DOLMEN STOCKBROKERS

Dolmen Daily

Friday 28th November 2008
DAILY COMPANY NOTE — Johnson & Johnson See page 2 & 3 for fll deta}ls

Daily Market Comment

Yesterday’s Summary : Speculation over interest in the Irish banks continued to push the ISEQ higher yesterday as the Irish
Association of Investment Managers emerged as the latest potential investor. The index closed up 52 points at 2,525. Irish Life
and Permanent outperformed its sector, climbing another 20.2% to close at €1.64. Anglo Irish Bank fared the worst, despite clos-
ing up 5.7% to close at €0.93. Aer Lingus also posted decent gains as it closed up 9.5% at €1.13

Overnight News : With US indices closed yesterday, investors focused on the overnight Asian markets. With the Nikkei 225 and
Hang Seng closing up 1.7% and 2.5% at 8,512 and 13,888 respectively, Asian markets posted their fifth positive session in a row.
Elsewhere, the Sensex (India’s stock market) was closed due to the series of terrorist attacks in Mumbai; while the Australian
S&P/ASX 200 also posted further gains overnight closing up 4.1%.

Breaking News : ArcelorMittal intends to slash up to 9,000 more jobs, saving $1bn a year in response to a deepening global
economic downturn, according to media reports this morning. The company said it would launch a voluntary redundancy scheme
for largely white collar staff to make the cuts, which could affect about 3% of its workforce. Santander is expected to announce-
Friday that it has bolstered its capital ratios with a well-subscribed €7.2bn rights issue after a tense period last week when the
share price fell perilously close to the discounted rights price. Elsewhere, it has been reported that the UK government has now
bought a 58% stake in Royal Bank of Scotland, as the state picked up £15bn of shares in the lender after investors shunned the
rescue plan. RBS said its investors took just 0.2% of the shares on offer.
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“Fund managers look abroad for bank support’~(The Irish Times) amen ||
“CRH spending €250m in Polish unit’-(The Irish Times) =
“Bol’s exposure to Woolworths may be £63.5m"~(Irish Independent) |
“ECB rate cut on cards as bank lending slows down”-(Irish Independent) ]
“BHP board ‘unanimous’ on Rio”-(Financial Times) iU PERANELT | : : : : ‘

Market Themes & Movers

Euro zone inflation declines : The European Union Statistics office has released its latest inflation data for November, and it
shows euro zone inflation plunged to 2.1% during month, down 1.1% from 3.2%. This was a larger than expected decline in
prices , as economists had forecasted that consumer inflation in the 15 euro country area would decline by 0.9%.This represents
the largest fall in Europe’s inflation rate in almost two decades and puts inflation at the lowest rate in more than a year. The ECB
has already cut interest rates by 1% in two reductions since early October, but economists are now anticipating a further 50 basis
point cut at its next meeting on December 4th. While there are calls for a 75 basis points cut , some ECB council members have
indicated that they should keep some firepower in reserve to tackle the financial crisis. The euro remained lower against the dollar
after today’s report, and was down 0.3% at $1.2840 in early trading.
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Johnson & Johnson

Dow Jones

Healthcare

Company Profile

Johnson & Johnson
manufactures healthcare
products and provides
related services for the
consumer, pharmaceuti-
cal, and medical devices
and diagnostic markets.
The company sells prod-
ucts such as skin and hair
products, pharmaceuti-
cals, diagnostic equip-
ment, and surgical equip-
ment in countries around
the world.
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Stephen Taylor

Buy

Target: $70.00

Current: $59.00

Fundamental view:

Last Monday we added Johnson & Johnson (J&J) to our Dolmen Dozen fund due to its defensive
characteristics and ability to outperform during the current weak economic environment. This was
emphasised by the company’s recent third quarter results in October when it reported earnings that
beat analyst expectations and also raised guidance for its 2008 financial year. J&J reported third
quarter EPS that rose to $1.17 from $0.88 last year beating analyst expectations of $1.11, while
revenue increased by 6.4% to $15.92bn also beating consensus estimates of $15.7bn. J&J com-
mented that the recent economic weakness had a limited impact on the company. As a result, the
group raised its outlook for the full year 2008 and now expects EPS to be in the range of $4.50-
$4.53 from $4.45-$4.50 representing year on year earnings growth of c. 10%.

J&J benefits from being diversified both operationally and geographically with c. 50% of its revenue
generated from outside of the US. The group operates in three main segments (revenue) : Con-
sumer (26%), Pharmaceutical (38%), Medical Devices & Diagnostics (MDD) (36%). Sales at its Con-
sumer division continue to perform strongly rising by 13% boosted by its new allergy treatment
Zyrtec in addition to its baby and skincare products. The group’s MDD division saw revenue in-
crease by 8.8% helped by its diabetes blood glucose monitoring and insulin delivering products.
J&J’'s pharmaceutical division as expected put in a relatively subdued performance with revenue
increasing by 0.2% as sales of its Risperdal drug were negatively impacted by generic competition.
The company does have a strong drug pipeline however and it recently received FDA approval for
its Tapentadol drug for relief of moderate to severe acute pain.

J&J also benefits from strength of balance sheet with c. $250m of net cash at the end of the quarter
comprised of cash of $14.8bn and $14.55bn of debt. The group also reiterated at its third quarter
results that it is in good financial shape and that it has access to debt markets such as commercial
paper. Given the continuing dislocation in credit markets this is a strong position to be in.

Valuation:
Shares in J&J currently trade at close to the bottom of its historical p/e range at 12.5x 2009 fore-
casted earnings. We believe that given the group’s defensive qualities along with its growth pros-
pects and diversified operations the company deserves to trade at 15x 2009 earnings which is
the basis for our 12-month price target of $70. We believe that J&J’s current valuation is compel-
ling and combined with its attractive dividend yield of 3.6% for 2009 which is covered 2.5x we
recommend buying shares in the company.

Next catalyst

J&J is due to release its fourth quarter earnings on 20/01/09 and it will also provide guidance for its
2009 financial year.

Major Shareholders % Peer Group Multiples.
State Street 4.85% Company name P/E 07 P/E 08 EPS Growth 07-08
Barclays Global Investment 3.98% Johnson & Johnson 12.6 12.0 9.16%
Vanguard Group 3.20% Pfizer 6.7 6.5 3.08%
Berkshire Hathaway 2.23% Colgate 16.5 14.9 10.74%
Procter & Gamble 14.7 14.9 -1.34%
Shares Outstanding
Share Data Financial Data 2007 2008 2009
Current Price ($) 57.03 Revenue ($m) 61,095 64,542 65,601
Mkt Cap ($m) 158,122 Operating Profit ($m) 15,212 16,257 16,912
Reuters IJNJN EPS ($) 415 453 475
Bloomberg JNJ US P/E(x) 13.74 12.59 12.01
Sector Healthcare DPS ($) 1.63 1.82 2.03
CEO William Weldon Dividend Yield 2.86% 3.19% 3.56%
CFO Dominic Caruso
Website WWw.jnj.com
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Disclosures

This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes only to assist investors to make their own investment
decisions and is not intended to and does not constitute personal recommendations nor provide the sole basis for any evaluation of the securities
discussed. Specifically the information contained in this report should not be taken as an offer or solicitation of investment advice or, encourage
the purchase or sale of any particular security, option, future or other derivative investment. Not all recommendations are necessarily suitable for
all investors and Dolmen recommend that specific advice should always be sought prior to investment, based on the particular circumstances of
the investor.

Although the information in this report has been obtained from sources, which Dolmen believes to be reliable and all reasonable efforts are made
to present accurate information Dolmen give no warranty or guarantee as to, and do not accept responsibility for, the correctness, completeness,
timeliness or accuracy of the information provided or its transmission. Nor shall Dolmen, or any of its employees, directors or agents, be liable to
for any losses, damages, costs, claims, demands or expenses of any kind whatsoever, whether direct or indirect, suffered or incurred in conse-
quence of any use of, or reliance upon, the information. Any person acting on the information contained in this report does so entirely at his or her
own risk.

All estimates, views and opinions included in this report constitute Dolmen’s judgment as of the date of the report but may be subject to change
without notice. Changes to assumptions may have a material impact on any recommendations made herein.

Unless specifically indicated to the contrary this report has not been disclosed to the covered issuers(s) in advance of publication.

Past performance is not necessarily a guide to future returns. The value of investments and the income from them can fall as well as rise. Invest-
ments denominated in foreign currencies are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the in-
vestments, sale proceeds, and on dividend or interest income. Investors may not necessarily recoup the full value of their original investment.
Investors should be aware that forwarding looking statements and forecasts may not be realised.

This report may not be reproduced (in whole or in part) altered, transmitted or made available to any other person without the prior written permis-
sion of Dolmen.

Dolmen Securities Limited is regulated by the Financial Regulator. Dolmen Securities Limited is a member firm of the London Stock Exchange.
Dolmen Stockbrokers is regulated by the Financial Regulator. Dolmen Stockbrokers Limited is a member firm of the Irish Stock Exchange and the
London Stock Exchange.

Conflicts of Interest & Share Ownership Policy

Dolmen, its employees, directors or related companies, may have a shareholding in the securities (or related
investments/ derivatives) of certain companies covered in this report, or may provide/ solicit investment banking or other services to/ from them.

It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to some extent by
revenues arising other Dolmen business units including Corporate Finance, Fund Management and Stockbroking. Revenues in these business
units may derive in part from the recommendations or views in this report. Notwithstanding, Dolmen is satisfied that the objectivity of views and
recommendations contained in this report has not been compromised.

Dolmen permits research analysts to own shares and/ or derivative positions in issuers they publish research, views and recommendations on and
accordingly analysts involved in the production of this report may own stocks in a company covered in it. Any own account staff trading is under-
taken in strict compliance with Dolmen’s own account internal rules and therefore Dolmen is satisfied that the impartiality of research, views and
recommendations remains assured.

Analyst Certification

Each research analyst responsible for the content of this report, in whole or in part, certifies that: (1) all of the views expressed accurately reflect
his or her personal views about those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, re-
lated to the specific recommendations or views expressed by that research analyst in the research report. Oliver Gilvarry, David Dunk, Stephen
Taylor and Edward Keeling are responsible for the production of this report. Oliver Gilvarry is Head of Research and David Dunk, Stephen Taylor
& Edward Keeling are equity analysts.

For US Persons Only

This report is only provided in the US to major institutional investors as defined by s. 15 a-6 of the Securities Exchange Act, 1934 as amended. A
US recipient of this report shall not distribute or provide this report or any part thereof to any other person.
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