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‘Increasingly Challenging’ Environment
Shifted J&J's Plans Toward Consumer
Business Separation

by Malcolm Spicer

Pharma R&D VP Mathai Mammen acknowledges “pros and cons to
remaining” as one company but dismissed “any meaningful downside” for
the pharma business, which along with the device business will continue
operating as J&J.

Johnson & Johnson management has been as clear about choosing to separate the consumer
health business as it had been about operating the division under the same roof with its pharma
and medical device businesses, says J&]’s vice president for pharma research and development.

During the Cowen & Co. Health Care Conference on 7 March, Mathai Mammen acknowledged
“pros and cons to remaining” as a company operating with each of the businesses, but dismissed
“any meaningful downside” for the pharma business, which along with the device business will
continue operating as ] &]J.

“If anything, it will be this improved focus and energy ... that thematically ties the remaining two
sectors together in a powerful way,” Mammen said, responding to Cowens analyst Joshua

Jennings questions.

Jennings noted that J&J, when queried about potentially splitting up its three businesses,
“historically” has emphasized the value of separate businesses under one roof.

“As kind of the spin potential was proposed to the J&]J
team executive team, they talked about just the balance of the three silos,” he said.

The consumer business “has kind of lifted more weight” when the pharma business slumped,
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J&J PHARMA R&D VP MATHAI MAMMEN: "WE
BELIEVE THAT BOTH COMPANIES ARE GOING
TO BE REALLY STRONG." Source: Source: J&J

though it “has been many years” since that occurred,
and “there's also this brand recognition element of
having the consumer business underneath the same
roof as med devices and pharma,” Jennings said.

Mammen, like other ] &J executives since the planned
separation was announced, spoke only in the positive
about it.

“The company leadership's laid out the rationale
pretty clearly,” he said.

“The rationale is pretty clear for why the consumer
spin is happening to create two powerful independent
companies. The environment we're in is just
increasingly challenging for our sectors,” Jennings
added.

As well, the split will position the “individual companies [to] follow in, as unconstrained a
manner, their own strategies” and “optimize for their own sectors in a way that was harder,
increasingly harder to do as one large all-encompassing company,” he said.

Shareholders also should win with the
split.

“The investor groups that are most
interested in those particular two
companies can supercharge and go
forward. So, we believe that both
companies are going to be really strong,”
Jennings said.

Shareholders shouldn’t expect a change in
J&J’s mergers and acquisitions approach
following the spin-out, though.

“Would the appetite be stronger to add a
new division in the post-consumer spin
era?” Jennings said.

“I don't think it's either stronger or
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Standalone Consumer Track Busy

By separating its consumer health business as
a standalone, publicly traded company, J&J is
taking the same approach other major
pharmas have or are considering for their
consumer businesses:

e GlaxoSmithKline plc, including Pfizer
Inc.'s consumer health brands (Also see
"GSK Consumer Split Set For July, With
Emerging Markets And Switch To Drive
Growth" - HBW Insight, 1 Mar, 2022.)

e Merck & Co., Inc. (Also see "Bayer Lands
Merck Consumer As Springboard to Lead
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weaker. ... I told the team before that
every 10 or 12 years, we need to reinvent
the entire portfolio, which is a daunting
task,” Mammen replied.

“It's always the case that we're looking
across broadly all of medicine and science
to understand where we can make a
difference, where there's enough science
that's brewing that we believe will mature
in the right timeframe and let's jump -
let's be one of the leaders and dig in deep,
and be one of the best in whatever areas
we commit to.”

The New Brunswick, NJ-based firm
manufacturing and marketing consumer
health brands including Motrin and
Tylenol OTC oral analgesics, Band-Aid
wound care products, the Listerine oral
care line and Neosporin antibiotic
ointment in November announced it
would separate its consumer business as a
standalone, publicly traded company
within two years. It said divesting its

Global OTC Industry" - Pink Sheet, 6 May,
2014.)

Merck KGaA (Also see "P&G's Personal
Health Sector Has Merck Consumer Chief As
International Head" - HBW Insight, 3 Dec,
2018.)

Novartis AG (Also see "Glaxo And Novartis
Scratch Each Other’s Back With Consumer
Product JV" - Pink Sheet, 23 Apr, 2014.)

Bausch Health Companies Inc. (Also see
"Bausch Health’s 2022 Growth Led By
Business With Separation Coming As Soon
As One Month" - HBW Insight, 23 Feb,
2022.)

Sanofi (Also see "Sanofi Not Distracted By
M&A Chatter As It Gets Back On Par With
Market Growth" - HBW Insight, 7 Feb,
2022.)

consumer business will help drive growth for that business as well as for its remaining Rx drug
and medtech device business. (Also see "/&] Rides Standalone Consumer Health Track" - HBW
Insight, 12 Nov, 2021.)

CEO Joaquin Duato said at a January investors conference that separating the consumer business
is planned for "toward late 2023." The planned organizational design for the company is expected
to be completed by the end of 2022; its board and executive leadership will be announced during

the planned separation process, which the company estimates will create costs of $500m to $1bn.
(Also see "More ‘Visibility’ For Investors Into Standalone J&] Consumer Business Needed For Growth

— CEO" - HBW Insight, 11 Jan, 2022.)

Also in January, J&J reported sales for its consumer business for full-year 2021 of $14.6bn, up
4.1%, and of $3.7bn, up 1.1%, for the fourth quarter. (Also see "/&] Full Steam Ahead On
Separating Consumer Business While Inflation, Pandemic Slow Results" - HBW Insight, 25 Jan,
2022.)
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