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SHARE INFORMATION

Share Code JNJ

Industry Pharmaceuticals

Sector Health Care

Market Capital (USD m) 379 434

Current Price (USD) 144.02

Target Price 161.00

Price - 52 Week High: 157.00

Price - 52 Week Low: 109.16

Dividend Yield 2.81%

Beta 5 Year 0.70

VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 22.5x 4.6x 12.5x

Current Year Est 18.6x 4.8x 14.2x

Expected 15.9x 4.4x 12.4x

JOHNSON & JOHNSON (NYSE:JNJ)

RECOMMENDATION: BUY

Johnson & Johnson is a holding company, engaged in the research and

development, manufacture and sale of a range of products in the healthcare field. It

operates through three segments: Consumer, Pharmaceutical and Medical Devices.

Iconic brands within the group include Listerine, Nicorette, Neutrogena, Band-Aid,

and Johnson's Baby.

FUNDAMENTAL/TECHNICAL OVERVIEW AND COMMENTS

On 14 April 2020, Johnson & Johnson reported its first-quarter results for the three

months ended 31 March 2020. Company sales in the first quarter totalled $20.69

billion, an increase of 3.3% (1Q2019: $20.02 billion). Adjusted earnings per share

increased by 9.5% to $2.30 per share (1Q2019: $2.1 per share). The Consumer

segment contributed 17.52% to sales, Pharmaceuticals contributed 53.81%, and the

Medical Devices segment contributed the remaining 28.67%.

The Consumer segment sales grew by 9.2% compared to the same period in the prior

year. Excluding the impact of acquisitions and divestitures, worldwide sales grew by

11%. The growth in the segment was mainly driven by OTC products, including Tylenol

and Motrin, upper respiratory products such as Zyrtec, and digestive health products.

Other contributors to the growth of this segment include Listerine in mouthwash and

oral care products, and Neutrogena and Aveeno in skin health/beauty products.

Johnson & Johnson reports that the Consumer Health segment was positively

impacted by the increased demand related to the COVID-19 pandemic and strong flu

season.

The Pharmaceutical business reported sales growth of 8.7% (excluding the net impact

of acquisitions and divestitures, sales grew by 10.2%). The increase in this segment

was driven by Stelara, Darzalex, Imbruvica, Invega, Erleada, Opsumit, Tremfya and

Prezista. This growth was partially offset by biosimilar and generic competition, with

declines primarily in international Velcade, a proteasome inhibitor for the treatment

of multiple myeloma, Remicade, a biologic approved for the treatment of several

immune-mediated inflammatory diseases, and Procrit, a treatment for chemotherapy-

induced anaemia and patients with chronic kidney disease. During the quarter, the

European Commission approved the expanded use of Erleada for treatment of

patients with metastatic hormone-sensitive prostate cancer and Stelara for pediatric

treatment of patients with moderate to severe plaque psoriasis.

The Medical devices segment reported a decline of 8,2% in revenue, mainly due to an

operational impact of 6.9%. The decline in growth from the Medical sector was driven

primarily by the COVID-19 pandemic and the associated deferral of medical

procedures to Surgery, Orthopaedics, Interventional Solutions and Vision businesses.

During the quarter, Johnson & Johnson released Heartline, a virtual study designed to

explore if an iPhone App and Apple Watch can help reduce the risk of a stroke. During

the first quarter, JNJ incurred $14 million of Medical Device Regulation (MDR) costs.

These one-time compliance costs are for the company’s previously registered

products. MDR is a replacement of the existing European Medical Devices Directive

regulatory framework, and manufacturers of currently marketed medical devices are

required to comply with EU MDR, beginning in May 2021.

Johnson & Johnson may face headwinds due to the impact of the COVID-19 pandemic,

economic factors such as interest rate and exchange rate fluctuations, competition,

and ongoing litigation risk. The risk associated with COVID-19 includes government

actions and restrictive measures that are implemented, which results in material

delays and cancellations of medical procedures and supply chain disruptions for the

company. The company is assessing the economic impact resulting from the effects of

COVID-19 on the supply chain and expects it to lead to continued pricing pressures.

Johnson and Johnson anticipate that as a result of the pandemic, greater interest and

focus will be placed on health, the importance of quality health care and global public

health, which will act as a tailwind for the company.

As at the time of writing, JNJ was trading at a forward price to earnings ratio of 17.34,

price to book of 6.02 and dividend yield of 2.81%. The share’s year to date

performance is -1.26%, while the S&P500 has lost 4.43% year to date. According to a

report published by Reuters on 18 June 2020, the European Commission is in

advanced talks to buy up-front doses of Johnson & Johnson’s COVID-19 vaccine which

is under development.

Research contributors

Pieter-Jan van Niekerk, Charissa Potgieter, Schalk Louw.
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Net profit margin has increased to 28.01% for 1Q2020 (1Q2019:

18.73%).

The historic dividend yield is at 2.81%, which is slightly above the

long-term average of 2.73%.

Net Debt-to-Equity has increased since 1Q2015 and decreased

marginally to 41% for the first quarter of 2020 (1Q2019: 42%).

Johnson & Johnson is trading at a price to book of 6.02, one

standard deviation away from its mean of 5.17.

ROE on common equity was up to 9.6% for 1Q2020 (1Q2019:

6.32%).

The company’s forward PE is at 17.34, which is one standard

deviation above its long term average of 16.27.
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** Source Q1 JNJ results presentation
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

JNJ's 52-week high/low is $157/$109.16 respectively, currently trading at $144 per share. The company's year to date performance is -1.26%

and the stock at the time of writing, was trading below its 50-day moving average and above its 200-day moving average. Short-term

support can be found at the 200-day moving average currently at $139.91, followed by the 61.8% Fib retracement level at $139.21.The 50-

day moving average @ $147.49 could act as an initial resistance point. According to the relative strength index and stochastic oscillator, the

share seems to be oversold.

Daily JNJ 2019/03/26 - 2020/07/10 (NYC)
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