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SmithKline Beecham's combination of strong sales growth, aggressive management and a full drugs pipeline looks hard to beat at the moment. The group has survived the US patent expiry of Tagamet, its best-selling ulcer drug, with aplomb. While Tagamet sales in the US have crashed 80 per cent in 18 months, newer products such as anti-depressant Paxil and hepatitis vaccine Havrix have more than plugged the gap. Pharmaceutical sales growth should average 10 per cent in each of the next three years as 
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SmithKline files 18 new medicines, including heart treatment Kredex - which could have peak sales of over Dollars 500m. And unlike Glaxo Wellcome and Zeneca, 
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SmithKline faces no significant patent expiry until the next century.

What affected the market yesterday were fears that 
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unification of the dual share structure could trigger a rights issue. It is true that 
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SmithKline's cashflow was weak in 1995 and debt will rise this year, though interest cover remains comfortable. Nor can a share issue be ruled out in the longer term, since buying other groups for cash would mean incurring huge goodwill write-offs. But for now the exercise looks like good housekeeping.

A greater worry is the clinical laboratories division, which makes just 5 per cent of profits but was responsible for most of the Pounds 250m provision against litigation. But these are niggles. With forecast earnings growth of 15 per cent for the next two years, 
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SmithKline still looks like the pick of the UK drugs sector.

