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Johnson & Johnson Segments and Patents
The company’s segments include the consumer, pharmaceutical and medical devices segments ("Johnson & Johnson: Annual Report 2017", 2017). The consumer segment involves a broad range of products such as oral care, baby care, over the counter pharmaceuticals among other products. The pharmaceutical segment involves six therapeutic fields including Neuroscience, infectious diseases and vaccines, Immunology, Cardiovascular and Metabolism, Pulmonary hypertension, and Oncology. The medical section consists of a variety of products used in cardiovascular, eye health, surgery and diabetes fields. Johnson & Johnson Company has various subsidiaries globally, and the company has the patent protection of the processes and products in markets it carries out its operations ("Johnson & Johnson: Annual Report 2017", 2017). 
Financial Analysis and the Future of the Company
This section analyzes the financial statement through a ratio analysis in determining the company’s liquidity, profitability, and efficiency. 
	
	
	
	
	
	2017
	2016
	2015

	
	
	
	
	
	
	$"000,000"
	$"000,000"
	$"000,000"

	Liquidity Ratios 
	
	
	
	
	
	

	Current Ratio = Current Assets/Current Liabilities 
	
	
	

	Current assets 
	
	
	
	
	43,088
	65,032
	60,210

	Current liabilities 
	
	
	
	
	30,537
	26,287
	27,747

	Current ratio
	
	
	
	
	1.41
	2.47
	2.17

	
	
	
	
	
	
	
	
	

	Debt ratio = Total liabilities/ Total assets 
	
	
	
	

	Total liabilities 
	
	
	
	
	97,143
	70,790
	62,261

	Total assets 
	
	
	
	
	157,303
	141,208
	133,411

	Debt ratio
	
	
	
	
	0.62
	0.50
	0.47

	
	
	
	
	
	
	
	
	

	Efficiency Ratios 
	
	
	
	
	
	

	Inventory Turnover = Cost of goods sold/ Inventory 
	
	
	

	Cost of goods sold 
	
	
	
	
	25,354
	21,685
	21,536

	Inventory 
	
	
	
	
	8,765
	8,144
	8,053

	Inventory turnover 
	
	
	
	289%
	266%
	267%

	
	
	
	
	
	
	
	
	

	Fixed asset turnover = Net sales/ Fixed assets 
	
	
	
	

	Net sales 
	
	
	
	
	76,450
	71,890
	70,074

	Fixed assets 
	
	
	
	
	114,215
	76,176
	73,201

	Fixed asset turnover 
	
	
	
	67%
	94%
	96%

	
	
	
	
	
	
	
	
	

	Total asset turnover = Net sales/ Total assets 
	
	
	
	

	Net sales 
	
	
	
	
	76,450
	71,890
	70,074

	Total assets 
	
	
	
	
	157,303
	141,208
	133,411

	Total assets turnover 
	
	
	
	49%
	51%
	53%

	
	
	
	
	
	
	
	
	

	DSO = Accounts receivable/ Sales * 365
	
	
	
	

	Accounts receivables 
	
	
	
	13,490
	11,699
	10,734

	Sales 
	
	
	
	
	
	76,450
	71,890
	70,074

	Days sales outstanding 
	
	
	
	64
	59
	56

	
	
	
	
	
	
	
	
	

	Capital gearing ratio = Equity/Long term liability
	
	
	

	Equity 
	
	
	
	
	
	60,160
	70,418
	71,150

	Long term liabilities 
	
	
	
	
	39,147
	22,442
	12,857

	Capital gearing ratio
	
	
	
	1.54
	3.14
	5.53

	
	
	
	
	
	
	
	
	

	Profitability Ratios
	
	
	
	
	
	

	Net profit margin = Net profit/Revenue*100
	
	
	
	

	Net profit 
	
	
	
	
	1,300
	16,540
	15,409

	Revenue 
	
	
	
	
	
	76,835
	72,258
	72,266

	Net profit margin 
	
	
	
	
	2%
	23%
	21%

	
	
	
	
	
	
	
	
	

	Return on sales = Net income/ Net sales  
	
	
	
	

	Net income 
	
	
	
	
	1,300
	16,540
	15,409

	Net sales 
	
	
	
	
	76,450
	71,890
	70,074

	Returns on sales 
	
	
	
	
	2%
	23%
	22%

	
	
	
	
	
	
	
	
	

	Return on assets = Net Income/ Total assets 
	
	
	
	

	Net income 
	
	
	
	
	1,300
	16,540
	15,409

	Total assets 
	
	
	
	
	157,303
	141,208
	133,411

	Return on assets 
	
	
	
	
	1%
	12%
	12%

	
	
	
	
	
	
	
	
	

	Return on equity = Net income/ Shareholders' equity 
	
	
	

	Net income 
	
	
	
	
	1,300
	16,540
	15,409

	Shareholder's equity 
	
	
	
	60,160
	70,418
	71,150

	Return on equity 
	
	
	
	
	2%
	23%
	22%


Liquidity Ratios
The liquidity ratios indicate the company’s ability to settle the short obligations and the long-term obligations when they become payable within a year. The liquidity ratios suggest that the company does not have liquidity problems. However, the ratios have been on the decline over the three years under analysis. This suggests that the company will have liquidity problems if the trend continues. Therefore, unless the company improves its liquidity, it will likely face liquidity problems in the future. 
Efficiency Ratios
The efficiency ratios assess the company’s ability to use the available assets and equity in generating sales revenue. The ratios indicate that the company utilizes its assets and equity in making sales. However, an overview of the trend over the last three years suggests a decline in the efficiency ratios indicating the company efficiency is declining over the three years. 
Profitability Ratios
The profitability ratios indicate the firm’s ability to generate profit from its operations. As noted in the calculations, the profitability ratios are positive indicating the company has made a profit over the three years under consideration. However, like the ratios discussed above, the profitability ratios show a declining trend meaning the company is likely to make losses if the trend continues. 


Johnson & Johnson Beta
The company’s beta is 0.60 ("JNJ Key Statistics | Johnson & Johnson Stock - Yahoo Finance", 2018). This indicates that the return of Johnson & Johnson stock moves similarly with the market return. However, the return on the company’s stock is less volatile than the market volatility. 
Competitors
The healthcare industry has experienced stiff competition over the recent past. Johnson & Johnson corporation faces competition from various competitors including Procter and Gamble, Pfizer Inc, Mckesson Corporation, Abbvie Inc and Cardinal Health Inc among others ("Johnson & Johnson Competition Data by Company - CSIMarket", 2018). However, Johnson & Johnson leads in market capitalization amounting to $343.712 billion with the closest competitor (Procter and Gamble) having a market capitalization of $ 205.012 billion ("Johnson & Johnson Competition Data by Company - CSIMarket", 2018). 
Conclusion
The general trend in the financial performance of Johnson & Johnson indicates a negative direction. Therefore, the company is likely to perform poorly in the coming years if appropriate strategies are not implemented to increase the company’s liquidity, efficiency, and profitability. Although the company is among the largest in the healthcare industry, it faces stiff competition, increased regulations, and damaged reputation challenges. Therefore, the company’s performance is considerably declining as indicated by the past three year’s financial performance analysis. Investors focus on the company’s trend on performance. Thus, the company’s financial report is likely to put off investors, and the company’s financial projection is expected to deteriorate.
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