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Johnson & Johnson NYSE: JNJ

Target Price: $202.00

Market Cap: $423.94B

Recommendation: BUY
P/E Ratio: 15.3

Current Price: $159.86

Dividend Yield: 2.8%

EV/EBITDA: 12.9

Stop Loss:

Beta: 0.54

EBITDA Margin: 34.3%

52 Week High/Low: 186.69/ 155.72

ROE: 24.1%

Gross Margin: 67.9%

Company Background:
Founded in 1886, Johnson & Johnson carries a wide range of healthcare products in the
consumer health, pharmaceutical, and medical devices industries. They create products

focused on human well-being and health.
Industry Outlook:

For MedTech & Pharmaceuticals, R&D spending is high, M&A is crucial to longevity and
growth, there is growing consumer demand, and the industry received boosts in operations
from COVID-19. For Consumer Health, there is a demand shift in self-medication products,

consumers are health conscious, and brand loyalty is significant.
For capital allocation, investment in M&A as well as dividends and share repurchases are
appealing. They have a focus on the future with a $15 billion R&D budget and enhanced drug
pipeline. Their business model is strong and consistent with 60 years of dividend increases
and an AAA credit rating.
Patent expirations and competition having successful R&D play a factor in future operations
for J&J. There are safety concerns being a healthcare company. Ongoing economic conditions

in US and internationally effect the business, especially the global supply chain in which J&J
relies on.




Financial Performance
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% Margm 332% 33.6% 34.4% 31LT% 321% 33.0% 33.00% 33.0% 34.00% 34.0% 34.00% 34.0% 34.00% 34.0% 34.00%
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R&D Expense $10.775 $11358 $12.159 $14.714 $14.140 $14.191 $14.677 S15,004 $15.567 $17,102 $17.616 Si18144 S18 688 $19249 $19.826
% Margm 13.2% 138% 14.7% 15.7% 14.4% 14.7% 14.9% 14.9% 15.0% 16.0% 16.0% 16.0% 16.0% 16.0% 16.0%
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% Margm 40.8% 40.5% 41.0% 413% 40.9% 432% 43.1% 41.0% 41.1% 422% 422% 422% 42.1% 422% 422%
Other (Expense NVlacome S0 S0 S0 S0 S0 S0 pd S0 0 S0 0 S 0 S S0
% Margn 0.00% 0.00% 0.00% 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%%
EBIT 21175 $21263 20314 $25247 $25673 $23 084 $23 689 $26,190 $25 858 $25470 $26,198 27,039 $27.361 $28 659 $29.534
% Margm 26.00% 289% 24.6% 269% 27.00% 238% 24.0% 2600 249% 23.8% 28% 23.8% 9% 23.8% 2.5%
Income Tax Expease $2.702 $2.208 S $1898 $3.784 3483 £3.849 3928 $ISTS 821 $3930 $4.086 $4.179 $4303 $4.430
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% Margin 26% 232% 224% 249% 231% 203% 204% 221% 212% 203% 202% 203% 203% 203% 203%
Add: D&A $6,9290 $7,009.0 $7.2310 $73%00 $7.992.14 $814.72 $8297.41 $846335 $8,717.26 $897878 $9,24814 $9,52558 $9.81135 $10,105.69 $10,408 85
% Reverue 5% 85% 5% 7% 84% 4% 84% 4% 24% 4% 4% 4% 24% 4% 4%
Less: Capex $3,670.00 $3438.00 $3347.00 $3,652.00 $354175 $3,207.38 409293 $4.399.20 $4,72950 $5,084.64 $546599 $5875.94 $631663 $6,79038 $7299.66
% Revenue 4.50% 426% 4.05% 389% 4 3.73% 393% 4.14% 437T% 4.56% 4.76% 4.96% S5.18% 541% 564% S5.89%
Less: Change In NWC 404 $7.224 $4343 41,721 $2,563 $3,102 $2,072 $1,504 $2310 $2,247 $2,033 $2023 $2,153 $2,114 $2,081
% Revere 050% 230% 526% 1.84% 32% 3% 26% 20% 29% 25% 26% 26% 2T% 2T% 26%
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% Reverue 26.1% 187% 219% 0.7% 250% 215% 225% 246% 28% 2185% 2185% 217T% 214% 213% 211%

aluation: Discounted Cash Flow Analysis

Implied Perpetuity Growth Rate

Terminal Year FCF $26,132
Discount Rate 5.50%
Terminal Value $586,510
Perpetuity Growth Rate 1.00%
|_|
PV of FCF $192,722
PV of Terminal Value $343,361
Enterprise Value $536,083
P $32,027 Sensitivity Analysis and Implied Share Price
Add: Cash & Equivalents $34,079 Discount Rate
4.50% 5.00% 5.50% 6.00% 6.50%
Equity Value s538,135 =2 0.50% 2358176 209.56651 188.53947 459
Diluted Shares Outstanding 2,664 s 0.75% 246.81867| 217.83197 194.91677 3414
Implied Share Price $202.00 g_g 1.00% 259.39132| 227.13063| 202.00266( 181.87103 ; 5
Current Price $162.40 g 1.25% 237.6691 209.92218 187.98264| 170.19437,
Margin of Safety 19.61% (0] 1.50% 249.71307 218.83164 194.77333 175.49462
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