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課題文本文：
AHP's Performance

The managerial philosophy described above produced impressive results. AHP's financial performance was characterized by stable, consistent growth and profitability. The firm had increased sales, earnings, and dividends for 29 consecutive years through 1981. The growth had been consistent and steady, ranging in recent years between 10% and 15% annually (see Exhibit 1 for 10years' review of AHP's performance). Under Laporte's stewardship, AHP's return on equity had risen from about 25% in the 1960s to 30% in the 1980s. Because of its passion for parsimony, AHP had been able to finance this growth internally while paying out almost 60% of its annual earnings as dividends. 

During Laporte's reign as chief executive, AHP's price/earning ratio had fallen by about 60%, reflecting the marketwide collapse of P/E ratios of growth companies. Nonetheless, AHP's more than fixfold growth in earnings per share had pushed up the value of its stock by a factor of three during his tenure. AHP's stock was widely held by major institutional investors. Its popularity among investors reflected analysts' assessments of AHP's management. In the opinion of one analyst, "When you thinks of American Home Products, you thinks of the best-managed company in the whole pharmaceutical field." Nevertheless, AHP's excess liquidity and low degree of leverage were criticized by many analysts. Others wondered whether it would be a good idea to tinker with success.

AHP's Capital Structure Policy 

Many drug firms were relatively unleveraged, but none matched AHP's conservative capital structure. Because of AHP's diversified operations, it was difficult to find a truly comparable firm for a comparative analysis. However, Warmer-Lanbert Company was about the same size as AHP and competed in roughly similar lines of business (see Exhibit 2 for a comparison of AHP and Warner-Lambert). Warner-Lambert had a debt ratio of 32% and its bond rating was on the borderline between AAA and AA in 1980.

For many years, analysts had speculated on the impact of a more aggressive AHP capital structure policy. An example of a pro forma recapitalization analysis is presented in Exhibit 3 and 4. Exhibit 3 shows actual 1981 performance and pro forma restatements of the 1981 results under three restatements assume that AHP issued debt and used the proceeds plus $233 million of excess cash to repurchase stock in early 1981 at the then prevailing stock price of $ 30 per share. Though this approach is only one of several ways to achieve a highly debt ratio, it illustrates in approximate terms the impact of higher debt on AHP's financial performance.

In view of AHP's firmly rooted financial conservatism, it was premature to consider the details of a realistic recapitalization plan. However, the likely imminent retirement of the firm's strong-willed chief executive fueled speculation concerning an appropriate capital structure policy for AHP and the magnitude of the payoff from such a policy.


