnology company developed and operated as a subsidiary of a major health care manufacturer, was formed in 1990. 

· Johnson & Johnson's skin care business was expanded with the 1993 acquisition of RoC, S.A., of France and the addition in 1994 of Neutrogena Corporation. 

· The 1994 acquisition of Clinical Diagnostics from Kodak expanded Johnson & Johnson's existing diagnostic businesses. Ortho Diagnostics Systems and Clinical Diagnostics combined in 1997 to form Ortho-Clinical Diagnostics.

· Johnson & Johnson Health Care Systems Inc. was developed in 1994 with the joining of Johnson & Johnson Hospital Services and Johnson & Johnson Advanced Behavioral Technologies. 

· Johnson & Johnson and Cordis Corporation merged in 1996 to become Cordis -- a leading company in cardiology and the treatment of circulatory diseases. 

· DePuy, Inc., a leading manufacturer of orthopaedic products, was acquired in 1998. 

· The AVEENO line of colloidal oatmeal and other skin care products was purchased in 1999 from S.C. Johnson & Son, Inc. 

· Centocor, Inc. , a leading biopharmaceutical company, became a wholly owned subsidiary of Johnson & Johnson in 1999. 

· BabyCenter, L.L.P., an Internet information and commerce company specifically serving the needs of parents and parents-to-be, was purchased in 2001. 

· ALZA Corporation, a leading developer and manufacturer of drug delivery-based pharmaceutical products, was acquired in 2001. 

· Inverness Medical was acquired in 2001 to expand Johnson & Johnson's diabetes franchise. 

· Tibotec-Virco, a Biopharmaceutical company was acquired in 2002.

Company and Financial Highlights   

· More than 164,200 registered shareowners. 

· Family of companies consisting of more than 197 operating companies in 54 countries. 

· Sells products in more than 175 countries.

· 106,100 employees, more than 40,000 in the United States.                                                     

· Johnson & Johnson was ranked 47th on the 2002 Fortune 500
· Sales exceeded $30 billion for the first time, growing by 10.6%
· Earnings per share were $1.84, up 14.3%

· 2001 was their 69th consecutive year of increased sales and our 17th consecutive year of double digit earnings increases 

· Debt in: Long-term Debt/Equity is .11 Long-term Debt/Assets  0.09  TotalDebt/Equity 0.06 Current Total Debt (mil) $2,894.0 Current LT Debt (mil) $2,225.0

Advantages and Disadvantages:

JNJ is a strong a company, with a good reputation.

There will always be a need for Drugs & Health care needs. As long JNJ can come up with new and helpful Health Care inventions and research goes ahead there will be a need.  Like all businesses there is always going to be Competition, which can be an advantage to pursue the unknown. 

On of the disadvantages are lawsuits against drugs or medical devices. News of Lawsuits can always bring a stock down in price.  Just as the news with Tylenol a few years back.  

THE FOLLOWING IS A LIST OF COMPETION IN THE DRUG MANUFACTURERS/MAJOR INDUSTRY AND A MARKET CAPITOL OF EACH: 

· PFIZER INC
              

 


  $207,074,659
 

· JOHNSON & JOHNSON 

      



  $164,321,470 

· GLAXOSMITHKLINE PLC 





  $129,179,960 

· MERCK & CO 






  $114,051,411 

· NOVARTIS AG ADS 
 




  $109,546,470

· ASTRAZENECA PLC
  




  $64,093,120

Judgments for the SSG:

Quicken consensus for the 5-year earnings estimates is 14%

Multex Investor’s 16-analyst Mean for long term earnings is 14%

Earnings.com mean for 5-year term earnings is 15.5% 

Based on valuation of Value Line whom was the most conservative. I chose my estimated future sales growth at 9.5% and the estimated future earnings per share growth at 13.5

Value Line also shows a Financial Strength rating of A++ which is one of a few Industrial companies in the U.S. that commands this high of a rating. 

I found the P/E section to be normal so I didn’t use any outliers.

I used a ten-year high /low PE.  A high P/E of 27.2 with an estimated high earning/share of EPS of 3.63 that gives a forecasted high price of 98.7.

With a present price of 54.580, the upside potential is 2.0:1 with a relative Value of 101.1%.  With projected Annual Compounded Return (Par) 11.7 versus the Annual Compounded Rate of 15.8% at the present price as stated above the stock is in the hold zone. They have been a sound company but still moving forward despite their age. I am recommending that we put this stock on our watch list.  We would have a potential to earn double digits if we would buy anytime at or below $48.70 per share.   

