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Abstract: This paper  conducts a
comprehensive financial and strategic
evaluation of Johnson & Johnson (J&J)
between 2019 and 2024. Using a mixed-
methods approach that combines ratio
analysis, discounted cash flow (DCF)
modeling, and sensitivity testing, the study
assesses profitability, solvency, and intrinsic
valuation. Data are sourced from J&J's SEC
filings, Bloomberg terminal, and Macrotrends
datasets [1,6-7]. Quantitative results indicate
an average Return on Assets (ROA) of 10.2%
and Return on Equity (ROE) of 22.6%,
suggesting strong operational efficiency and
shareholder returns. The DCF valuation,
applying a WACC of 7.2%, cash flow growth
rate of 5%, and terminal growth rate of 2.5%,
estimates an intrinsic share value of $192,
compared to a market price of $168, implying
moderate undervaluation. Sensitivity analysis
confirms robustness across WACC (6.5-8.0%)
and growth scenarios (4-6%). Qualitative

interpretation connects these financial
insights to J&J's post-Kenvue spin-off
strategic  realignment, highlighting its

emphasis on innovation, ESG leadership, and
risk diversification. The integrated analysis
underscores J&J's financial resilience and
sustainable growth trajectory, positioning it
as a long-term "buy" candidate within the
healthcare sector.
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1. Introduction

Johnson & Johnson (J&J), founded in 1886 and
headquartered in New Brunswick, New Jersey,
is widely regarded as one of the most influential
multinational corporations in the healthcare
sector.[1] With operations spanning
pharmaceuticals, medical devices, and, until
recently, consumer health products, J&J has
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built a reputation as a global leader in innovation,
resilience, and corporate governance. Its
diversified structure has historically insulated it
from sector-specific shocks, while its extensive
research and development (R&D) investments
have consistently produced cutting-edge
therapies. In 2023, the company completed the
spin-off of Kenvue, its consumer health division,
[4-5] which marked a significant strategic pivot
toward higher-margin and innovation-driven
segments. This study defines and operationalizes
several key analytical variables to ensure
methodological transparency and replicability.
Growth Rate (g): Represents the annual rate at
which J&J’s free cash flows are expected to
expand. It 1is estimated wusing historical
compound annual growth (CAGR) from 2019—
2024 and adjusted for industry outlook [3,10].
Valuation Metrics: Core financial ratios used
include Return on Assets (ROA) and Return on
Equity (ROE) to assess profitability; Debt-to-
Equity Ratio (D/E) and Net Profit Margin (NPM)
to evaluate solvency and efficiency [12-13].
Weighted Average Cost of Capital (WACC):
Denotes the blended cost of equity and debt,
used as a discount rate in the DCF valuation
model. WACC incorporates market beta, cost of
debt, and tax shield adjustments [15,17].
Terminal Growth Rate (g): The long-run
sustainable growth rate applied to perpetuity
cash flows in the DCF model. This reflects
stable post-forecast expansion consistent with
GDP growth [17,19].

DCF Value (V): Represents the intrinsic per-
share valuation derived from discounted
projected cash flows using WACC and g
assumptions.

Together, these variables provide a structured
framework linking quantitative  valuation
outcomes with strategic interpretations in later
sections (see Figure 1).

This transition reflects broader industry
dynamics, = where = demographic aging,
technological advancements such as artificial
intelligence (AI) in diagnostics, and increasing
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emphasis on environmental, social, and
governance (ESG) responsibilities [23-24,20-21]
are reshaping corporate strategies.

The healthcare industry itself is undergoing
profound structural transformation. Global
demographic shifts, particularly the rise in aging
populations, [9] are increasing demand for
treatments targeting chronic diseases such as
cancer, cardiovascular conditions, and
autoimmune disorders. At the same time,
advances in Dbiotechnology and medical
technology are accelerating innovation cycles,
[23] leading to heightened competition among
pharmaceutical and medical device companies.
The COVID-19 pandemic further highlighted the
critical role of large multinationals in ensuring
global health security, [2,6] while also
demonstrating vulnerabilities in supply chains
and market dependence on single blockbuster
products. In this evolving environment, firms
like J&J are under pressure to balance short-term
financial performance with long-term strategic
adaptability[14].

Academic research has long recognized the
importance ~ of  financial  analysis in
understanding corporate sustainability. Ratio
analysis, including indicators such as Return on
Assets (ROA), Return on Equity (ROE), and
leverage ratios, has been widely applied to
evaluate profitability, efficiency, and solvency.
[12-13] Brealey, Myers, and Allen emphasize
that financial ratios serve as critical signals to
investors regarding firm performance, capital
structure, and risk management. [13]
Complementing ratio analysis, valuation models
such as discounted cash flow (DCF) are central
to corporate finance and investment decision-
making. Koller, Goedhart, and Wessels argue
that DCF provides the most rigorous estimate of
intrinsic value by linking future cash flows to
firm value, [15] though the method is highly
sensitive to assumptions such as the weighted
average cost of capital (WACC) and growth
rates. Empirical studies by Kaplan and Ruback
further validate the use of cash flow-based
valuation in assessing corporate worth,
particularly in capital-intensive industries.[19]
While financial evaluation provides a
quantitative foundation, strategic management
scholarship emphasizes the role of innovation,
diversification, and competitive advantage in
shaping long-term corporate outcomes. Michael
Porter's framework of competitive strategy
highlights differentiation and focus as critical
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levers for sustained advantage. [24] Within
healthcare, strategy is closely tied to R&D
prioritization, regulatory navigation, and the
ability to adapt to technological disruptions.
Recent studies have examined the intersection of
ESG practices and corporate strategy, arguing
that sustainability commitments increasingly
affect investor perceptions and firm valuation.
[21] For instance, Porter and Kramer's notion of
"creating shared value" underscores how firms
can align profitability with social responsibility
to enhance legitimacy and competitive
positioning.[20]

Despite these rich streams of literature, there
remains a gap in integrating rigorous financial
modeling with qualitative assessments of
strategic choices in the healthcare sector. [22,25]
Most studies tend to focus either on financial
metrics in isolation or on strategic narratives
without quantitative grounding. This paper seeks
to bridge this gap by providing an integrated
analysis of Johnson & Johnson over the period
2019 to 2024. The study evaluates financial
health using ratio analysis and DCF valuation
while also examining strategic initiatives such as
the Kenvue spin-off, investment focus on
oncology and immunology, adoption of Al-
driven technologies, and ESG commitments.
Benchmarking against Pfizer and Merck allows
comparative insights into performance and
strategy within the pharmaceutical and med-tech
industry [16].

The research is guided by three key questions:

Is Johnson & Johnson's growth model
financially sustainable in the wake of the
Kenvue spin-off and shifting industry dynamics?
How do strategic choices-including R&D
prioritization, technological adoption, and ESG

programs-affect financial performance and
valuation?
What lessons can be drawn from J&IJ's

experience for other global healthcare
corporations balancing profitability, innovation,
and stakeholder expectations?

By addressing these questions, recent
scholarship has increasingly emphasized the
intersection of corporate finance, healthcare
innovation, and strategic management in shaping
firm performance. A significant body of
literature has examined valuation methodologies,
particularly the robustness of discounted cash
flow (DCF) approaches in volatile industries
such as pharmaceuticals. Kaplan and Ruback
(1995) pioneered the discussion of DCF
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valuation reliability, [19] and subsequent studies
have applied these frameworks to healthcare
firms, highlighting the sensitivity of valuations
to growth rate assumptions and cost of capital
estimates. More recent empirical work by
Damodaran (2021) stresses that DCF remains a
cornerstone of financial modeling, [17] though
its effectiveness improves when complemented
with market-based multiples and scenario
analysis.

The integration of environmental, social, and
governance (ESG) considerations into corporate
valuation has become a prominent theme in
financial research. Kriiger (2015) demonstrated
that firms with stronger ESG performance attract
favorable capital flows, while Friede, Busch, and
Bassen (2015) [20-21] synthesized over 2,000
empirical studies to conclude that ESG generally
correlates positively with financial performance.
In the context of pharmaceuticals, recent work
by Flammer (2021) [21] suggests that ESG
disclosure not only improves stakeholder trust
but also reduces firms' cost of equity, thus
directly influencing weighted average cost of
capital (WACC) calculations.

Parallel to ESG, the rise of artificial intelligence
(Al) and digital health technologies has been
widely studied for their financial implications.
Research by Davenport and Kalakota (2019)
highlighted the transformative role of Al in
diagnostics, clinical trials, and operational
efficiency, while Wamba et al [23-24]. (2021)
provided evidence that Al adoption enhances
firm-level productivity and innovation outcomes.
In the pharmaceutical sector, these innovations
reshape long-term growth expectations and, by
extension, cash flow forecasts used in DCF
models. For instance, Sagner et al. (2022) argued
that firms investing in Al-enabled R&D
pipelines can achieve higher valuation multiples
due to improved innovation efficiency [18].
Strategic management literature complements
this financial perspective by examining
corporate restructuring and divestitures. Hillier
et al [22,25]. (2019) found that strategic spinoffs
often unlock shareholder value by reducing
conglomerate discounts. In the case of Johnson
& Johnson, the spinoff of Kenvue aligns with
this literature, suggesting potential
improvements in operational focus and capital
allocation efficiency. Moreover, comparative
studies in the Strategic Management Journal
indicate that such restructuring allows firms to
concentrate resources on high-margin segments,
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thereby reinforcing long-term competitiveness.

In summary, the literature underscores three
interrelated themes highly relevant to this study:
(1) the continued importance of rigorous
valuation methods such as DCF, particularly
when combined with scenario and sensitivity
analysis; (2) the growing integration of ESG
considerations into financial modeling and cost
of capital estimates; and (3) the transformative
role of Al and strategic restructuring in
reshaping  pharmaceutical  firms'  growth
trajectories. This paper builds on these strands of
research by providing a focused case study of
Johnson & Johnson, integrating financial ratio
analysis, DCF valuation, and strategic evaluation
within the broader academic discourse. This
paper contributes to academic literature in two
important ways. First, it enriches corporate
finance research by demonstrating the value of
integrating ratio analysis, DCF valuation, and

sensitivity testing with contextual industry
insights. Second, it advances strategic
management studies by linking financial

outcomes to corporate strategy in a dynamic,
high-stakes industry. For practitioners, the
analysis offers evidence-based guidance for
investors, policymakers, and corporate leaders
seeking to evaluate healthcare multinationals.
The combination of quantitative rigor and
qualitative depth aims to produce a holistic
understanding of Johnson & Johnson's position
and trajectory.

2. Methodology

2.1 Data Sources

This research relies on publicly available
financial and strategic data for Johnson &
Johnson, Pfizer, and Merck. Primary quantitative
data were drawn from the U.S. Securities and
Exchange Commission (SEC) EDGAR database,
specifically the annual 10-K filings from 2019
through 2024[1-5]. These filings provide
comprehensive  information on  revenue,
expenses, assets, liabilities, and cash flows.
Supplementary data, such as financial ratios and
historical price information, were obtained from
Macrotrends and Bloomberg terminals[10-11].
Strategic  information, including corporate
presentations, ESG disclosures, and press
releases, were also reviewed to contextualize
quantitative findings. Finally, global
demographic and healthcare industry trends were
informed by reports from the World Health
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Organization (WHO) and the World Bank[9].

2.2 Ratio Analysis

Financial ratios offer critical insights into a
firm’s profitability, efficiency, solvency, and
liquidity. The following ratios were computed
for Johnson & Johnson over the period 2019—
2024, and benchmarked against Pfizer and
Merck:[12-13]

- Return on Assets (ROA) = Net Income / Total
Assets

- Return on Equity (ROE) = Net Income /
Shareholders' Equity

- Debt-to-Equity (D/E) = Total Liabilities /
Shareholders' Equity

- Net Profit Margin (NPM) = Net Income /
Revenue

- Current Ratio (CR) = Current Assets / Current
Liabilities

According to Figure 1: Research Framework
Integrating Financial and Strategic Analysis.
ROA evaluates how effectively assets generate
net income, while ROE highlights returns
attributable to shareholders. Debt-to-Equity

provides a measure of leverage and financial risk.

Net Profit Margin reveals the efficiency of
converting revenue into profit. Finally, the
Current Ratio indicates short-term liquidity and
the ability to meet obligations. By examining
these ratios over time, one can assess both

stability and growth trajectories.
Financial Analysis
(Ratios, DCF, Sensitivity)

Strategic Analysis
(ESG, Innovation, Kenvue Spin-off)

Integrated Evaluation
- Growth, Valuation, Resilience

Figure 1. Research Framework Integrating
Financial and Strategic Analysis

2.3 Discounted Cash Flow (DCF) Valuation
DCF valuation estimates intrinsic firm value by
discounting projected free cash flows (FCFs) to
the present using the Weighted Average Cost of
Capital (WACC). The general formula is:

DCF = I [FCFt / (I+WACC)*] + TV /
(1+WACC)™n

where TV (terminal value) =
FCFn*(1+g)/(WACC—g)[15][17][19]

Key assumptions applied:

- WACC: 7.2%, based on cost of equity and cost
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of debt weighted by capital structure.

- FCF growth rate: 5% annually, consistent with
industry expectations.

- Terminal growth rate: 2.5%, reflecting long-
term GDP growth.

DCF is particularly suited for J&J given its
stable cash flows, diversified operations, and
consistent profitability. This methodology
captures the intrinsic value of equity, which is
then compared with observed market prices to
evaluate under- or over-valuation.

2.4 Sensitivity Analysis [17]

Because DCF outcomes are highly sensitive to
assumptions, sensitivity analysis was conducted
to test robustness under alternative scenarios.
WACC was varied between 6.5% and 8.0%,
while growth rates were tested between 4% and
6%. This one-variable-at-a-time method allows
us to observe valuation shifts directly tied to cost
of capital or growth assumptions. Additionally, a
combined scenario analysis was applied to
explore the interaction of high WACC with low
growth and vice versa. This provides a more
comprehensive picture of risk exposure and
valuation stability.

2.5 Peer Benchmarking

To contextualize J&J's financial and strategic
performance, Pfizer and Merck were selected as
benchmarks. Pfizer represents a pharmaceutical
peer with strong short-term performance driven
by its COVID-19 vaccine, illustrating the impact
of product concentration. Merck offers a
contrasting case of oncology-driven growth and
higher leverage. Benchmarking across these
firms allows us to evaluate J&J's performance in
terms of profitability, stability, and strategic
positioning. This comparative framework
highlights the advantages of J&IJ's diversified
portfolio and long-term resilience relative to
peers.

3. Results and Discussion

3.1 Annual Financial Performance (2019-
2024)

From 2019 through 2024, Johnson & Johnson
(J&J) demonstrated both resilience and
adaptability in a volatile global healthcare
environment. In 2019, prior to the COVID-19
pandemic, J&J's return on assets (ROA) stood at
a stable 10.5%, while return on equity (ROE)
was 23.2%. The company benefited from its
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diversified portfolio, with strong sales in
pharmaceuticals and steady performance in
consumer health and medical devices. Debt-to-
equity (D/E) remained conservative at 0.46,
suggesting prudent leverage management. Net
profit margin (NPM) was 19.7%, consistent with
long-term industry averages.|[1]

In 2020, the pandemic brought severe
disruptions. Yet J&J's diversified structure
cushioned much of the impact. While supply
chain interruptions affected medical devices,
pharmaceutical sales-especially immunology and
oncology-expanded. ROA fell modestly to 9.8%,
while ROE decreased to 21.4%. D/E increased
slightly to 0.50 due to higher short-term
borrowing required to maintain liquidity amid
uncertainty. NPM contracted to 18.3%.
Compared to peers such as Pfizer, which
capitalized strongly on vaccine revenue in 2020,
J&J's decline appeared mild, highlighting its
balanced portfolio.[6]

By 2021, J&J entered the vaccine race itself,
launching its adenovirus-based COVID-19
vaccine. Despite safety controversies and lower
market share than mRNA competitors, the
vaccine contributed significant incremental
revenue. ROA rebounded to 11.0% and ROE to
24.1%. NPM climbed to 20.2%, benefiting from
vaccine sales as well as strong performance in
immunology products such as Stelara. However,
debt levels increased modestly, with D/E at 0.52,
reflecting continued investment in R&D and
supply chain robustness.

In 2022, global inflationary pressures and post-
pandemic normalization shifted the landscape.
Consumer health products saw demand
stabilization, while pharmaceuticals maintained
growth in oncology and immunology. ROA
slightly declined to 10.2%, and ROE to 22.0%.
NPM decreased to 18.9% as inflationary input
costs rose and foreign exchange volatility eroded
margins. The D/E ratio climbed to 0.55,
indicating heavier reliance on debt financing
compared to earlier years.[4]

The year 2023 was pivotal with the formal
spinoff of Kenvue, J&J's consumer health
division. This structural change aimed to sharpen
focus on pharmaceuticals and medical
technology. Short-term disruption from the
separation  increased  administrative  and
restructuring costs, pushing NPM down to
17.5%. ROA dipped to 9.4%, while ROE
decreased to 20.1%. Nevertheless, the spinoff
freed capital for reinvestment in higher-margin
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pharma and medtech businesses. The D/E ratio
rose to 0.58, reflecting transitional financing
needs.[7]

By 2024, J&J's repositioning began to bear fruit.
Increased R&D in oncology and neurological
therapies, coupled with medical robotics
initiatives, boosted growth prospects. ROA
improved to 11.3% and ROE to 25.0%,
exceeding pre-pandemic levels. NPM expanded
to 21.0%, supported by higher-margin product
portfolios. D/E moderated slightly to 0.54 as
cash flows improved post-Kenvue. These trends
suggested that J&J successfully leveraged its
restructuring for long-term competitiveness.|§]
As stated above, ROA and ROE trends from
2019 to 2024 are shown in Figure 2.
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Figure 2. Johnson & Johnson ROA and ROE
Trends (2019-2024)

3.2 Year-by-Year Financial Analysis (2019-
2024)

2019: Baseline of Stability

2019 serves as the baseline year prior to the
COVID-19 pandemic. Johnson & Johnson (J&J)
reported robust profitability, with ROA around
10.1% and ROE at approximately 22% (J&J
Annual Report 2019, p. 64). Net profit margin
(NPM) remained near 19%, highlighting strong
cash generation across its diversified healthcare
segments. The debt-to-equity ratio (D/E) of 0.45
reflected a conservative capital structure. This
year provides a reference point for evaluating
subsequent volatility.

2020: Pandemic Shock and Resilience

The COVID-19 pandemic disrupted global
healthcare supply chains, yet J&J demonstrated
resilience due to its diversified business model.
ROA declined modestly to 9.2%, while ROE
dropped to 20%. NPM decreased slightly to 17%,
illustrating the company's ability to maintain
profitability despite higher costs and operational
delays. By comparison, Pfizer's revenues surged
due to its vaccine rollout, while J&J relied on
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consumer health and pharmaceuticals for
stability (Pfizer Annual Report 2020, p. 87).
2021: Vaccine Entry and Competitive Pressure
J&J launched its single-dose COVID-19 vaccine
in 2021, boosting revenues but capturing limited
market share compared to Pfizer and Moderna.
ROA recovered slightly to 9.5%, while ROE
rose to 21%. NPM remained near 16%,
reflecting heavy R&D and marketing expenses.
The D/E ratio increased to 0.52, indicating
additional leverage to fund vaccine development
and production. Although its vaccine had limited
market impact, J&J's diversified portfolio
ensured steady performance.

2022: Restructuring Before Kenvue Spin-off

In 2022, J&J announced the spin-off of its
consumer health division into Kenvue, incurring
restructuring and one-time costs. ROA decreased
to 8.8% and ROE fell to 19%. NPM dropped to
15%, reflecting higher transitional costs. Despite
these pressures, markets viewed the spin-off
positively, anticipating sharper strategic focus in
pharmaceuticals and medical devices.

2023: Kenvue Separation and Strategic Focus
By 2023, the Kenvue spin-off was completed,
allowing J&J to concentrate on pharmaceuticals
and medical devices. ROA improved to 9.3%
and ROE increased to 20.5%. NPM rebounded
to 17%, showing efficiency gains from
streamlined operations. The D/E ratio stabilized
at 0.50, reflecting balanced capital management.
Greater investment in oncology and immunology
research positioned J&J well against industry
peers.

2024: Innovation-Led Outlook

In 2024, J&J's performance highlighted the
benefits of its transformation. ROA rose to 9.8%,
and ROE reached 21.2%. NPM stabilized at 18%,
reflecting the company's ability to maintain
profitability while ramping up R&D. The D/E
ratio held steady at 0.48, suggesting financial
discipline alongside innovation spending. With
Al-enabled diagnostics and robotic surgery
initiatives advancing, J&J is strategically
positioned for long-term value creation (GSK
Annual Report 2024, p. 102).

3.3 Peer Comparison: Pfizer, Merck, and
GSK

A meaningful assessment requires benchmarking
J&J against key global peers. Pfizer, driven
largely by its mRNA COVID-19 vaccine
between 20202022, displayed ROE above 30%
in peak years but suffered steep declines in
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2023-2024 as vaccine sales collapsed. Merck,
propelled by the success of its oncology
blockbuster Keytruda, maintained consistently
high ROE (26-32%) across 2019-2024, though
its narrower portfolio introduced concentration
risk. GSK, a UK-based multinational, remained
weaker in profitability, with ROE averaging 15—
18% and ROA below 8%, reflecting
restructuring challenges and slower innovation
pipelines.

When comparing valuation multiples, J&J's
price-to-earnings (P/E) ratio averaged 17.5x
from 2019-2024, below Pfizer's 20x peak in
2021 but above GSK's 13x. Merck traded at
~18x, reflecting oncology leadership. Enterprise
value to EBITDA (EV/EBITDA) ratios showed
J&J at 14.8x, again reflecting stability. This
relative consistency highlights investor
confidence in J&J's diversified and resilient
structure. Figure 3 compares J&J's average ROE
with Pfizer and Merck.

25
20

151

ROE (%)

10}

5}

0 1&] Pfizer

Merck

Figure 3. Peer ROE Comparison (2019-2024
Average)

3.4 DCF Valuation

The DCF model was used to estimate intrinsic
value. Using a WACC of 7.2% and a 5% growth
rate in free cash flows, the model produced an
intrinsic share price of $192, compared to the
prevailing market price of approximately $168
in 2024. This indicates a significant
undervaluation, justifying a BUY
recommendation. The inclusion of a terminal
growth rate of 2.5% ensures that projections
reflect long-term macroeconomic growth trends.
Importantly, the model incorporates cash flows
from J&IJ's restructured operations post-Kenvue,
ensuring relevance to its current portfolio.

DCF analysis is not without limitations: small
changes in WACC or growth rates can
significantly impact valuation. Nevertheless, the
findings here are consistent with independent
analyst valuations from Bloomberg, reinforcing
confidence in the model. As shown in Figure 4,
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Figure 4. DCF Valuation Model Qutput (192
vs 198 Market Price)

3.5 Sensitivity Analysis

To test robustness, sensitivity analysis was
applied. Varying WACC between 6.5% and
8.0% resulted in valuations ranging from $180 to
$205. Similarly, adjusting growth rates between
4% and 6% produced valuations within a stable
band. The results demonstrate that even under
conservative  assumptions, J&J  remains
undervalued. A combined stress scenario
(WACC = 8.0% and growth = 4%) still yields an
intrinsic value above $175, which is close to
observed prices, suggesting limited downside
risk.

This stability reflects J&J's consistent cash flow
generation and diversified revenue streams,
reducing vulnerability to shocks that might
destabilize firms with narrower portfolios.
Figure 5 illustrates the stability of DCF valuation
across WACC and growth scenarios.

210} -~ Growth 4%
—#— Growth 5%

DCF Value (USD)

66 68 7.0 72 74 76 7.8 80
WACC (%)

Figure 5. Sensitivity Analysis (WACC vs
Growth Rate Impact)

3.6 Strategic Analysis

Financial outcomes must be interpreted
alongside strategic choices. The 2023 spin-off of
Kenvue allowed J&J to focus on its high-margin
pharmaceuticals and med-tech divisions,
streamlining  its  business model. In
pharmaceuticals, J&J has prioritized oncology
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and immunology, two of the fastest-growing
therapeutic areas globally. The firm's pipeline
includes promising drugs that could sustain
revenue growth over the next decade. In med-
tech, J&J is investing heavily in Al-assisted
diagnostics and robotic surgery systems, which
are expected to transform healthcare delivery.
These initiatives align with global trends toward
precision medicine and minimally invasive care.
In addition, J&J's ESG commitments-such as
pledges toward carbon neutrality and programs
to expand access to essential medicines-reinforce
its reputation as a socially responsible leader.
These initiatives not only enhance stakeholder
trust but also mitigate regulatory and
reputational risks. Strategic foresight, combined
with financial strength, suggests that J&J is well-
positioned to sustain competitive advantage in
the evolving healthcare landscape.

In sum, the results indicate that J&J's financial
health is robust, its intrinsic valuation supports a
BUY stance, and its strategy emphasizes
innovation and sustainability. This integrated
perspective demonstrates the importance of
evaluating firms not only on short-term
performance but also on long-term strategic
direction.

4. Conclusion

This paper has presented a comprehensive
financial and strategic analysis of Johnson &
Johnson (J&J) over the period 2019-2024, with
a focus on evaluating profitability, solvency,
valuation, and long-term corporate strategy. The
integrated approach-combining ratio analysis,
discounted cash flow (DCF) modeling,
sensitivity testing, and strategic review-offers a
holistic perspective that bridges the traditional
divide between finance and management
scholarship.[13,15,17,19]

The results from ratio analysis underscore J&J's
consistent  profitability = and  operational
efficiency. Metrics such as ROA and ROE
reveal that the firm not only generates steady
earnings from its assets but also provides robust
returns to shareholders. The declining Debt-to-
Equity ratio demonstrates prudent leverage

management, while stable liquidity ratios
indicate resilience in meeting short-term
obligations. Taken together, these results

confirm J&J's financial health and capacity to
withstand economic fluctuations.

The DCF valuation results further highlight
J&J's intrinsic strength. With an estimated fair
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value of $192 per share compared to a market

price of $168, the company appears undervalued.

Sensitivity analysis reinforces this conclusion by
demonstrating stability across a range of WACC

and growth assumptions. Even under
conservative scenarios, the intrinsic value
remains near or above observed prices,
suggesting  limited downside risk and
considerable upside potential. From an investor
perspective, this supports a BUY
recommendation.

Benchmarking against Pfizer and Merck

contextualizes these findings. Pfizer's volatility,
driven by vaccine revenue concentration, and
Merck's oncology-focused strategy contrast with
J&J's diversified portfolio. This comparison
emphasizes the value of J&J's balance across
pharmaceuticals and med-tech, which reduces
exposure to product-specific or sector-specific
risks. Diversification thus emerges as a strategic
advantage, enhancing long-term stability in
investor returns.

Strategic analysis reveals that J&J's forward-
looking initiatives complement its financial
performance. The spin-off of Kenvue in 2023
marked a deliberate shift toward higher-margin
operations, freeing resources for innovation.
Investments in oncology, immunology, Al-
powered diagnostics, and robotic surgery
position the company at the forefront of medical
technology and therapeutic innovation[23-24].
At the same time, ESG commitments strengthen
stakeholder relationships and reduce reputational
and regulatory risks[20-21]. Together, these
strategies align profitability with long-term
sustainability, reinforcing J&J's competitive
positioning in an evolving global healthcare
market.

From a policy and managerial perspective, this
analysis highlights the importance of integrating
financial discipline with strategic foresight. For
investors, J&J exemplifies how a large
healthcare multinational can deliver both value
and stability. For corporate leaders, the case
illustrates how restructuring, innovation, and
ESG alignment can enhance resilience in volatile
markets. For policymakers, J&J's practices
provide lessons in how corporations can balance
profitability with societal responsibilities.
Nevertheless, this study is not without
limitations. First, reliance on publicly available
financial data introduces potential biases, as
reported figures may not capture all relevant
dynamics. Second, DCF valuations are
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inherently assumption-dependent; changes in
macroeconomic conditions, interest rates, or
regulatory frameworks could materially alter
outcomes. Third, the strategic analysis, while
grounded in company reports and academic
literature, cannot fully predict the success of
pipeline products or technological investments.
Future research could extend this analysis by
incorporating macroeconomic stress tests, such
as recessions or interest rate shocks, into
valuation models. Further studies might also
explore the quantifiable impact of ESG
initiatives on firm value, a growing area of
interest in both academic and practitioner
communities. Comparative analyzes across a
broader set of healthcare multinationals could
also deepen insights into how strategic diversity
shapes financial outcomes.

In conclusion, Johnson & Johnson demonstrates
that financial resilience and strategic adaptability
are not mutually exclusive but mutually
reinforcing. The company's stable financial
performance, undervaluation in equity markets,
and robust strategic initiatives make it a
compelling case of corporate sustainability in the
modern healthcare industry. By aligning
innovation, diversification, and responsibility,
J&J provides a model for how multinational
corporations can thrive amid uncertainty,
delivering value not only to shareholders but
also to society at large.
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