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1990|1991 | 1992 | 1993 | 1994 | 1995 1997 1998 [ 1999 | 2000 [2001 [2002 |2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
.75 .78 91 1.02 111 117 1.34 1.52 1.72 193 2.16 2.25 2.50 2.68 2.95 3.16 3.25 3.40 |Earnings per sh A 4.10
A7 19 .20 22 25 28 31 .35 .39 43 46 .50 .54 67 84 .92 .98 1.02 |Div'ds Decl'd per sh B 1.20
6.09 6.70 7.54 8.32 8.46 986 | 1063 | 1145| 1256 | 12.04 | 1432 | 1602 | 1823 | 19.36 | 19.89 | 19.77 | 21.65| 23.50 |Book Value per sh 3150
7517 | 75.72| 80.06 | 85.62| 86.12| 89.68| 8698 | 8565 | 86.06 | 89.68 | 79.87 | 79.45 | 77.68 | 7493 | 7175 | 67.68 | 67.50 | 67.00 |Common Shs Outst'g € | 65.00
17 9.2 105 11.0 10.3 11.2 117 149 18.1 144 117 132 138 136 147 15.3 | Bold figyres are |Avg Ann’l P/E Ratio 135
57 .59 .64 .65 .68 .75 73 .86 94 82 .76 .68 .75 .78 .78 .82 Value|Line Relative P/E Ratio .90
30% | 26%| 21%| 1.9% | 21% | 21%| 2.0% | 16% | 13% | 15% | 18% | 17% | 16% | 18% | 19% | 19% | =" |AvgAnn'IDivid Yield 2.2%
CAPITAL STRUCTURE as of 6/30/06 9698.2 | 10307 | 11402 | 11401 | 11115 | 12903 | 13308 | 14287 | 14250 | 13886 | 15100 | 16000 |Total Assets ($mill) 20000
5374.1 | 61185 | 6929.8 | 7453.9 | 7778.2 | 7508.5 | 7745.3 | 8007.5 | 8173.0 | 8770.7 [ 9800 | 10500 |Loans ($mill) 13000
LT Debt $144.9mill. LT Interest $10.3 mill. 365.7 | 397.8 | 427.7 | 466.0 | 480.7 | 4679 | 500.0 | 5024 | 497.3 | 501.7 510 540 [Net Interest Inc ($mill) 630
Due In 5 Years N.A. 25| 314| 369| 353| 352| 364| 341| 407 | 304| 288| 300| 40.0 |LoanLossProvin $mill)| 550
Pension Assets-12/05 $92.4 mill Oblig.$87.9 mill | 1992 | 180.1 | 2140 | 2362 | 2528 | 2775 | 2806 | 30L7 | 3269 | 3412| 360| 380 |Noninterest Inc ($mill 450
3180 | 3445 3793 | 4190 | 4304 | 4396 | 4529 | 4721 | 4828 | 4965 520 540 |Noninterest Exp ($mill) 620
Pfd Stock None 1195 | 1327 | 1501 | 1662 | 1786 | 182.0 | 1995 | 206.5 | 220.3 | 2232 220 230 |Net Profit ($mill) 270
34.5% | 34.3% | 33.5% | 32.9% | 33.3% | 32.4% | 32.0% |29.1% | 29.2% | 29.7% | 33.0% | 33.0% |Income Tax Rate 33.0%
Common Stock 66,320,723 shs. 123% | 1.29% | 1.32% | 146% | 1.61% | 141% | 150% | 1.45% | 1.55% | 1.61% | 145% | 1.45% |Return on Total Assets | 1.35%
as of 8/2/06 41| 72| 214 257 2247 3926 | 3385 | 40L0 | 3895 | 2694 | 125| 250 |Long-Term Debt(Smil) | 700
924.3 | 980.8 | 1080.8 | 1079.8 | 1143.8 | 12725 | 1416.3 | 1451.0 | 1426.9 | 1337.8 | 1450 | 1550 |Shr. Equity ($mill) 2050
MARKET CAP: $3.3 billion (Mid Cap) 95% | 95% | 95% | 9.5% | 10.3% | 9.9% | 10.6% | 10.2% | 10.0% | 9.6% | 9.5% | 9.5% |Shr. Eq.to Total Assets | 10.5%
ASSETS 2004 2005 6/30/06 | 55.4% | 59.4% | 60.8% | 65.4% | 70.0% | 58.2% | 58.2% | 56.0% | 57.4% | 63.2% | 65.0% | 65.5% |Loans to Tot Assets 65.0%
Loans 8172.9 8770.7 92514 | 12.9% | 135% | 13.9% | 154% | 15.6% | 14.3% | 14.1% | 14.2% | 15.4% [ 16.7% | 15.0% | 15.0% |Return on Shr. Equity | 13.0%
Funds Sold 1058 2289 23T11T100% | 104% | 108% | 12.0% | 12.3% | 111% | 1.1% | 10.7% | 11.2% | 119% | 105% | 10.5% |Retained to Com Eq 95%
Other Earning -- - - -- 23% 23% 22% 22% 21% 22% 21% | 25% 28% 28% | 30% 30% |All Div'ds to Net Prof 29%
Other 1171.2 12157 1349.0 : _ _ _ —
LIABILITIES($Mill.) BUSINESS: Commerce Bancshares, Inc. has approximately 340 in '05: commercial, 27%; commercial real estate, 27%; residential
Deposits 10434.3 10851.8 11042.3 | bank locations in Missouri, lllinois, and Kansas. Also has subsidi- mortgage, 16%; consumer, 30%. On 6/30/06, had 4,868 full-time
Funds Borrowed 1913.9 1326.4 1586.5 | aries engaged in mortgage banking, credit-related insurance, ven-  employees. Directors & officers own 10.5% of stock (proxy 3/06).
Long-Term Debt 389.5 2694  144.9 | tyre capital, and real estate activities. Annualized net loan losses, President & CEO: D.W. Kemper. Inc.: MO. Address: 1000 Walnut,
Net Worth 1426.9 13378 13314 .38% of average loans in '05. Loan loss reserve, 1.37% of loans at P.O. Box 13686, Kansas City, MO 64199. Telephone: 816-234-
Other 858 1001 1683 6/30/06; problem assets, .34%. Average loan portfolio breakdown  2000. Internet: commercebank.com
Total 14250.4 138855 142734 ’ A : : -com.
LoanLoss Resrv. 1324 1284 1284 | Commerce Bancshares enjoyed strong borrower. But potential bad loans, at only
ANNUAL RATES  Past Past Est'd’03-05| loan growth in the first half of 2006, $45.9 million, have declined 13% since the
of change (per sh) lOYrS 5vis.  10°09-11 | fueled by new business and increased bor- start of the year. Commerce’s credit card
Loans 85%  60%  95% | rowings by existing customers. We look for loan losses are still hovering at lower-
gs 105% 85%  6.0% - i - > ¢
Dividends 125% 135%  7.0% loan demand to remain fairly healthy over than-historical levels and may rise some-
Book Value 85% 85%  8.0% the rest of 2006 and in 2007, though the what, but these loans are small compared
Total Assets 5% 85 75% | pace might slow somewhat from the recent to commercial loans. And the loan loss
Cal- LOANS ($ mill.) 10% annual rate if economic growth mod- reserve, at four times problem and past-
endar [Mar.31 Jun.30 Sep.30 Dec.31 erates, as we expect. Acquisitions of a due loans, seems more than adequate.
2003 | 7856 7981 7812 8008 bank and a savings & loan added about Despite the absence of tax credits that
2004 | 8016 7975 8029 8173 $385 million to loans in the September in- added $0.19-$0.25 to share net in each
2005 | 8275 8370 8614 8771 terim, and are included in our estimates. of the past three years, we expect
2006 | 9010 9251 9650 9800 Meanwhile, in spite of a sharp rise in earnings to advance about 3% in 2006
2007 | 9950 10100 10300 10500 deposit costs, the net interest margin and at a faster pace in 2007. In addition
Cal- EARNINGS PER SHARE A Full | has held at about the same level for to the modest growth in net interest in-
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | the past three quarters. The good loan come and low credit costs that we look for,
2003 60 65 72 71 | 268| growth and reductions in relatively low- noninterest income (deposit, bank card,
2004 68 72 84 J1 | 295| yielding investment securities have im- and trust fees) should rise at a mid-single-
205 | 69 .77 89 8l | 316| proved the asset mix. Commerce also digit pace; there's probably room to lower
2006 | .78 82 82 83 | 325 doesn’t rely heavily on relatively high-cost operating costs; and stock repurchases
2007 | 8 84 8 .88 | 340| porrowed funds, and its loans-to-deposits may enhance share net from time to time.
Cal- | QUARTERLYDIVIDENDSPAD B | rFyil | ratio is fairly low. We look for another Commerce Bancshares stock is one of
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | modest increase in net interest income in the most stable issues in the bank sec-
2002 | 134 134 134 134 54| 2006 and better growth in 2007. tor. But the shares are ranked unfavorab-
2003 | 143 143 194 194 67| Problem loans, though still very low, ly for Timeliness, have limited appreci-
2004 | .209 209 209 .209 841 rose in the June quarter, due to the ad- ation potential to late decade, and yield
2005 | 229 229 229 .29 | 92| dition of $5.9 million of commercial and less than most bank stocks.
2006 | 245 245 245 commercial real estate loans to a single Theresa Brophy September 22, 2006

(A) Based on diluted shares outstanding. Excl.

gain from change in accounting: '90, $0.06.
Next earnings report due mid-October.

(B) Dividends historically paid in late March,
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June, September, and December. Plus stock
dividend: 5% in '94, '95, '96, '97, '98, '99, '00,
01,

dividends.
'02, '03, '04, '05.

(C) In millions, adjusted for stock splits &

Company’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 75
Earnings Predictability 100
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19901991 (199219931994 | 1995 [ 1996 [ 1997 [1998 | 1999 [ 2000 [2001 |2002 [2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
.69 .80 .92 1.06 1.19 1.28 142 1.56 157 1.88 2.00 2.11 2.42 2.69 2.95 3.18 3.60 4.00 |Earnings per shA 5.35
.24 .26 .30 34 41 .50 57 63 .70 .78 .88 .92 1.00 112 1.25 1.36 152 1.56 | Div'ds Decl'd per sh B 1.80
458 553 5.95 6.65 722 8.23 8.81 9.70 | 1030 | 1052 | 1158 | 1353 | 1532 | 1533 | 16,59 | 18.10 | 22.00 | 27.70 |Book Value per sh 40.00
7242 | 7121| 7827 | 8204 | 8319 | 8584 | 9118 | 9899 | 11335 | 113.71 | 127.81 | 126.80 | 126.12 | 122.09 | 123.26 | 123.54 | 129.50 | 130.00 |Common Shs Outst'g € | 130.00
59 83 10.0 10.0 9.0 10.0 10.7 149 18.0 139 94 117 13.0 12.9 14.6 14.6 | Bold figyres are |Avg Ann’| P/E Ratio 145
A4 53 61 59 59 67 67 .86 94 .79 .61 .60 g1 74 a7 .78 Value|Line Relative P/E Ratio .95
58% | 3.9%| 3.2%| 32% | 38% | 39%| 37% | 27% | 25% | 30% | 47% | 37% | 32% | 32% | 29% | 30%| ="' |AvgAnnlDivid Yield 2.6%
CAPITAL STRUCTURE as of 6/30/06 11814 | 13460 | 17289 | 18151 | 19992 | 23015 | 23885 | 26963 | 28185 | 30798 | 33500 | 37000 |Total Assets ($mill) 43000
LT Debt $3657.9 mill. LT Interest $51.0 mill. 7338.7 | 8549.6 | 9964.6 | 10646 | 11341 | 13516 | 16248 | 17121 | 18599 | 21105 | 25500 | 29000 |Loans ($mill) 35500
(67%of Cap'l) | 4024 | 4752 | 5432 | 639.2 | 680.8 | 8259 | 9249 | 9095 | 911.8| 969.0 | 1075 | 1175 |Net Interest Inc ($mill) 1400
Leases, Uncapitalized Annual rentals $28.7 mil 17.6 224 385 311 535 | 106.2 | 136.3 | 119.7 | 1057 | 117.8 125 135 |Loan Loss Prov'n ($mill) 150
' p S 1547 | 1815 | 2225 | 241.1| 2989 | 3764 | 4411 | 5262 [ 6176 | 658.7| 700 | 750 [Noninterest Inc ($mill) 1000
Pension Assets-12/05 $179 mill. 3375 | 3957 | 4548 | 517.9 | 5696 | 6858 | 7524 | 797.9 | 8685 | 9018 | 950 | 1015 |Noninterest Exp ($mill) | 1200
Oblig. $189 mill. | 128.9 | 1556 | 180.9 | 217.1 | 240.6 | 2704 | 3144 | 3419 | 369.8 | 4018 | 465| 520 |Net Profit ($mill) 700
36.2% | 34.8% | 33.6% | 34.5% | 32.5% | 34.1% | 34.1% | 34.0% | 33.4% | 33.9% | 33.0% | 33.0% |Income Tax Rate 33.0%
Common Stock 129.391.435 shs 1.09% | 1.16% | 1.05% | 1.20% | 1.20% | 1.17% | 1.32% | 1.27% | 1.31% | 1.30% | 1.40% | 1.40% |Return on Total Assets | 1.60%
(as of 713108) ' 7015 [ 1287.1 | 19460 | 24643 | -~ [ 38375 [ 49001 | 4827.8 | 41410 | 41115 | 3600 | 3500 Long-Term Debt ($mill) | 3500
803.1 | 960.0 | 1196.1 | 1196.2 | 1480.5 | 1715.6 | 1931.5 | 1871.9 | 2045.3 | 2236.0 | 2850 | 3600 |Shr. Equity ($mill) 5200
6.8% | 7.1% | 69% | 66% | 74% | 75% | 81% | 69% | 7.3% | 7.3% | 85% | 9.5% [Shr.Eqg.to Total Assets | 12.0%
Market Cap: $7.6 billion (Large Cap) 62.1% | 63.5% | 57.6% | 58.7% | 56.7% | 58.7% | 68.0% | 63.5% | 66.0% | 68.5% | 76.0% | 78.0% |Loans to Tot Assets 80.0%
CURRENT POSITION 2004 2005 6/30/06 | 16.1% | 16.2% | 15.1% | 18.1% | 16.3% | 15.8% | 16.3% | 18.3% | 18.1% | 18.0% | 16.5% | 14.5% [Return on Shr. Equity 13.5%
CaéﬁMAlL;_é)ets 585.7 7657 757.6 98% | 9.8% | 88% | 104% | 9.1% | 89% | 9.6% | 10.8% | 12.3% | 86% | 9.5% | 9.0% |Retainedto Com Eq 9.0%
Fin. Receivables  18598.6 21105.0 23943.0 39% 40% 43% 43% 44% 44% 41% 41% 32% 52% 42% 39% |All Div'ds to Net Prof 33%
gttaﬁgrrmes (for sale) iggg% ﬂgg“{ 2%%8 BUSINESS: Compass Bancshares Inc. serves as a financial serv-  12/05, Compass had roughly 8000 employees and 384 full-service
Total Assets 28184.6 30798.2 33613.5 | ices company with four operating segments: Corporate Banking, banking centers located primarily in TX, AL, AZ, and FL. Officers
Retail Banking, Wealth Management, and Treasury. Compass also  and directors own 5.3% of common shares (3/06 proxy). Chairman
) operates through a wholly owned subsidiary, The Central Bank of of the Board and CEO: D. Paul Jones, Jr. Incorporated: Delaware.
Deposits 17039.2 20384.1 22837.3 | the South, headquarted in Anniston, Alabama. In addition, Com-  Address: 15 South 20th Street Birmingham, Alabama 35233. Tele-
b?ﬂgETerm Debt 2%‘5%2 3(1)%%2 ig%g pass owns loan production offices in Georgia and Maryland. As of  phone: (205) 297-3000. Internet: www.compassweb.com.
Total Liab. 26139.4 28562.2 310080 | Compass Bancshares continues to perform well. However,
ANNUAL RATES Past Past Estd’03-05| perform well. In the June period, inter- Loan growth may slow out to decade’s
of change (per sh) 10 Yrs. 5vs. 100911 | est and fees on loans advanced by more end. Over the last few months, the hous-
|é0anf5 g-gg;o %ggf 18-22? than 45%, to $433 million. The robust ing market has shown some signs of weak-
VAR 112 100% eov | growth was mostly attributable to the ness, and we believe that it will be less
Book Value 85% 9.0% 155% | recent acquisition of Texas Bank (closed robust for the next few years. Thus, we es-
Total Assets 80% 85% 75% | March 27, 2006), which added $1.6 billion timate that annual loan growth will slow
Cal- LOANS ($ mill.) Full | in assets and 24 banking centers. For the to 5%—-10% out to the 2009—2011 period.
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | year, we estimate that interest and fees The company makes for an attractive
2003 |16525 16095 16787 17121 will advance by approximately 30%, since acquisition target. Due to its solid posi-
2004 |17107 17512 18163 18599 the addition of Texas Bank greatly ex- tion in the high-growth areas of Texas,
2005 |18920 19795 21127 21105 pands Compass’ market reach in several and its strong loan growth, we believe that
2006 [23026 23826 25000 25500 high-growth markets, particularly Dallas Compass would be an excellent fit for a
2007 |26500 27200 28500 29000 and Fort Worth. Thus, large bank that wants to enter or expand
cal- EARNINGS PER SHARE A Full | We have increased our 2006 earnings- its market reach in Texas.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | per-share estimate by a dime. Along Compass shares are ranked 4 (Below
2003 64 68 68 69 | 269| with strong interest and fee income ad- Average) for Timeliness. Although the
2004 69 73 75 78 | 295| vances, earnings will be fueled by solid company continues to perform well, our
2005 74 83 80 81 | 318 loan growth. In the June quarter, net outlook has been impaired due to the slow-
2006 8 88 92 9 | 360| loans advanced by more than 20% com- down of the residential real estate market.
2007 | 95 98 102 105 | 400| pared to the year-ago period. Healthy Also, long-term accounts may want to
Cal- QUARTERLY DIVIDENDS PAID B Full | gains in residential construction and com- remain on the sidelines since this issue of-
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year | mercial real estate loans were the main fers below-average appreciation potential
2002 | .25 25 25 25 1.00 | factors behind the impressive results. For out to the 2009-2011 period. A flurry of
2003 | .28 28 28 .28 112 | this year and 2007, we look for total loans buyouts in the Texas banking market has
2004 | 313 313 313 313| 125| to advance by approximately 25% and raised the stock’s valuation beyond what it
2005 | 313 3B 35 35 | 136| 15%, respectively, since Compass’ commer- would typically be worth on its own.
2006 | .35 39 .39 cial loan operations should continue to lan Gendler August 25, 2006
(A) Fully diluted earnings. Next earnings report | (B) Dividends historically paid early Jan., Apr., | (C) In millions, adjusted for splits. Company’s Financial Strength B++
due late Oct. July, and Oct. Stock’s Price Stability 95
Price Growth Persistence 75
Earnings Predictability 100

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
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1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11

3.24 291 317 3.96 5.23 6.03 5.58 6.13 | 1477 | 1626 | 1703 | 17.00 | 1575 | 17.06 | 19.18 | 21.30 | 23.05| 24.75 |Sales per sh 29.65
42 45 41 41 68 .96 1.01 1.06 1.89 2.31 2.16 2.16 2.00 234 2.66 2.50 2.05 2.85 |“Cash Flow” per sh 3.75
24 31 .28 17 37 63 .75 .75 85 117 .88 1.00 1.26 151 1.68 141 .85 1.30 [Earnings per sh A 225
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil |Div'ds Decl'd per sh Nil
34 13 .38 11 .16 32 22 .36 57 41 .61 57 47 32 43 32 .60 .60 |Cap'l Spending per sh .75
132 2.56 2.88 2.77 317 455 7.05 722 8.00 9.22 | 1001 | 11.24 | 1345 | 1488 | 1539 | 15.63 | 16.40 | 17.80 |Book Value per sh B 24.05
970 | 1324| 1342 1354 | 1359 | 1650 | 2250 | 2255 | 22.77 | 2292 | 2303 | 2522 | 28.77 | 29.14 | 29.10 | 28.98 | 27.75 | 27.50 [Common Shs Outst'g € | 27.00
8.0 20.6 24.6 239 131 184 195 17.1 18.7 16.6 155 16.5 16.9 12.6 159 20.2 | Bold figires are |Avg Ann'l P/E Ratio 18.0
.59 1.32 1.49 141 86 1.23 1.22 99 97 .95 1.01 85 92 72 84 1.06 ValuejLine Relative P/E Ratio 120
.- .- .- - .- .- .- .- - - .- .- .- .- .- .| estmatesavg Anm'l Divd Yield Nil

CAPITAL STRUCTURE as of 6/30/06 125.6 | 1383 | 336.4 | 3726 | 3922 | 4287 | 453.1 | 497.1 | 5583 | 6173 640 680 |Sales ($mill) 800
Total Debt $306.8 mill. Duein 5 Yrs $150.0 mill. | 2579 | 23.6% | 25.2% | 27.0% | 24.4% | 23.1% | 22.5% | 22.2% | 20.6% | 17.7% | 14.0% | 15.5% |Operating Margin 19.0%
LI_TTDetbt $3;°2-6 '"('j'_'éﬁ ,LtTt"l“.et'es‘ $_168§° mil. 64| 69| 236| 257| 295| 301| 224| 242| 269| 308| 300| 3L0 |Depreciation ($mill) 39.0
(LT interest eamed:8.6x; toal '”'Co‘?Aob/oxz,fCap,l) 63| 170| 194| 2712| 202| 244 351| 441| 505| 418| 240 400 |Net Profit ($mill) 65.0
Leases, Uncapitalized Annual rentals $3.1 million 36.0% | 35.9% | 36.0% | 36.0% | 36.3% | 36.0% | 36.0% | 34.5% | 33.2% | 33.8% | 34.5% | 34.5% |Income Tax Rate 34.5%
Pension Assets 12/05 $33.3 mill. 13.0% | 12.3% | 58% | 7.3% | 52% | 57% | 7.7% | 89% | 9.0% | 6.8% | 3.8% | 5.9% |NetProfit Margin 8.1%

Oblig. $45.0 mill 660 | 913 | 934 | 1095 | 1137 | 448 | 1357 | 1462 | 1598 | 1888 | 210 | 255 |Working Cap'l ($mill) 350

Efodmsr:]%cnksl\:grc]ﬁ 27 885 768 shs 29| 356.7 --| 3618 | 3427 | 2625 | 254.8 | 260.4 | 2905 | 3026 | 300 | 275 |Long-Term Debt ($mill) 150

asotguos ' 1586 | 1627 | 1822 | 2113 | 2306 | 2836 | 3869 | 4335 | 4480 | 4530 | 455 | 490 |Shr. Equity ($mill) 650
103% | 33% | 6.4% | 74% | 65% | 6.7% | 7.0% | 75% | 7.5% | 65% | 45% | 6.5% |Returnon Total Cap'l 9.0%

MARKET CAP: $525 million (Small Cap) 10.3% | 10.4% | 10.6% | 12.9% | 8.8% | 8.6% | 9.1% | 102% | 11.3% | 9.2% | 55% | 8.0% |Return on Shr. Equity 10.0%
CURRENT POSITION 2004 2005 6/30/06 | 10.3% | 10.4% | 10.6% | 12.9% | 8.8% | 8.6% | 9.1% | 102% | 11.3% | 9.2% | 55% | 8.0% |Retained to Com Eq 10.0%
Cas(ﬁMAlLsLs')ets 42 35 51 - - - - - - - - -- -- Nil Nil [All Div'ds to Net Prof Nil
lReCEIVﬁb|ES 746 833  80.9 | BUSINESS: Conmed Corporation is a medical technology company  tro Surgery, 14%; Patient Care, 12%; Endosurgery, 8%; Endos-
é‘z’heenrtory (FIFO) 1%2 1?%@ 1?2; specializing in instruments, implants, video equipment for arthro- ~ copy, 10%; Acquired Bionx Implants, 3/03; CORE Dynamics, 12/02;
Current Assets 222:9 255:5 255:9 scopic sports medlglne, poyveredlorthopedlc surgical instruments, 9 others since 1998. Has 3,100 employees, Off./dir. own 7.0% of

and advanced medical devices, including RF electrosurgery sys- — stock; Wellington Management., 5.8% (4/06 Proxy). Chairman: E.

Accts Payable 28.9 311 31.9 | tems, endoscopy products and electrocardiogram electrodes. 2005  Corasanti. Pres.. J. Corasanti. Inc.. NY. Addr.. 525 French Rd,
Debt Due 4.0 4.2 3.1 | sales: Arthoscopy, 34%; Powered Surgical Instruments, 22%; Elec-  Utica, NY 13502. Tel.: 315-797-8375. Web: www.conmed.com.
8glfémuau gg:i ég:? é;:g Conmed continued to struggle in the threatens to cut into Conmed's market

———— second quarter. Although sales of $164 share and has prompted us to reduce our

Qfm‘;g/:'-(pmﬁfs Jast - Past Estd 93-05| million topped our estimate by $5 million, top-line estimate by roughly $5 million,
Sales 155%  7.0%  8.0% margin pressures continued to squeeze and our share-net figure by a nickel, for
“Cash Flow” 16.0%  6.0%  7.0% profits. In all, the bottom line tumbled the back end of the year.

Earmings 185% 100% 604 | 49% to $0.23, due to high raw material We think that most investors will
Book Value 175% 125% 75% | costs, a shift in sales toward capital equip- want to take a pass on these shares.

cal QUARTERLY SALES S mil) " ment, accounting for stock option ex- They are ranked 5 (Lowest) for Timeliness
enge;r Mar3L Jun30 Sep.30 Dec.3l $gar penses, and the integration of C.R. Bard’s and lack near-term appeal. Although they

- ; . . Endoscopic Technologies business. hold above-average 3- to 5-year appreci-

%882 %gg ggg ggg %gig ‘S‘gg% The second half of the year does not ation potential, we have some concerns

2005 | 1559 1582 1500 1532 | 6173 look too much brighter. We suspect going forward. Aside from the increased

2006 | 1585 1635 155 163 ga0 | that margins will continue being pres- competition we envision in the powered

2007 | 1700 170 165 175 g0 | sured for the reasons mentioned above. surgical instruments market, we are un-

cal. EARNINGS PER SHARE A cul Meanwhile, we've also reduced our top-line easy about the company's reduced re-
engar Mar3l Jun30 Sep.30 Dec.3l Ye”ar growth estimate. Organic revenue growth search and development spending. Con-

2003 5 5 % 45 | 151 came in at 2.5% in the most recent med is currently allocating only 4% of rev-

2004 0 n 38 49 | 1eg| quarter, below our estimate and well be- enue to R&D. However, internal product

2005 46 45 2 18 | 141 | low management's full-year guidance of development is essential to the company’s

2006 18 23 1 2 ‘g5 | 5%. Although product introductions in future well-being, as its meager cash posi-

2007 | 28 31 34 37 | 130| powered instruments hold promise, we are tion and highly leveraged balance sheet

worried about increased competition. Zim- will probably make acquisitions difficult.

ol Ma?ng}EELgoDl\gZEN%SPSSC 3 Ful | mer Holdings has agreed to distribute That said, we assume that Conmed will in-

- - : : powered surgical instruments in the U.S.. crease R&D spending over the next couple

%gg% NO CASH DIVIDENDS Powered surgical instrument sales rep- of years. If such is not the case, though,

2004 BEING PAID resent 15%-20% of Conmed's total volume. our earnings estimates may prove to be

2005 Zimmer'’s return to the market, as well as aggressive.

2006 increasing competition from Stryker, Andre J. Costanza September 1, 2006
A) Diluted earnings. Excludes non-recurring | (B) Includes intangibles. As of 12/31/05, Company’s Financial Strength B+
gains (losses): '98, (22¢); '99, (6¢); '03, 41¢; | $527.1 million, $18.19 p/sh. Stock’s Price Stability 60
(57¢); 05, (33¢). Next earnings report due late | (C) In millions, adjusted for stock splits. Price Growth Persistence 65
October. Earnings Predictability 60
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RECENT Trailing: 5.7 RELATIVE DIVD
CONOCOPH”_UPS NYSE-cop PRICE 6177 RATIO 5 9(Med|a|g 110/ | PIE RATIO 0 35 YLD 23%%:
mewess 3 e | ] 1987 5[ %47 508 W[ B8] mO[ e Be) £8[ 43 4 Tngs e Range
SAFETY 2. Raised 1220002 LEGENDS
= 8.0 x "Cash Flow" p sh
TECHNICAL 2 Raiseg 156 | - Relaive Price Strengh 160
B or-1 split  6/05 2-for-1 120
BETA .95 (1.00 = Market) Oﬂugdees " . 4 i 100
2009_11 PROJECT'ONS aded area indicates recession "”, = == 80
. Ann’l Total TR
Price  Gain  Return il e 60
High 80 (+30%3 9% pia 50
Low 60 (-5% 2% ..-'li” 40
Insider Decisions i Illilm']ﬂ\' Py g ! 30
. 1 "n
Way 000002001 0| e T gy ! 2
Optons 212100220 '|II||"|I I"|-| g oo ™ | e e Sl e . . * *e 15
oSl 11010021 0]t A R P e % TOT RETURN 8/06
Institutional Decisions . THIS  VLARITH.
4Q2005  1Q2006  2Q2006 Percent 12 1yr ST_olc; |N|;El>< L
bl a7 as  oog| Shares 8 bt —p b i 3y 1435 494 [
Hids(000)100485411162371250046 T IIIIIIIIIII 11 RRRRREARE R RRRRRRERIE A I Sy,  — 704
Phillips Petroleum acquired Conoco on| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
August 30, 2002 and changed its name to | 2987 | 2890 | 2291 | 26.76 | 40.99 | 3497 | 4151 | 76.30 | 93.95 | 123.25 | 113.90 | 112.45 |Sales per sh 94.20
ConocoPhillips. Consequently, all prior data | 317 | 327 | 265| 286| 609| 406 | 273 | 591 | 828| 1027 | 1325 | 1265 |“Cash Flow" per sh 8.40
is that of Phillips. Under the terms of the| 170| 172 75| 108| 374| 290 | 156 | 335| 579| 935( 1040| 9.75 [Earnings persh A 5.00
merger, each Phillips share was converted 83 67 68 68 68 10 T4 82 90| 118| 144| 150 DividsDecldpersh Ba | 156
to one share of ConocoPhillips, and each [ 293 388 | 407 | 333 | 398 | 404 | 321 | 256 660 798| 515| 3.95 CaplSpending persh 3.35
Conoco share was exchanged for .4677| 805| 915| 837| 897 | 1199 | 1876 | 2159 | 2517 | 2072 | 36.22 | 42.70 | 5135 |Book Value per sh 62.80
shares of the new entity. Phillips issued | 526.60 | 526.36 | 503.99 | 507.23 | 508.24 | 764.32 | 1367.3 | 1365.6 | 1437.7 | 14559 | 1645.0 | 1645.0 |Common Shs Outst'g C | 1645.0
293,284,982 shares to complete the deal. 118 132 309 223 70| 98| 175 81 66| 6.2 Boldfigires are |Avg Ann'l PJE Ratio 140
CAPITAL STRUCTURE as of 6/30/06 74 .76 1.61 1.27 46 50 .96 46 .35 33 Vahj'e Line Relative P/E Ratio .95
Total Debt $29.5 bill.  Duein 5 Yrs $7.0 bil. 34% | 30% | 29% | 2.8% | 2.6% | 25% | 27% | 3.0% | 23% | 20%| "™ |avg Ann'l Divd Yield 1.8%
(LTT ???;ff“f b'\'}-r _ngg‘xtffe“ lej/b"}-c | 25730 | 15210 [ 11545 [ 13571 | 20835 [ 26729 [ 56748 104196 | 135076 | 179442 [ 187400 | 185000 |Sales (il 155000
olalinierest coverage: £5. OOTADY | 17706 | 18.1% | 15.8% | 16.3% | 24.4% | 19.0% | 9.4% | 12.2% | 12.5% | 13.8% | 175% | 16.5% |Operating Margin 125%
776.0 | 810.0 | 945.0 | 902.0 | 1179.0 | 1391.0 | 2223.0 | 3485.0 | 3798.0 | 4253.0 | 4600 | 4700 |Depreciation ($mill) 5500
Leases, Uncapitalized Annual rentals $494.0 mill. 891.0 | 911.0 | 389.0 | 548.0 | 1916.0 | 1709.0 | 1511.1 | 4591.1 | 8108.0 | 10695 | 17230 | 16140 |Net Profit ($mill) 8280
Pension Assets-12/05 $3.9 bill. Oblig. $6.2 bil. 51.3% | 51.6% | 51.0% | 51.7% | 49.6% | 50.2% | 49.0% | 39.8% | 43.6% | 42.1% | 43.0% | 43.0% |Income Tax Rate 43.0%
57% | 60% | 34% | 40% | 92% | 64% | 2.7% | 44% 6.0% | 6.0% | 9.2% | 8.7% |Net Profit Margin 5.3%
pid Stock None. 169.0 | 2030 | 217.0 | 253.0 | d886.0 | d179.0 | 2114.0 [ d2819 | d5650 | d1747 | d750 | d500 |Working Cap'l ($mill d500
Common Stock 1,647,803,761 shs. 2555.0 | 2775.0 | 4106.0 | 4271.0 | 6622.0 | 8645.0 | 18917 | 16340 | 14370 | 10758 | 22000 | 20000 |Long-Term Debt ($mill) | 22000
as of 6/30/06 4884.0 | 5464.0 | 4869.0 | 5199.0 | 6743.0 | 14990 | 29517 | 34366 | 42723 | 52731 | 70280 | 84470 |Shr. Equity ($mill) 103290
- 14.0% | 128% | 57% | 7.1% | 162% | 83% | 3.7% | 9.8% | 14.6% | 17.2% | 18.5% | 15.5% |Return on Total Cap'l 6.5%
MARKET CAP: $102 billion (Large Cap) 182% | 16.7% | 8.0% | 10.5% | 28.4% | 114% | 5.% | 134% | 19.0% | 203% | 24.5% | 19.0% |Return on Shr. Equity | 80%
CUF&TAELNLT)POS'T'ON 2004 2005 6/30/06 | 133% | 116% | 9% | 45% | 258% | 9.1% | 28% | 101% | 16.1% | 17.2% | 21.5% | 17.0% |Retained to Com Eq 6.0%
Cash Assets 1387 2214 654 | 37% | 39% | 91% | 63% | 18% | 24% | 45% | 24% | 15% | 15% | 11% | 12% |All Div'ds to Net Prof 24%
m?,ce%%?ele(f”:o) géég 1%%22 l%ggé BUSINESS: ConocoPhillips is an integrated oil and petrochemicals  vs. $36.06 in '04. Total refining capacity was 2,610,000 barrels/day
Other 4519 2506 2847 | company with operations around the globe. It is organized into four in '05, vs. 2,588,000 barrels/day in '04. Employs 38,000 (12/05).
Current Assets 15021 19612 21738 | primary operating segments: exploration and production, mid-  Offs./dirs. own less than 1.0% of comm. stock. Vanguard Fiduciary
Accts Payable 8727 11732 13839 | stream, refining and marketing, and chemicals. Average worldwide  Tr. owns, 8.3%; Barclays Globla, 5.4% (4/06 proxy). Chairman: A.
Debt Due 632 1758 4571 | production in '05: 1,543,000 barrels/day, compared with 1,542,000 Dunham, Pres. & CEO: J. J. Mulva. Inc.: DE. Addr.: Bartlesville, OK
8$$ernt Liab lgégg zzggg 238%8 barrels/day in '04; 2005 average realized crude price was $37.60, 74004. Tel.: 918-661-6600. Internet: www.conocophillips.com.
————1 ConocoPhillips continues to display a result of higher natural gas liquids
OAf';‘r']\fiﬁg/;"(meh;Es 1'8%?; f\?gt Esttod,og?’l'los strong operating fundamentals. The prices and a greater ownership interest in
Sales 50% 265% -5% | integrated petroleum company generated Duke Energy Field Services.
“Cash Flow" 135% 16.0% 5% | earnings of $2.87 in the June quarter on Earnings in the second half of the
Earmings 23.0%  21.0%  -33% | revenues of $47.1 billion. This compared year should remain solid, though not as
Book Value 185% 255% 13.0% | with share net of $2.21 and revenues of strong as ConocoPhillips’ second-quarter
Cal- QUARTERLY SALES (§ mil) Full $41.8 billion a year earlier. . showing. Upstream production will be im-
endar |Mar3L Jun.30 Sep.30 Dec3l| vear | THe Exploration & Production seg- pacted by maintenance activity in Alaska,
2003 |26942 25319 26105 25830 102196 ment has been the key growth driver. the United Kingdom, and Venezuela. Also,
2004 |29813 31528 34350 39385 35076 | TN, unit posted just over $3.3 billion in the U.K. has imposed higher income taxes
2005 |37631 41808 48745 51258 79447 | Profits during the June interval, versus on exploration and production. Still, we
2006 |47927 47100 46300 46073 (187400 $1.9 billion n the second quar;er of 2005. ha\_/e raised our full-year 2006 share-net
2007 |46000 47000 45500 46500 [185000 | The sharp increase was attributable to estimate by $0.70, to $10.40, to reflect the
cal- EARNINGS PER SHARE A Full higher realized crude oil prices, the net company’s second-quarter performance
endar |Mar.3L Jun.30 Sep.30 Dec3l| Year benefit of newly enacted tax legislation, and a continuation of higher oil and natu-
2003 o 79 ol 71 | 335 and a rise in output mainly due to the ral gas prices than we had previously ex-
2004 | 116 144 144 175 | 579 | recent acquisition of Burlington Resources. pected. For the same reasons, we have
2005 | 177 221 268 269 | 935| The company’s downstream and mid- upward-adjusted our 2007 call by $0.75, to
2006 | 234 287 260 259 | 1040 | Stream operations have also experi- $9.75.
2007 | 241 250 245 240 | 975| enced meaningful bottom-line ad- These shares are ranked 3 (Average)
Cal- | QUARTERLY DIVIDENDS PAID B Fal | vances. Downstream, net income from the for Timeliness. Although we expect the
endar |Mar31 Jun30 Sep.30 Dec3l| Year | R€fining & Marketing unit rose to $1.7 bil- company to generate robust profits for
2002 18 18 18 20 7 I|o_n_, frqm $1.1 billion. Adec_llne in reflne_ry some time, we believe that earnings may
2003 20 20 20 2 ‘8 utilization caused by downtime for repairs have already peaked. Accordingly, this is-
2004 52 52 99 o5 ‘91 | Was more than offset by an increase in sue's potential share-price gains from here
2005 | 25 31 31 31 | 118| worldwide refining margins. Meanwhile, is low in comparison to the Value Line uni-
2006 | 36 36 36 earnings from the Midstream division verse.
grew to $108 million, from $68 million, as Michael P. Maloney September 15, 2006

(A) Pri. egs. thru 1996, dil. after. Excl. nonrec.
items: '93, 7¢; '94, 29¢; '95, d42¢; '96, $1.57,
'97, 18¢; '98, d58¢; '99, 24¢; '00, d21¢; '01,
d22¢; '02, d$3.68; '03, 35¢; '04, 3¢. Next egs.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

paid

able.

report due late Oct. (B) Dividends historically

early March, June, September, and De-

cember. = Dividend reinvestment plan avail-

(C) In mill., adj. for stock split.

Company’s Financial Strength A
Stock’s Price Stability 85
Price Growth Persistence 100
Earnings Predictability 40
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ANNUAL RATES  Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Revenues -35%  -5.5% 5.5%
“Cash Flow” 1.0% -35% 12.0%
Earnings 11.0% -5%  14.0%
Dividends 9.0% - - 9.5%
Book Value 3.0% -2.0% 16.0%
Cal- QUARTERLY REVENUES ($ mill.)A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 (1206 1237 1306 1355 [5104.3
2004 | 846.9 9244 9736 9675 (37124
2005 | 947.7 10339 1099.1 1088.9 (4169.6
2006 |1046.0 1100.1 1165 11489 (4460
2007 (1110 1200 1250 1240 {4800
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 22 31 .57 .57 1.67
2004 .50 .61 .2 .74 2.57
2005 69 107 112 97 3.85
2006 83 1271 125 105 4.40
2007 85 135 140 120 4.80
Cal- QUARTERLY DIVIDENDS PAID B= Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 | .10 10 10 10 40
2003 | .10 10 10 10 40
2004 | .10 10 10 10 40
2005 | .10 10 10 10 40
2006 10 10

in a positive light, as others have been
tempted to do. The Vector SCM joint ven-
ture was formed in late 2000 with the pur-
pose of providing logistics management for
General Motors. But the company received
notice from GM that it will be exercising
its right to purchase full interest in the
collaboration. We had thought that the op-
eration would extend well beyond domestic
service (an international project was com-
pleted in the June quarter) and even into
non-GM businesses (the potential tie-in
with GM and Nissan/Renault makes that
all the more apparent). We know that GM
is having financial troubles, but not with
respect to its distribution network, in
which Vector played such a big role. It ap-
pears now that GM wants more direct con-
trol over its logistics network. Terms of the
buyout were under negotiation as we went
to press, but we think that Con-Way will
receive between $60 million and $80 mil-
lion in cash. Since there are not any
similar deals to judge by, we're going by
discounted-cash-flow analysis. Vector con-
tributed $20.3 million in equity income in
2005. The tax liability will be negligible

RECENT 8 2 PIE 0 9(Trai|ing: 115 |RELATIVE 0 64 DIVD 0 80/
CON'WAY |NC- NYSE-CNW PRICE 4 . 4 RATIO 1 . Median: 16,0/ | PIE RATIO U, YLD 070
meuness 3 e | 90T 58] 24T 50T 28] 53] 53] 3] 24| Ba 8| i Taget e ange
SAFETY 3 Raised623% | LEGENDS
—— 8.0 x "Cash Flow" p sh
TECHNICAL 4 Lowered 98106 e Relative Price Sirengih 160
BETA 1.10 (1.00 = Market) haded area indicates recession %(2)8
2009-11 PROJECTIONS 30
. . Ann'l Total P Py P
_ Price  Gain Return r"'l"l___ 60
High 100 (+105%; 21% I T i 50
Low 65  (+35% 9% /H-“-" 'iil”!i | —T"'” 1 40
Insider Decisions || \I i’lll e I” iy Ii!| it i-”"’f T e 30
| e [T R ps
oy N0 ENANY ll“"'l”l Tkl e | [ T "
Options 0 9 0 0 000 2 0 i R et R
Sl 010 0 0 0 0 0 30 e B O % TOT. RETURN 7/06 —15
Institutional Decisions : - THIS  VLARITH.
3Q2005  4Q2005 102006 | percent 18 1yr STgaK 'NgEg -
vel '8 Ty ada| Shares 12 i HIE T R Tt ! sy, 829 523 |
HUS(000) 47222 46226 45181 R e e Y EO I Syr. 612  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 1997A | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
120.24 | 116.34 | 114.80 | 117.41 | 128.75 | 120.29 | 82.17 | 90.03 | 103.22 | 11543 | 11453 | 99.46 | 96.24 | 102.13 | 71.15| 79.76 | 94.90 | 104.35 |Revenues per sh 118.10
372| 329| 417| 487| 503| 443| 357 | 466| 569 | 673 | 611| 375 | 412 | 454 | 474 629| 7.70| 835 “CashFlow” persh 10.20
d1.16 | di52| d44 J7| 100 104| 147 219| 245| 298| 279 42| 128 | 167 | 257| 38| 440| 4.80 Earningspersh A 5.90
53 -- -- -- 10 40 40 40 40 40 A0 A0 A0 A0 40 A0 A0 .50 | Div'ds Decl'd per sh B= 70
405 279| 421 564 500 636 451 511| 559 | 691 | 523 | 393 | 171| 275| 311| 418| 7.65| 585 |Cap'lSpending persh 5.95
1235| 11.35| 886| 1003 | 11.26| 1315| 842 | 1111 | 1350 | 17.34 | 19.25| 1054 | 1210 | 1521 | 13.67 | 16.34 | 17.55 | 21.60 |Book Value per sh 36.50
3500 | 3509 3533| 3570 | 36.35| 4390| 4457 | 4739 | 4788 | 48.45 | 4866 | 4889 | 49.48 | 4998 | 52.18 | 52.28 | 47.00 | 46.00 |Common Shs Outst'gC | 47.00
.- -- - 229 239| 234| 160| 157 | 155| 130 99| NMF| 253 | 183 | 154 | 128 Bold figyresare |Avg Ann'l PIE Ratio 14.0
-- 1.35 157 157 1.00 90 81 14 .64 | NMF 1.38 1.04 81 .68 ValuejLine Relative P/E Ratio .95
3.3% - A% | 16%| 17% | 12% | 11% | 10% | 14% | 1.3% | 1.2% | 1.3% | 1.0% | 8% | *UP'S|Avg Ann'l Divid Yield 9%
CAPITAL STRUCTURE as of 6/30/06 3662.2 | 4266.8 | 49415 | 5592.8 | 5572.4 | 4862.7 | 4762.1 | 5104.3 | 37124 | 4169.6 | 4460 | 4800 |Revenues ($mill) 5550
Total Debt $578.9 mill. Due in 5 Yrs $261.4 mill. 7.6% | 88% | 88% | 89% | 83% | 54% | 6.3% | 6.5% | 10.4% | 11.6% | 11.5% | 12.0% |Operating Margin 12.5%
I(;oga\??r:tgftfs?gorcglra e,LlTZ'Z”X‘)e’es‘ fj;;fg;‘%a p | 84| HLI| 1447 16707 1644 | 1662 | 1304 | 1326 | 1024 | 1132| 13| 145 Depreciaton (Smil) 180
ge: 1o °OLAY | 502 | 1209 1300 | 1701 | 1437 288 | 752 987 | 1504 2223| 235| 245 |Net Profit ($mill) 310
Leases, Uncapitalized Annual rentals $52.8 mill. 455% | 45.5% | 44.5% | 43.5% | 46.4% | 55.1% | 39.1% | 39.5% | 39.0% | 36.7% | 37.5% | 38.0% |Income Tax Rate 38.0%
Pension Assets-12/05 $864 mill. Oblig. $1.0 bill. 22% | 28% | 2.8% | 3.0% | 26% 6% | 16% | 1.9% | 41% | 53% | 53% | 5.1% |NetProfit Margin 5.6%
) ,' ) 8| 2033 | 1929 | 1510 | 2814 | 4438 | 3954 | 507.1 | 802.1 | 8125 555 575 |Working Cap’l ($mill) 700
g’;g gg%cghifgfs";& Cum‘l’aﬁ’\'/‘é degthcrgglv'e dibje | 4772 4735 4676 | 4334 | 5346 | 5658 | 5576 | 5363 | 60L3 | S8L5| 560 | 545 |Long-Term Deb (§mil) | 490
into 4.71 shrs. of common stock. '(4% of Capl) 508.3 | 783.1 | 901.4 | 1092.9 | 1186.9 | 763.1 | 843.0 | 9438 | 7774 | 9109 825 995 | Shr. Equity ($mill) 1715
9.7% | 109% | 11.3% | 12.1% | 9.2% | 3.3% | 62% | 7.7% | 12.4% | 16.2% | 18.0% | 17.0% [Return on Total Cap'l 14.5%
Common Stock 51,732,923 shs. as of 4/30/06. 15.8% | 154% | 15.4% | 15.6% | 12.1% | 3.8% | 8.9% | 10.5% | 19.4% | 24.4% | 28.5% | 25.0% |Return on Shr. Equity 18.0%
. ) 14.4% | 17.3% | 16.8% | 16.6% | 12.1% | NMF | 7.5% | 9.8% | 17.5% | 22.8% | 25.0% | 21.5% |Retained to Com Eq 15.5%
MARKET CAP: $2.5 billion (Mid Cap) 3% | 25% | 22% | 18% | 21% | 105% | 40% | 24% | 17% | 12%| 12% | 12% |All Divids to Net Prof 13%
Cu%ﬁm POSITION 2004 2005 6/30/06 BUSINESS: Con-way Inc. (formerly CNF Inc.) provides freight ing mostly serving Con-way. Spun off Consolidated Freightways
Cash Assets 833.2 716.7 529.4 | transportation & services. Con-Way Freight and Transportation 12/96. Sold Menlo Forwarding 12/04. Officers/directors own 1.1%
gteﬁgr"’ab'es gggg ?‘7132 ?%g% (68% of 2005 revs., 88% of op. inc.) owns a regional less-than-  of common; Wellington, 11.7% (3/06 proxy). Has about 21,800 em-
Current Assets 1514:9 1444:0 1219:5 truckload_ carrier and other services. Menlo Worl(_inde ar_]d_Vector ployees. Chairman: Dr. W. Keith Kennedy, Jr. CEO: Douglas W.
Accts Payable 2529 2761 2888 SCM, a ]O!m venture with GM (32%, 12%) prowdgs logistics and ~ Stotlar. Incorporated: DE. Address: 2855 Campus Drive, San
Debt Due 112.7 150 18.6 | Supply chain management. Owns Road Systems trailer manufactur- ~ Mateo, CA 94403. Tel.: 650-378-5200. Internet: www.cnf.com.
Other 347.2 3404 3458 ) f )
Current Liab. 558 315 33 We can’t view Con-way'’s loss of Vector due to tax-loss carry-forwards from the

sale of other operations in 2004.

Putting the cash infusion to good use
could also ease the pain. In late May,
Con-Way announced that it bought back
3.75 million shares of common stock for
$221 million, representing over 7% of out-
standing shares at that time. The contin-
uation of a share-repurchase program is
more likely with the prospective asset sale.
Share buybacks and/or investments in the
growing truckload business should help
offset the earnings shortfall from the ab-
sence of Vector.

The less-than-truckload (LTL) busi-
ness remains king of the road. The car-
rier provides quality service that shippers
have been willing to pay up for. The recent
rise in fuel prices is a concern, but only
with respect that it slows the general econ-
omy; Con-Way has an effective fuel sur-
charge program.

In sum, these shares offer good
capital-gains potential to 2009-2011.
Be aware, though, that trucking is a cycli-
cal business and things could turn soar if
the economy falters.

Craig Sirois September 8, 2006

(A) 1996 data are pro forma. Based on diluted
shares. Excl. net nonrec. gains (losses): '92,
($2.34); '96, ($1.05); '98, $0.26; 99, $0.37; '00, | Next earnings report due late October.

($0.43); '01, ($8.68): '02, $0.46: '03, ($0.10);

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

'04, ($4.94); 05, $0.11; '06, $0.13; disc. ops:
'04, $0.22; 05, ($0.11); 06, ($0.13).

(C) In millions.

(B) Dividends historically paid mid-March,
June, September, and December.
= Dividend reinvestment plan availiable.

Company’s Financial Strength B+
Stock’s Price Stability 60
Price Growth Persistence 75
Earnings Predictability 40
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RECENT PIE Trailing: 26.3') | RELATIVE DIVD
COOPER COS, nvse.coo 246,89 18.0Ca )R L0700 0% |
meness 8w [T 58] 871 %8 58 8] 193] T3] ] 87 2] Wi 88 TS S oo
5 Lo it g 20
TECHNICAL Lowered 9106 |+ Relatve Price Streng 160
BETA .75 (1.00 = Market) 2-for-1 split  11/02
2009-11 PROJECT'A%”’lsTOIaI K ggggd?rfea indicates recession 100
- Price  Gain  Return o) 7Y T 80
High 85 E+80%g 16% L 60
Low 60 (+30%) 7% D E— ;'I-;L - 50
Insider Decisions T P 40
ONDJFMAMI II'pﬂu ~ 30
b 993900108 " it T I
oSl 301001301 (T pht— % TOT. RETURN 7/06
Institutional Decisions | o J«l—l . A THIS  VLARITH.
00005 4Q2005 102006 | percent 30 RN vl e I STOCK  INDEX |
to Buy 140 142 123 | shares 20 [ll L. T et eate 1 L1y ; lyr.  -356 30 [
to Sell 121 142 124| gaded 10 L1 IR Y 1 T O A G miminnnn ImEmnnmnnnnnnn 3yr. 265 523 [
HUS(000) 42724 44646 46499 TPVTOVPLS PR RO O R O T LA 0T O REEREERE REAREERTEREFRERREY Syr. 844 592
19901991 (1992|1993 | 1994 | 1995|1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
2.83 2.07 315 461 424 419 468 478 5.10 5.88 6.82 7.39 | 1000 | 12.60 | 15.04 | 17.97 | 19.45| 20.75 |SalespershA 25.60
d17 | d1.47 d73| dL12 d.08 12 88 1.79 2.32 1.08 1.30 151 191 249 333 313 355 4.30 |“Cash Flow” per sh 6.20
d.39 | d1.58 d96 | d1.25 d.23 01 71 1.85 1.92 a7 1.00 122 157 213 2.59 2.04 2.35 3.00 |Earnings per sh B 4.85
-- -- -- -- -- -- -- -- -- .02 04 .04 .05 .06 .06 .06 .06 .06 |Div'ds Decl'd per sh E .06
.03 .09 19 .09 04 .09 17 26 68 .36 51 53 74 1.04 1.24 2.61 2.60 2.65 | Cap’l Spending per sh 2.90
192 g1 2.30 .02 d.16 d.08 .66 3.77 5.03 5.84 6.85 8.07 9.88 | 1291 | 16.70 | 28.36 | 31.10 | 34.70 |Book Value per sh 46.95
17.02 | 17.13| 2012 | 20.08 | 2258 | 2315| 2334 | 2960 | 2885 | 28.13 | 28.95 | 3176 | 3153 | 32.68 | 3259 | 44.90 | 46.00 | 47.00 |Common Shs Outst'g € | 52.00
-- -- -- -- - NMF 7.0 6.3 9.3 136 16.0 178 153 15.1 212 34.5 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
NMF 44 .36 48 .78 1.04 91 84 86 112 1.82 ValuejLine Relative P/E Ratio 1.00
- - - . 2% | 2% | 2% | 2% | 2% | A% | A% | U |avg Annl Divid Yield 1%
CAPITAL STRUCTURE as of 4/30/06 109.1 | 1415 | 1472 | 1653 | 197.3 | 234.6 | 3153 | 4118 | 490.2 | 806.6 895 975 |Sales ($mill) A 1330
Total Debt $756.8 mill. Duein 5 Yrs $450.0 mill. | 19,09 | 21.5% | 25.8% | 20.7% | 28.2% | 28.0% | 24.9% | 26.2% | 27.0% | 23.9% | 23.5% | 24.5% |Operating Margin 30.0%
LI_TTDetbt $6t98-2 '"('j'_'-ss ,LtTt'”I‘.e’tes‘ $t25-° mill. 39| 47| 82| 84| 87| 10| 14| 125| 157| 486 500 550 |Depreciation ($mill 700
gy crest camed: S.36 towalineres covelage: | 166 | 484 | 56| 20| 289| 71| 489 | ess| @8] 97| 10| 10 NetProi smil) 250
-- -- .- | 32.7% | 32.4% | 28.8% | 25.0% | 24.0% | 17.5% | 15.4% | 15.5% | 15.5% |Income Tax Rate 15.0%
Leases, Uncapitalized: $18.25 mill. 15.2% | 34.2% | 39.8% | 13.3% | 14.6% | 15.8% | 15.5% | 16.7% | 18.9% | 11.4% | 12.3% | 14.4% |Net Profit Margin 18.9%
) ) ) 9.2 35.0 69.4 58.6 474 87.2 722 | 1459 | 1880 | 186.1 200 210 [Working Cap'l ($mill) 100
;fi’ll”s'o“ Assets-10/05 $19.0 mill. Oblig. $30.5 479| 91| 77| s571| 403| 606 | 1273 | 1652 | 1449 | 6327| 600| 400 |Long-Term Debt ($mill) | 50.0
: 153 | 1115| 1453 | 1641 | 1984 | 2563 | 3114 | 422.0 | 5442 | 12732 | 1410 | 1580 |Shr. Equity ($mill) 2440
Common Stock 44,952,083 shs. 30.4% | 41.8% | 27.5% | 11.3% | 12.9% | 12.2% | 11.8% | 12.2% | 13.8% | 55% | 6.0% | 7.5% |Return on Total Cap'l 10.0%
as of 5/31/06 108.3% | 434% | 40.4% | 134% | 14.6% | 145% | 15.7% | 163% | 17.1% | 7.2% | 8.0% | 9.0% |Return on Shr. Equity 10.5%
MARKET CAP: $2.1 billion (Mid Cap) 108.3% | 43.4% | 40.4% | 13.1% | 14.0% | 14.1% | 152% | 15.8% | 16.7% | 7.0% | 7.5% | 85% |Retained to Com Eq 10.0%
CUR$|$W||5LI\ET POSITION 2004 2005 4/30/06 -- -- - | 4% | 3% | 3% | 3% 2% | 3%| 3% | 2% |AllDivds to Net Prof 1%
Cash Assets 394 30.8 16.6 | BUSINESS: The Cooper Companies develops, manufacturers, and  tal Group of America, 4/99. Purchased Ocular Sciences, 1/05. Has
Receivables 99.3 1526  148.2 | markets niche health-care products. Segments: CooperVision (86%  about 7,035 employees. Officers and directors own 7.5% of com-
Ion%eenrtory (FIFO) 1%2 lgié 2%‘18 of 2005 revenues, 88% of operating income) products include toric, mon stock; FMR Corporation, 15.0% (2/06 Proxy). Chairman, CEO,
Current Assets 304:5 443:7 440:5 cosmetic, multifocal, and spherical contact lenses; CooperSurgical and President: A. Thomas Bender. Incorporated: Delaware. Ad-
Accts Payable 217 36.0 46.0 (14%, 12%) develops and markets diagnostic and surgical instru-  dress: 6140 Stoneridge Mall Road, Suite 590, Pleasanton, CA
Debt Dué 20.9 72.3 58.6 | ments for the women’s health-care market. Sold last part of Hospi-  94588. Telephone: 949-597-4700. Internet: www.coopercos.com.
8g;ferntLiab. ne2 2193 2821 Our projections for The Cooper Com- $895 million, is 4% lower than in early
—— panies require some explanation. The June while our share-earnings assessment
AfN'G‘UAL RAThES 1535‘ 5P$St ES: ‘103,31'105 Pleasanton (CA) contact-lens maker and has been reduced by $0.35 (13%), to $2.35.
ofchenge persh) - 10¥s, - Suis. 08I | surgical-instrument  supplier purchased The reductions reflect, in part, recent
“Cash Flow” -- 140% 14.5% Ocular Sciences in January, 2005. Cooper weakness in Japan. Capacity constraints
Eiﬁ\llfi'&mgs -- %gggf 15-5,3/51 is now engaged in the multiyear process of meant that CooperVision Japan was un-
BoakValue . 585% 17.0% | integrating Ocular with its own opera- able to meet strong demand for single-use
Fiscal VY =] tions. We've opted to include the associa- lenses in new strip blister packages. That
Jscal | QUARTERLY SALES (§ mill) feli| ted restructuring costs due, partly, to their said, production capacity for the strip-pack
Ends [Jan.31 Apr30 Jul3l Oct31| vear | ongoing nature. Accordingly, the good lenses is expected to increase by 60% over
2003 | 940 964 1084 1130 | 4118 margin expansion and profit growth that the next five months or so.
%ggg ig% %igg ggé %ggg gggg we envision for Cooper over the next Favorable trends and continued prod-
2006 | 2057 2114 235 2429 | 895 several years reflects not only merger- uct innovation should support decent
2007 | 225 a5 250 285 | g75 | related cost savings and factors such as fa- growth out to 2009-2011. For whatever
Focal EARNINGS PER SHARE A B =l vorable industry trends but also a gradual reasons, myopia (nearsightedness) is more
Year | ja0a1 Aor30 Jul3l Oct3l| Fiscal reduction in integration costs. common these days, necessitating vision
Ends i pr. u. i Year | Rationalization of the merged compa- correction. Newly introduced lenses, mean-
2003 | 4448 8 83 | 213| phjes' distribution facilities is under while, are safer and more comfortable,
gggg ié gg gg Ig 382 way. Upon scheduled completion in De- owing partly to increased permeability and
2006 29 30 8 84| 235 cember, 2007, the number of shipping loca- high water content. This is enabling longer
2007 50 25 100 105 | 300| tions in the U.S. and Europe will drop use of contacts as a primary means of vi-
UARTERLY DIVIDENDS PAD £ from 21 to five, yielding more than $10 sion correction.
Cg" MQ31 S0 Sen.30 Decal 5”” million in annual cost savings. Cooper Cooper shares carry our lowest rank
endar | Mar.o. Jun.ch oep.ou DEC.Sll Year | |jkely completed the U.S. portion of the for relative year-ahéad price perform-
%ggg 8%5 T 8%5 T 82 consolidation as we went to press. ance. However, capital apprectiation
2004 | 03 i 3 - ‘05 | We've lowered our fiscal 2006 and potential out to 2009-2011 is slightly
2005 | 03 -- 03 - ‘06 | 2007 projections. (Years end October above the Value Line median.
2006 | 03  -- 03 31st.) Notably, our 2006 sales estimate, at Nils C. Van Liew September 1, 2006

(A) Fiscal years end October 31st.
(B) Basic earnings through fiscal year 1997,

diluted thereafter. Excludes

charges: '00, $0.01; '05 1Q. $0.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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non-recurring
10.

Next earnings report due early Sept.

Quarterly figures may not add due to rounding.
(C) In millions, adjusted for split and reverse | (E) Dividends paid early January and early
split.

lion, $29.41/share.

July.

(D) Includes intangibles. In 2005: $1320.5 mil-

Company’s Financial Strength B++
Stock’s Price Stability 55
Price Growth Persistence 85
Earnings Predictability 65

To subscribe call 1-800-833-0046.
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] RECENT PIE Trailing: 24.1'}| RELATIVE 2 DIVD
CORN PROD. |NT |_I NYSE-cpo PRICE 3204 RATIO 22.1(Median:NMF PIE RATIO 1 8 YLD 10%
. High:| 16.0| 19.8| 17.6| 160| 185| 174 | 181 | 27.9| 302| 322 i
TIMELINESS 3 Raseq 406 ‘ ‘ Low: | 14.4| 109| 108| 95| 123| 11.9| 136| 17.2| 160 22.9 Tz%rggt ESES Rzagff
SAFETY 3 Lowered 10405 | LEGENDS
— 6.0 x "Cash Flow" p sh
TECHNICAL 1 Raised 7406 |- Relative Prce Strength 8
2-for-1 split  1/05 50
BETA .85 (1.00 = Market) 0 Rugs:dYes indi . 50
2009_11 PROJECTIONS aded area indicates recession 2for-1 0
Ann’l Total
Price  Gain  Return Al '|iI|. 30
High 40 (+25%3 7% TR AT 25
low 30 = (5%) Nil | NIl ISR EC 20
Insider Decisions Ly 1! LT L A 15
SONDJFMAM il ORI L0 i e
By 00000O0O0OO et | | . . 10
Options 0 0 0 0 0 0 0 0 0 C S e 75
oSl 000000000 et e e % TOT.RETURN 6/06 [
Institutional Decisions . THIS  VLARITH.
3Q2005  4Q2005  1Q2006 STOCK INDEX |
08uy 20 82 gq | Rercent 25 5 ANIAR 5 1yr. 303 118 [
to Sell 90 80 72 | traded 5 1T [N \ I AT nnminm 3yr. 1111 639 [
Hids(0o)) 64166 62719 64514 TR i g Sy 1034 597
Corn Products International, Inc., formed in [1996P 1997 | 1998 [ 1999 | 2000 | 2001 [2002 [2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
March 1997 to assume the operations of the 1992 | 1928 | 2347 | 2644 | 2505 | 2484 | 2940 | 3081 | 3185| 3445 | 3555 |Sales persh 4535
com refining business of Bestfoods, Inc., 160 | 184| 269 | 278 | 244 | 220 | 362 | 265| 265| 320| 350 |“CashFlow" persh 4.95
(formerly CPC International Inc.), was spun 14 60| 103 86 75 89| 106 | 125| 119| 145| 170 |Earnings persh A 2.60
off from its parent on December 31, 1997. . 04 17 20 20 20| 20 25 28 31 34 |Div'ds Decl'd per sh B 42
Bestfoods transferred the assets and 163 121 219 203| 125| 104 | 116 | 140| 193] 175| 175 Cap'lSpending persh 1.85
liabilities of its COI_’n Refmlng Business to 1385 | 1402 | 1389 | 1361 | 11.38 | 1099 | 1274 | 1459 | 16.33 | 17.55| 19.00 |Book Value per sh 24.80
CPO and then distributed all of the common 7119 | 7512 | 7391 | 7054 | 7532 | 75.32 | 7149 | 7409 | 74.09 | 7400 | 74.00 [Common Shs Outstg € | 75.00
stock of CPO to holders of common stock of NMF | 257 | 143 144 | 193 170 | 150 | 17.7| 20.1 | Bold figlresare |Avg Ann'l P/E Ratio 135
Bestfoods. 35,594,360 shares were issued NMF | 134 82 94 99 93 86 94| 108 ValuelLine  |Relative P/E Ratio 90
for the new company. | 3% | 1% | 16% | 14% | 13% | 13% | 1% | 12% | ="P  |Avg Annl Divd Yield 1.2%
CAPITAL STRUCTURE as of 6/30/06 1524.0 | 1418.0 | 1448.0 | 1735.0 | 1865.0 | 1887.0 | 1871.0 | 2102.0 | 2283.0 | 2360.7 | 2550 | 2630 |Sales ($mill) 3400
. ) . 9.4% | 10.6% | 11.4% | 16.0% | 16.4% | 14.7% | 12.6% | 17.0% | 13.1% | 11.9% | 12.5% | 14.0% |Operating Margin 14.4%
Total Debt $525.0 mill. Duein 5Yrs $520.0mil. | ™g3 471030 [ 950 | 1220 | 1350 | 127.0 | 1030 | 1830 | 1020 | 1060| 127 | 135 |Depreciation (Smill) 170
LT Debt $454.0 mill. LT Interest $18.0 mil. 230 | 110| 430| 770| 610| 570 | 630 760 | 940 900| 110| 125 |Net Profit ($mill 195
(Tota| interest coverage: 52)() 32.4% | 35.0% | 35.2% | 35.4% | 35.2% | 35.3% | 35.9% | 36.3% | 31.4% | 37.2% | 35.0% | 35.0% |Income Tax Rate 32.0%
o (28% of Cap'l) 1.5% 8% | 3.0% | 44% | 33% | 3.0% | 34% | 36% | 41% | 38% | 4.3% | 4.8% |NetProfit Margin 5.7%
Leases, Uncapitalized Annual rentals $16.2 mill. 1470 | d730| 60.0| 1160 | 69.0 [d1200 | 1380 | 1530 | 199.0 | 261.0 | 315| 380 |Working Cap'l ($mill) 700
Q&%‘ig’c‘f‘mﬁgm Pension Plan 1880 | 130 | 1540 | 3220 | 4530 | 3120 | 5160 | 4520 | 480.0 | 471.0| 460 | 450 |Long-Term Debt ($mill) | 400
1025.0 | 986.0 | 1053.0 | 1027.0 | 960.0 | 857.0 | 828.0 | 911.0 | 1081.0 | 1210.0 | 1300 | 1400 |Shr. Equity ($mill) 1860
Common Stock 74,092,774 shs 23% | 16% | 38% | 63% | 53% | 59% | 6.0% | 7.0% 70% | 62% | 7.0% | 7.5% |Returnon Total Cap'l 9.5%
o ) 22% | 11% | 41% | 75% | 64% | 6.7% | 7.6% | 83% 87% | 7.4% | 85% | 9.0% |Returnon Shr. Equity 10.5%
Market Cap: $2.4 billion (Mid Cap) 22% | 11% | 38% | 62% | 49% | 40% | 53% | 6.1% 6.6% | 56% | 6.5% | 7.0% |Retainedto Com Eq 9.0%
CU%T/IIIEL'\I{])- POSITION 2004 2005 6/30/06 -- - % 17% 23% 40% 30% 26% 24% 24% 22% 19% |All Div'ds to Net Prof 16%
Cash_Aséets 101 116 57 | BUSINESS: Corn Products International, Inc., one of the world’s company’s sales, 99% of profits. 2005 Depreciation rate 3.4%. Has
Receivables 291 287 292 | |argest corn refiners, produces high-quality food ingredients (high about 6,000 employees, 21,000 shareholders. FMR Corporation,
Icr)1¥1eenrtory (LIFO) Z'ﬁ 233 2% fructose, glucose, and maltose corn syrups) and industrial products  11.8% of common stock; officers/directors, 3.5% (3/06 proxy).
Current Assets 561 85 569 (starches, enzymes, co-products) derived from the wet milling of Chairman, President and CEO: Samuel C. Scott Ill. Inc.: DE. Ad-
Accts Payable 374 263 360 | com and other starch-based materials. Operates 37 plants in 19 dress: 6500 South Archer Road, Bedford Park, IL 60501. Tele-
Debt Due 88 57 71 | countries. North American operations account for 64% of 2005 phone: 708-563-2400. Internet:www.cornproducts.com.
8Lr;fém Liab. YT igi 43% Corn Products’ North American busi- ucts in that part of the world, resulting in

ness will likely continue to drive both

ANNUAL RATES Past

Past Est'd '03-'05

top and bottom lines in the coming

operating income falling by over 6%, to
$15 million.

Jchange fpersh) - 10vis. - srs 0 AL quarters. In fact, recent operating mar- Higher energy costs will likely be a
“Cash Flow” -- 40%  9.0% gins of 9% were the best they have been in drag on the bottom line until at least
E«fir_r&'ngg - 1;'%0 ﬁggjo over 10 years in that region, even with the end of the third quarter. By then,
B e T 0% Gow | higher-than-normal energy costs (dis- the company expects that its new coal-

: cussed below). In particular, pricing of burning boiler will be in place at its Argo,

cal- QUARTERLY SALES (§ mill.) Full | high fructose corn syrup (HFCS) was espe- lllinois plant. Corn Products locked in a
endar |Mar31 Jun.30 Sep30 Dec3l] Year | cig)jy strong in the U.S. and Canada, due relatively high price for natural gas at the

2003 | 4794 5393 5407 5426 121020 | tg the double-digit increase the company end of 2005, which has dampened earnings

%88‘51 gggg g;ég g%g gggg %ggg‘? was able to lock in for 2006. Also, favor- some in the first half and will likely do so

2006 | 6148 6449 660 6303 | 2580 able currency trends in Canada gave prof- into the beginning of the fourth quarter. In

2007 630 660 680 660 | 2630 | its @ boost. Overall, we look for 2006 share sum, we look for the increased energy

" net to improve at a 20%-25% rate. For costs to cut into earnings by between $0.08

Cal- EARNINGS PER SHARE Ful | next year, we look for earnings to advance and $0.10 per share in full-year 2006.
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | 1y "apout 1506-20%, although a better in- These shares are ranked to match the

2003 19 26 28 38 | 106| gjcation will be had when HFCS contract broader market averages over the

gggg gg gg gi %2 ﬁg prices are set at the beginning of 2007. coming six to 12 months. We look for

2006 a1 10 35 29 115 That said, ) ) mid- to high-teen annual earnings growth

2007 s 48 0 18 170| The company’s operations in other re- out to 2009-2011. However, the recent

UARTERLY DIVIDENDS PAD gions of the world have not been as popularity of corn-related companies (due
ca MQ 31 Jun30 Sen30 Decsi| vew'| bright. Notably, operating income was to the move towards the use of ethanol as
endar | Mar.o. Jun.cd oep.o) DECSLl Year | gown in both South America and South fuel) likely helped the stock rise by over

%88% 82 82 82 8? %g Korea in the second quarter. Higher net 25% in the past year, leaving this equity

2002 06 06 ‘06 06 o | Prices for corn and energy hurt results in already trading within the 3- to 5-year

2005 | 07 07 07 07 0g | Argentina. In South Korea, a weak econo- price range we foresee.

2006 | 07 08 my tempered demand for beverage prod- George Y. Lee August 4, 2006
(A) Diluted shares. Excludes nonrecurring | ber. (D) Pro forma figures for 1996 and 1997. Company’s Financial Strength B+
gains/(losses): '97, ($2.41); '00, ($0.37); '01, | (B) Dividends historically paid in January, April, Stock’s Price Stability 80
$0.10; '02, $0.14. Quarters may not add due to | July, and October. ) Price Growth Persistence 70
rounding. Next earnings report due early Octo- | (C) In millions, adjusted for split. Earnings Predictability 70
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RECENT PIE Trailing: 23.6 | RELATIVE 6 DIVD 0
COSTCO WHOLESALENDQ-COST PRICE 52.44 RATIO 21.9 Median: 24.0 /| PIE RATIO 1.2 YLD l. %
‘ High:| 98| 13.0| 226| 381| 494| 605| 464| 469| 39.0| 505| 512 57.9 i
TMELNESS 3 rasotansos | L 28) 391 396 30| 57| 85| %a| 23| 0| 23| 368 3 Tzzgggt 2828 R;Sff
SAFETY 2 Raised51206 | LEGENDS
—— 15.0 x "Cash Flow" p sh
TECHNICAL 3 Lowered84i06 |- Relaive Price Sirengtn 160
2-for-1 split  1/00 120
BETA .85 (1.00 = Market) o] Itqlo(rjmsaYes indicat 100
2009_11 PROJECT'ONS aded area Indicates recession . 30
) ~ Ann’l Total B
Price  Gain  Return I P 60
tigh 80 ﬁggﬂ 12% TR TP T 28
ow +15% 0 miuni TR Tgoia
Insider Decisions H ,! ' .l|“|II IJ’/{'"!T!Iil ! o 30
SONDJFMAM (e
By 000000O0O0O Tt G oo oot _aen | 20
gpti(unﬁs 063210760 s T E s o o
Sl 063310961 | e %TOT. RETURN 7106 |
Institutional Decisions bt —1 I S THS  VLARITH.
U065 Q5 10006 | percent 30 4 ;hl““l by o e
268 272 26 ; AENIM T : . !
Sl e6  ora son | Shares 20— bbrrt sy, 461 523 [
HIds(000) 370183 360824 372609 L e T A T Syr. 255 592
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
1988 | 2291 | 2815| 3570 | 37.84| 46.75| 49.77 | 5121 | 55.77 | 6201 | 71.83 | 77.03 | 8513 | 93.00 | 103.98 | 112.04 | 124.84 | 136.20 |Revenues per sh AP 170.55
.33 48 .63 a7 17 92 1.04 1.25 151 1.74 1.98 2.00 2.29 243 2.86 311 345 3.85 | “Cash Flow"per sh 4.90
23 37 47 .50 44 53 61 82 1.02 118 1.35 1.29 1.48 1.53 1.86 2.03 2.33 2.65 |Earnings per sh B 350
-- -- -- -- -- -- -- - -- - -- -- -- -- .20 43 .52 .55 |Div'ds Decl'd per sh Fa .60
1.89 2.97 3.45 4.14 3.87 392 452 5.78 6.82 7.98 947 | 1081 | 1251 | 1433 | 1648 | 18.80 | 20.85 | 23.25 |Book Value persh © 31.95
207.87 | 231.61 | 235.19 | 434.15 | 43559 | 390.33 | 393.15 | 427.19 | 435.18 | 442.74 | 447.76 | 451.75 | 455.33 | 457.48 | 462.64 | 472.48 | 473.00 | 473.50 |Common Shs Outst'g E | 475.00
25.2 284 355 213 19.6 141 14.9 16.9 244 30.7 311 29.7 26.8 212 20.0 22.4 | Bold figyres are |Avg Ann’| P/E Ratio 20.0
187| 18| 215 126 120| 94| 93| 97| 127| 175 202| 152| 146 | 121 | 106| 118| Vaueline |Relative P/E Ratio 1.35
- .- .- .- .- .- .- .- .- - - .- - | B 9w | eUTReSAvg Ann'l Divid Yield 9%
CAPITAL STRUCTURE as of 5/7/06 ] 19566 | 21874 | 24270 | 27456 | 32164 | 34797 | 38762 | 42546 | 48107 | 52935 | 59050 | 64500 |Revenues ($mill) AD 81000
Total Debt $599.0 mill. Duein 5 Yrs $540.0 mill. | 12205 | 125% | 12.7% | 12.8% | 12.6% | 12.7% | 13.0% | 13.3% | 13.4% | 13.2% | 13.2% | 13.3% |Gross Margin 13.3%
thchggftgézr?{iﬁ Ttle”ro couLTolr? tce.fneftsﬁsgor{‘e'! 35% | 40% | 4.2% | 43% | 40% | 3.7% | 3.8% | 36% | 38% | 3.7% | 3.8% | 3.9% |Operating Margin 4.0%
355 et com. o ot ea2.00. 252| 261| 28| 292| 313| 365| 374 | 397| 417| 433| 455| 485 |Number of Stores 550
(Total interest coverage: 45.5x) (2% of Cap’l) 2488 | 3509 | 459.8 | 5453 | 6314 | 6021 | 7000 | 721.0 882.4 | 989.3 1150 1305 |Net Profit ($m|II) 1725
Leases, Uncapitalized Annual rentals $114.7 mill. | 41.3% | 41.1% | 40.0% | 40.0% | 40.0% | 40.0% | 38.5% | 37.8% | 37.0% | 355% | 37.5% | 37.5% |Income Tax Rate 37.5%
Pension Assets N/A Oblig. N/A 13% | 16% | 1.9% | 2.0% | 20% | 17% | 18% | 17% | 1.8% | 19% | 19% | 2.0% |Net Profit Margin 2.1%
Pfd Stock None 56.7 | 1459 | 4313 | 4497 65.7 | d229.7 | 180.8 | 700.4 | 10985 | 1477.4 | 1500 | 1525 |Working Cap'l ($mill) 1600
12292 | 9170 | 930.0 | 9189 | 790.1 | 859.4 | 1210.6 | 1289.6 | 993.7 | 710.7 550 550 [Long-Term Debt ($mill) 500
Common Stock 467,970,555 shs. 1777.8 | 2468.1 | 2965.9 | 3532.1 | 4240.3 | 4882.9 | 5694.2 | 6555.0 | 7624.8 | 88811 | 9875 | 11010 |Shr. Equity ($mill) 15185
as of 6/2/06 9.4% | 11.2% | 12.4% | 12.8% | 12.9% | 10.8% | 10.3% | 9.4% | 104% | 10.5% | 11.0% | 11.5% |Returnon Total Cap’l | 11.0%
. . 14.0% | 14.2% | 155% | 15.4% | 14.9% | 12.3% | 12.3% | 11.0% | 11.6% | 11.1% | 11.5% | 12.0% |Return on Shr. Equity | 115%
MARKET CAP: $24.5 billion (Large Cap) 14.0% | 142% | 155% | 154% | 14.9% | 12.3% | 12.3% | 110% | 104% | 88% | 9.0% | 10.0% |Retained to Com Eq 95%
CU%?ELNLT POSITION 2004 2005  5/7/06 T e ) ) 10% | 21% | 22% | 20% |All Div'ds to Net Prof 17%
Cash Assets 3129.9 3459.9 3301.7 | BUSINESS: Costco Wholesale Corp., formerly known as Costco chandise directly from warehouses to a restricted membership.
msg%'t‘(’)able(f:”:o) 32235 4‘01(1)2(7) 42?‘515 Companies, Inc., was formed by the merger of Price Co. and Food and sundries account for 60% of sales. Employs 118,000. Off.
Other i 1604 211.8 275.3 | Costco Wholesale in October '93. Company operates wholesale- & Dir. own 2.4% of stock; Davis Selected Advisors, 10.7%; Bar-
Current Assets 7260.1 80864 8347.1 | membership warehouses in the U.S. (338 as of 8/05), Canada (65), clays, 7.5% (12/05 proxy). Chrmn.: Jeffrey H. Brotman. Pres. &
Accts Payable 3600.2 4213.7 4439.3 | United Kingdom (16), Korea (5), Taiwan (4), Japan (5), and 27 CEO: James D. Sinegal. Inc.: WA. Address: 999 Lake Drive, Issa-
cD)er?t Due zg%% 23%;.9 Zgggé warehouses in Mexico through a joint partnership. Sells mer- quah, WA 98027. Tel.: 425-313-8100. Internet: www.costco.com.
ther . . . - " " N
Current Liab. 61706 66000 74923 | Costco stock has come under selling department, in our view, recently intro-
———— pressure. Since early July, the issue has ducing some organic food items (e.g., milk,
OAf'mh’g’:L(pErAsTh)Es past - Past Estd 93°05| Jost over 10% of its value. Importantly, we bagged salad, yogurt), increasing the selec-
Sales 100% 105% 9.0% | think the decline is not a reflection of any tion of ready-to-eat meals, and broadening
“Cash Flow" 13.0%  10.0%  10.0% particular change in the company’s funda- its wine offerings.
Earninge 14.0%  9.0% L% | mentals (see below). Rather, it was a reac- We like the company’s long-term pros-
Book Value 155% 155% 11.5% tiog t_lc_) some gega_tfi_ve”newsh by Véi/{;ll-Mart pects, asdwell. Indeed, we Iolt_)k (1;or earn;c
" - an arget. Specifically, these discount Ings to advance at an annualized rate o
Fiscal AD [ Full . A =% .
vear N%%APR;EEEERpi\iEﬂgSSP(grmA'hg Per Fiscal| retailers reported disappointing June 10% over the next 3 to 5 years. Fueling
;8835 91;39 101'14 R 13650 4;‘53% same-store sales results, which, in turn, these gains will be an expansion of the
2004 10522 11549 10897 15139 | 48107 has investors wondering whether con- store base that will add between 30 and 35
2005 |11578 12658 11997 16702 | 52035| sumer spending will continue to weaken warehouses in 2007 and 2008, up from 26
2006 |12927 14054 13273 18796 | 59050| @nd, if so, to what degree the retail this year. (Fiscal years end around August
2007 |14100 15350 14500 20550 | 64500| Malaise will affect Costco. 31st.) An increase in the assortment of
Fiscal EARNINGS PER SHARE A & Ful | Our opinion of the company’s near- higher-margin private-label goods should
geéar Nov.Per Feb.Per May Per Aug.Per F\i(scal term business remains positive. Even also help. Kirkland Signature merchandise
28035 TR e f?é if consumers become more cautious, we currently accounts for about 16% of sales,
2004 2 18 1 w2 | 186 think Costco ought to weather the storm but we expect this figure to move north,
2005 20 54 03 ‘66 | 203 | better than its warehouse club peers. For perhaps to over 20%, in the years ahead.
2006 | 45 62 49 77 | 233| years, the company has consistently gener- Meanwhile, the company is buying
2007 5 68 5 .90 | 265| ated higher same-store sales gains than back stock. It recently speeded up repur-
both Sam’s Club and BJ’s, and we think chasing of shares under a buyback author-
- ARTERLY DIVIDENDS PAID F= : c . ! : > N P
e(n:glar MerU?al Jun 30 SepSSO Dec.3l Eé‘e'l'r this will continue. That's because we're ization that was raised by $2 billion.
2002 - - : : confident in Costco’'s ability to deliver a Although the recent pullback has
2003 | -- o o o " | pleasant shopping experience, a high level made this neutrally ranked stock’s
2004 | -- . 10 10 5| Of customer service and, most importantly, long-term appeal a little more attrac-
2005 10 10 115 15| 43| @ compelling assortment of merchandise. tive, it is still below average.
2006 | 115 13 13 "7 | It's done a particularly good job in the food Deborah Y. Fung August 11, 2006

(A) Fiscal year ends on Sunday nearest Aug.
31st. Interim periods cover 12, 12, 12, 16
weeks. (B) Primary egs. through '93, thereafter

diluted. Next earnings report due late Sept.

'03 quarterly eps don't sum to total due to [ 15¢/sh. (D) Incl. membership fees. (E) In mill.
rounding. Excludes n/r gains: '90, 3¢; '94, | adjusted for splits.
$1.38; '95, 37¢; '97, 20¢; '99, 64¢; '05, 15¢. (C)
Incl. intangibles. In fiscal '05, $71.8 mill, | Aug., Nov. = Div'd reinvestment plan available.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

Company’s Financial Strength A
Stock’s Price Stability 75
(F) Div'ds historically paid in late Feb., May, | Price Growth Persistence 95
Earnings Predictability 95
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Revenue From:
Loan Servicing Fees 465.7  280.7

. Servicing Rights8729.9 12610.8 15320 6
Ba ances—End of Period:
Servicing Portfolio 3838322 1111090 1196720
Loans-In-Process  47322.0 58803.0 64979.0

subsequently securitizes and sells its loan production (10% market-
share) to investors, retaining the servicing rights (9% marketshare).
It conducts business through branch offices. Also operates an in-
surance agency and a securities broker-dealer. As of 12/05, the

RECENT Trailing: 8.0 RELATIVE DIVD
COUNTRYWIDE Fi wscere 52" 3462150 T (ED IR -
meness S | 1| 57 15 08T a] 2] 5] 58] %[ | B[ 83 & gt boes R
SAFETY 3 Raised 3707 LEGENDS
—— 115 x "Cash Flow" p sh 128
TECHNICAL 2 Reised 8/11/06 -+ +_Relative Price Strength
3 for-2 split 5/94 96
BETA 1.05 (1.00 = Market) 4-for-3 split 12/03 odori—— | | Je-eecde---- 80
2000-11 PROJECTIONS | Sfors shlt 8lod A _ 64
Ann'l Total | Options: Yes ) @ -1 | |mmmmmqmmee- 48
Price Ga”; Retgrn haded area indicates recession Afor3l : i 40
[1(%‘ gg (?18180;3 %gozo] ] . |||||=| Iyt |||I!- T Te 32
Insider Decisions i" ,' 24
ONDJFMAMI Al 1
0By 000000000 f . g
dm 181338048 bl L :
Institutional Decisions //lpfll_l‘r e \ ! I|||| |||'I|I A I ," ’ /DTOTTEETUR\%ZQ%
32005 4Q2005 102006 | percent 30 - LT L B 1l e . STOCK  INDEX
to Buy 205 207 202 | ghares 20 iptplp et T SENCAS ALl ; lyr. 12 3.0
to Sel 217 186 198 | traded 10 S | ysealaetee [ IR T AT Ty Ty 4 3yr. 1230 523 [
HIds(000) 551444 563345 565240 1Sy P PP Freeeee] e LT S S ARRRRR AR AR T Syr. 2493  59.2
1990|1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 98 1999 [ 2000 [ 2001 [2002 [2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
127 1.03 1.96 2.83 239 2.79 337 345 439 4.45 437 5.37 893 | 1450 | 1473 | 16.69 | 19.65 | 21.95 |Revenues persh A 28.00
15 .20 43 54 31 .55 70 89 .96 1.05 .94 1.08 324 6.65 3.78 421 4.60 5.20 |"Cash Flow" per sh 6.25
12 22 .38 49 24 49 61 .80 82 .88 .79 97 1.62 415 363 411 450 5.00 |Earnings per sh BA 6.20
.03 .04 .06 .07 .08 .08 .08 .08 .08 10 .10 .08 12 .20 37 .59 .64 .68 |Div'ds Decl'd per sh C= .80
1.20 2.63 312 313 3.88 4.84 5.70 7.17 8.39 955 | 11.34| 1262 | 10.20 | 1461 | 17.73 | 21.36 | 25.60 | 30.50 |Book Value per sh 46.50
100% | 163% | 189% | 201% | 141% | 148% | 163% | 155% | 212% | 132% | 128% | 115% | 115% 73% | 183% | 164% Price To Book 150%
16354 | 317.98 | 334.01 | 364.25 | 364.25 | 408.96 | 424.37 | 436.81 | 450.47 | 453.84 | 470.92 | 490.81 | 506.24 | 553.47 | 581.65 | 600.03 | 610.00 | 610.00 |Common Shs Outst'g © | 620.00
6.8 129 10.3 10.0 15.2 10.8 105 10.9 14.0 9.7 115 112 73 44 8.6 8.5 | Bold figyres are  |Avg Ann'l P/E Ratio 115
51 82 .62 .59 1.00 72 66 63 73 .55 75 .57 40 .25 48 45 Value|Line Relative P/E Ratio 15
37%| 14%| 14% | 14% | 21% | 15% | 13% | 9% | 7% | 12% | 11% | 7% | 10% | 11% | 11% | 17%| ="' |Avg Ann'l Divid Yield 11%
CAPITAL STRUCTURE as of 6/30/06 1429.2 | 1509.0 | 1979.0 | 2018.7 | 2056.3 | 2635.7 | 4521.1 | 8026.8 | 8566.6 (10016.7 | 12000 | 13400 |Revenues ($mill) A 17350
Total Debt $76527.4 mill. | 37811 | 48772 | 92881 | 66740 | 68900 | 83500 |251900 |435750 | 363006 | 494872 | 480000 | 500000 |Loan Production ($mill) | 580000
Total Interest $5800.0 mill (80% of Cap') |™47437| 5652 | 669.7 | 689.8 | 7693 | 88L4 | 1930 | 2816 | 3137 | 36155 | 3900 | 4300 |Salary Expense (mil) | 4700
Leases, Uncapitalized Annual rentals $157.5 mill, | 2574 | 3450 | 3854 | 4102 | 3742 | 4860 | 8418 | 23730 | 21980 | 2508.1 | 2750 | 3035 |Net Profit ($mill 3840
39.0% | 39.0% | 39.0% | 35.0% | 36.2% | 38.4% | 37.3% | 38.3% | 42.0% | 39.1% | 38.0% | 38.0% |Income Tax Rate 38.0%
Pension Assets-12/05 $220.6 mill. Oblig. $373.4 18.0% | 22.9% | 19.5% | 20.3% | 18.2% | 18.4% | 18.6% | 29.6% | 25.7% | 25.2% | 23.0% | 22.6% |Net Profit Margin 22.0%
mill 158585 | 182888 | 215489 |250200 |294000 [350000 |452405 [581964 |758975 1111000 [200000 1300000 |Mortgages Serviced 1400000
Common Stock 610.744 980 shs 300.0 | 7475.2 | 4870.8 | 7649.5 | 11048 | 20455 | 13617 | 19104 | 32646 | 34153 | 40000 | 45000 |Total Debt ($mill) 60000
o ' 16115 | 2587.9 | 3018.9 | 2887.9 | 3559.3 | 4087.6 | 5161.1 | 8084.7 |10310.1 |12815.9 | 15625 | 18600 |Shr. Equity ($mill) 28820
207% | 34% | 49% | 39% | 26% | 20% | 45% | 87% 51% | 9.7% | 5.0% | 5.0% |Returnon Total Cap'l 4.5%
MARKET CAP: $21.1 billion (Large Cap) 16.0% | 13.3% | 12.8% | 14.2% | 10.5% | 11.9% | 16.3% | 29.4% | 21.3% | 19.7% | 17.5% | 16.5% |Return on Shr. Equity 13.5%
13.9% | 14.9% | 13.9% | 12.6% | 9.2% | 11.1% | 15.2% | 28.4% | 19.3% | 17.0% | 15.0% | 14.0% |Retained to Com Eq 11.5%
MORTGAGE BANKING ($Mill.) 13% 10% 9% 11% 12% % % 3% 10% 14% 14% 14% |All Div'ds to Net Prot 13%
2004 2005 6/30/06 | BUSINESS: Countrywide Financial Corp. is the world’s largest in- mortgage servicing rights portfolio was $12.6 billion; delinquency,
Loan Held For Sale 37350 36818 35390 | dependent residential mortgage lender and servicer. The company ~ 0.22%; pipeline $64 billion. Has 2,650 shareholders; 42,140 em-

ployees. Off. & dir. own 4.4% of stock; Wellington Management
Company. 5.7%. (4/06 proxy). Chairman, President and CEO:
Angelo Mozilo. Inc.: DE. Addr.: 4500 Park Granada Calabasas, CA
91302. Tel.: 818-225-3000. Internet: www.countrywide.com.

ANNUAL RATES Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11

Sales 175% 21.0% 8.5%

“Cash Flow” 11.0%  5.0% NMF

Earnings 20.0% 25.0% 8.5%

Dividends 9.0% 10.0% 21.0%

Book Value 18.0% 185%  18.0%

Cal- | QUARTERLY REVENUES ($ mill.)A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 [1450.6 1635.6 2934.4 2006.2 (8026.8
2004 11965.2 2474.7 2109.5 2017.2 |(8566.6
2005 P404.9 23079 2711.6 2592.3 10016.7
2006 P835.9 3000.2 3250 2913.9 12000

2007 PB150 3300 3750 3200 13400

Cal- EARNINGS PER SHARE A B Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 61 69 1.93 .92 415
2004 92 129 81 61 3.63
2005 | 1.13 92 103  1.03 411
2006 | 1.10 115 120 1.05 450
2007 | 120 125 135 120 5.00
Cal- QUARTERLY DIVIDENDS PAID Ca Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 | 025 .028 .03 033 12
2003 | 039 .044 .048 .066 .20
2004 | 074 075 .10 12 37
2005 | .14 15 15 15 .59
2006 | .15 15 15

Countrywide Financial should have a
solid second half of 2006. After some-
what of a slow start to the year, the com-
pany’s diversified revenues and solid lend-
ing margins helped improve second-
quarter share net by 20%. We look for
these trends to continue over the next few
quarters despite a weakening mortgage
environment as the company has done a
good job of business diversification. In par-
ticular, CFC’s banking division has been
growing at a solid pace. Notably, Coun-
trywide Bank increased its assets by 7.7%
in the June period compared to the prior
quarter. Also, the insurance segment in-
creased earnings by 54% with help from
increases in premium growth in voluntary
homeowners, and auto insurance. All told,
we look for 2006 and 2007 share net to
both improve at a high-single to low-
double-digit rate.

Management is looking to reduce
costs in the slowing mortgage market.
The company is trying to identify upwards
of $500 million in cost savings from its
mortgage division. That said, we expect
Countrywide to reinvest any cost savings,

so there would likely not be a boost to

earnings right away.

The increasing number of mortgage
defaults is somewhat of a concern. Ac-
cording to industry data, defaults of mort-
gage payments hit a three year high in
California in the second quarter. Lenders
sent out over 20,750 default notices to
homeowners in California in the June pe-
riod, an increase of 10.5% and 67%, se-
quentially and year over year, respective-
ly. Credit quality softened some in the
June period as loan loss provisions in-
creased more than threefold to $61.9 mil-
lion, year over year. However, credit quali-
ty is still relatively solid compared to his-
torical numbers.

These neutrally ranked shares are
down over 15% since our last report.
This is largely due to Wall Street's concern
with a long cyclical downturn in the mort-
gage industry. However, we believe CFC
has done a good job of diversifying its reve-
nue stream, which should cushion the
slowdown. This equity offers above-
average 3- to 5-year appreciation potential
as a result, but investors are probably best
to sit this one out for now.

George Y. Lee August 25, 2006

(A) Fiscal year 2001 was a 10-month year,
ended Dec. 31. From 2001, year ends Dec. 31;
year ended Feb. 28 of the following year before
'01. Total Rev. as reported beginning in '97.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

(B) Dil. egs. Excl. extraord. tax benefit: '99, | declared for Dec. '01 due to changes in rpting
$0.22. Next egs. rpt due late October. (C) Divid | periods. =Div'd reinvestment plan avail. (D) In
historically paid in late Jan., Apr, July, and Oct.
Plus stock: '89, 5%.

$0.03 nonrecur. divid

mill., adjusted for stock splits.

Company’s Financial Strength B++
Stock’s Price Stability 65
Price Growth Persistence 90
Earnings Predictability 55

To subscribe call 1-800-833-0046.
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RECENT 38 7 4 PIE 1 4 6 Trailing: 15.9'Y | RELATIVE 0 8 4 DIVD l 30/
. NYSE-CR PRICE . RATIO . U \Median: 15.0/| PIE RATIO YLD 070
. High:| 17.6| 21.0| 31.5| 37.6| 328| 295| 323| 29.0| 30.8| 344 | 37.8| 458 i
TIMELINESS 3 Rasea 505 low | 115 160| 183| 218  161| 186| 200| 177| 152| 258| 252| 346 Tzzgggt 2828 R;Sff
SAFETY 3 Newi7iw LEGENDS oL
3 o %{%Ig{l(ve%ansge':sl?gn pﬂ?h 100
TECHNICAL Lowered 7/21/06 Yior2 it 2 g 80
BETA 1.05 (1.00 = Market) 3for-2 split 9/98 64
Options: Yes
2009-11 PROJECTIONS haded area indicates recession 3for2 48
. Ann'l Total Tl
Price  Gain  Return |"||* L L B i i 2
High 65 (+70%) 15% t e
oW 40 ((+5°A3 2% R i ,i“ﬁﬁl'u K. N L Tl 2
Insider Decisions —tT 11;;1/1["". e = !'| AL 1 ‘T'!“. I:' 20
SOND I FMAM Loz it i o R PR u 16
toBy 00000O0O0O0 1|y It Bl IR ot A . 12
Opions 0 1 1 0 3 3 1 2 5 [HmTmr K B = RN I
to Sell 031051025 Cegte % TOT. RETURN 6/06 |8
Institutional Decisions THIS  VLARITH.
302005 4Q2005  1Q2006 STOCK  INDEX |
to Buy 78 80 118 Eﬁ;ﬁssm }8 lyr. 605 118 [
to Sell 78 75 64 | traded 5 L NIRRT 1| PRI PRI TONN N [T P ST 1 PN | AT (T 3yr. 925 639 [
HUs(000) 40314 38902 39506 PCTPCRPLIT | P T APPSO Sy 455 5.7
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 1999E | 2000 [ 2001 [2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
2046 | 18.83| 19.39| 1950 | 2446 | 2629 | 2698 | 29.82 | 3312 | 2474 | 2468 | 2659 | 2551 | 2741 | 3193 | 34.12| 36.65| 38.50 |Sales per sh 42.60
132 1.06 1.15 117 1.49 1.85 2.07 2.46 292 2.94 2.70 2.94 2.35 2.65 2.92 317 3.70 3.95 |“Cash Flow” per sh 470
87 .63 .70 12 83 111 1.34 1.63 2.00 183 1.76 1.68 1.50 1.75 1.98 2.25 2.65 3.00 |Earnings per sh A 350
33 33 33 33 33 33 33 33 37 40 40 40 40 40 40 45 .50 .50 |Div'ds Decl'd per sh Bs .62
.36 31 34 58 42 .39 14 60 .79 46 .50 .54 43 A7 .38 45 .50 .60 |Cap'l Spending per sh .75
451 434 4.03 433 4.85 553 6.76 7.80 9.39 9.05 | 10.04 | 1091 | 1092 | 1318 | 1121 | 1247 | 1475| 17.20 |Book Value per sh D 25.40
7030 | 69.17| 6741 | 67.19| 6761 | 67.78| 6849 | 6831 | 6850 | 62.80 | 60.43 | 59.69 | 59.45 | 59.68 | 59.20 | 60.41 | 60.75 [ 61.00 |Common Shs Outst'g© | 61.00
117 176 15.7 16.8 142 134 138 16.1 15.5 138 135 159 15.6 12.9 15.1 12.9 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
87 112 .95 99 93 90 86 93 81 .79 .88 81 85 74 80 .69 ValuejLine Relative P/E Ratio 1.00
33% | 3.0%| 3.0%| 28% | 2.8% | 22%| 18% | 13% | 12% | 16% | 17% | 15% | 17% | 18% | 13% | 15% | =" |AvgAnn'l Divid Yield 1.2%
CAPITAL STRUCTURE as of 3/31/06 ] 1847.7 | 2036.8 | 2268.5 | 1553.7 | 1491.2 | 1587.2 | 1516.3 | 1636.0 | 1890.3 | 2061.2 | 2225 | 2350 |Sales ($mill) 2600
Total Debt $293.8 mill. Duein 5 Yrs $100.0 mill. | 11,79 | 12.4% | 13.2% | 17.1% | 14.4% | 155% | 13.0% | 13.6% | 12.8% | 13.1% | 14.0% | 14.0% |Operating Margin 15.0%
LT Debt $293.6 mill. LT Interest $19.0 mill 494 | 554 6L5| 613 | 553 | 746 | 498 | 540 | 557| 557| 600| 620 |Depreciation ($mill) 67.0
(LT interest eamed: 9.9 total interest 921 | 1128 | 1384 | 1235 | 1078 | 1011 | 899 | 1043 | 117.3 | 1360 | 165 | 180 |Net Profit ($mill) 220
coverage: 9.8x) (27% of Cap'l) | 36.5% | 35.9% | 35.5% | 35.3% | 35.0% | 34.8% | 32.0% | 31.0% | 34.7% | 30.8% | 31.0% | 31.0% |Income Tax Rate 31.0%
o ] 50% | 55% | 61% | 79% | 7.2% | 6.4% | 59% | 6.4% 6.2% | 6.6% | 7.4% | 7.7% |Net Profit Margin 8.5%
Leases, Uncapitalized Annual rentals $13.0 mill. 286.1 | 3120 | 3478 | 2717 | 2682 | 2742 | 2211 | 2432 | 292.8 | 399.8 520 700 |Working Cap'l ($mill) 1075
Pension Assets-12/05 $565.6 m'(';-b” ss702mil | 2678| 2607 | 301 | 2868 | 2138 | 3024 | 2053 | 2059 | 2966 | 2082 275| 250 Long-Term Db (smill) | 150
9. ' 462.7 | 5325 | 6432 | 568.1 | 6068 | 6513 | 649.1 | 786.3 | 663.7 | 753.3 895 | 1050 | Shr. Equity ($mill) 1550
Pfd. Stock None 14.0% | 15.5% | 15.0% | 15.6% | 14.1% | 11.5% | 11.5% | 10.6% | 13.4% | 14.0% | 14.5% | 14.5% |Return on Total Cap'l 13.0%
Common Stock 60,771,343 shares 19.9% | 21.2% | 21.5% | 21.7% | 17.8% | 155% | 13.9% | 13.3% | 17.7% | 18.1% | 18.5% | 17.0% |Return on Shr. Equity 14.0%
MARKET CAP: $2.4 billion (Mid Cap) 15.0% | 16.9% | 17.6% | 17.0% | 13.8% | 11.9% | 10.2% | 10.2% | 14.1% | 14.5% | 15.0% | 14.0% |Retained to Com Eq 11.5%
CUR$|$W||ELI\ET POSITION 2004 2005 3/31/06 | 25% | 20% | 18% | 22% | 23% | 24% | 27% | 23% | 20% | 20% | 18% | 17% |All Div'ds to Net Prof 18%
Cash Assets 50.7 180.4 96.5 | BUSINESS: Crane Co. is a diversified manufacturer and distributor ~ (7/02), General Technology Corp. (11/02), Signal Technology Corp.
Receivables 308.1 2895  315.1 | of products for construction, aerospace, defense, and other in-  (5/03),. 2005 depr. rate: 7.6%. Has 10,500 employees, about 4,500
Ion%eenrtory (LIFO) Zggg 2;%% zggg dustries. Crane mifrs. industrial pumps, valves, and other fluid con-  common stkhidrs. Ownership: Off. & Dir, 6.6%; Crane Fund, 12.8%;
Current Assets 702:8 798:4 755:1 trol devices; vending machines; fiberglass reinforced panels; and GAMCO Investors, 7.3%; (3/06 Proxy). Chrmn.: R.S. Evans. CEO
Accts Payable 1615 1496 1507 aircraft brake systems. Spun off Huttig subsidiary (distributor of & Pres.: Eric C. Fast. Inc.: DE. Addr: 100 First Stamford PI., Stam-
Debt Dué 4 3 2| millwork), 12/99. Acquired Lasco Composites (5/02), Corva Corp.  ford, CT 06902. Tel: 203-363-7300. Internet: www.craneco.com.
85;;2“‘ Liab 421‘113'(% ggg'g ggg'g Crane’s Fluid Handling (FH) business earnings estimate for Crane Co. by a dime,
: ' — 1 continues to be the source of our op- to $2.65 a share, and our 2007 figure by
AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 timism for the remainder of the year. $0.20, to $3.00. We think that the recent
o chenge (persh) - 1oxrs - SXis, 08I | Indeed, the segment, which makes up 45% additions of CashCode and Automatic
“Cash Flow” 70% 05%  85% of the company’s total revenue, has been Products International to the Merchandis-
E.ﬁf.'&'ngs gggf %ggﬁ) 19-8‘;? on the mend in recent months, showing ing Systems division (10%) will be an addi-
Book Value 95% 5506 130% | Steady sales growth and significant mar- tional boon in 2007. )

- gin improvement. In fact, headway in the Nevertheless, we do not think that
ca- | %JAFETER%S/;LESS(%'"'%) o1| Ful| segment helped Crane report earnings of there is a reason to rush into buying
endar | Mar3l Jun.30 Sep.30 Dec3l] ear | ¢4°61 jn the first quarter (second quarter Crane shares at this juncture. They are
2003 |3765 4060 4253 4282 116360 | results were released while this report was not timely and hold below average 3- to 5-
%ggg égg% ézg% égg éggg %gggg on its way to subscribers), 19% better than year appreciation potential, despite falling
2006 |5494 560 565 5506 |2205 the previous year, and $0.09 above our roughly 10% in value since our April

’ : original estimate. We suspect that this is review. Meanwhile, we have some con-
2007 |580 590 595 585 [2350 - ; . . . - liti
EARNINGS PER SHARE A just the tip of the iceberg and that FH will cerns regarding ongoing asbestos litiga-
iji" Mar3l Jun30 Sep30 Dec.l EU” continue to benefit from recently imple- tion. Higher claims and legal costs could
endar | Var.a1 Jun. . : €4 | mented cost-cutting initiatives and price pressure profit margins further than we
%002 .Zg 4447 -52 %-75 increases going forward. have accounted for and perhaps discourage
2885 "312 gg gg 'gs Zgg And now the Aerospace business is further acquisitions.
2006 sl 6 72 61 | 285 | showing some signs of taking off. The Andre J. Costanza July 28, 2006
2007 % 73 8 76 | 300| company's second-largest division (26%) Sales (and operating margin') by Business Line
- - - - . has been in a major tailspin in recent 2004 2005 2006 2007
= B . -
eﬁg;r Mgru ?/jf Tgﬁl;]YeE)()IWgEND;OPA&C 31 \'(::alllr memory, dealing with slow demand trends g Handing 81985  9R7B0W)  102500%)  1085(10.0%)
2002 10‘ 10‘ 1p0' 10' m and an unfavorable product mix. However, Aenospace 5116(18.1%)  5543(15.5%) 600(15.0%) 635(14.5%)
. . . . . ; ; ; Eng.d Materials 2762(196%)  3048207%)  330(2L0%)  350(20.0%)
2003 | .10 10 10 10 40 it appears as though things are getting i v 709(7.7%) 82.1(39%) 900(9002) 95(9‘50/3)
%04 | 10 10 10 10 ‘40| better, as demand is starting to pick up e sysems 160258%)  16630.7%) 180(8.0%) 185(8.5%)
2005 | 10 10 15 125 45 | and operational improvements are Kicking  gonn o 18903(118%)  20612104%)  2225(105%)  2350(LL0%)
2006 | 125 125 in. In all, we have raised our full-year «ncludes depreciation etal.
(A) Diluted egs. (primary prior to '97). Excl. | Dividends historically paid in mid-March, June, | off Huttig subsidiary in 12/99. Company’s Financial Strength B+
nonrec. gains/(losses): '91, (47¢); '92, (52¢); | Sept., and Dec. = Div. reinv. plan available. (& ) Stock’s Price Stability 75
'99, (34¢); 00, 26¢; '01, (21¢); '02, ($1.71); '04 | In mill., adj. for stk. splits & divs. (D) Incl. in- Price Growth Persistence 65
($3.76). Next earnings report late October. (B) | tang. In '05: $629.1 mill., $10.41/sh. (E) Spun Earnings Predictability 80
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CULLEN/FROST RECENT 58 90 PIE 16 8(Trai|§ng: 17.9Y|RELATIVE 0 95 DIVD 240/
NYSE-CFR PRICE JU [rati0 L0, O \Wedian: 15.0/| PIE RATIO w  £.470
TueNess 3 wenszons | | 2] 193] el 308) %04l d2a 40| @3] #89) %7 Re| B3 Target Price Range
SAFETY 2 Raised1U2505 | LEGENDS
—— 13.0 x Earnings p sh
TECHNICAL 3 Raised 7706 |-+ Relaive Price Strengtn 160
- 10% Div  2/93 120
BETA .85 (1.00 = Market) 2-for-1 split  6/96
2-for-1 spit 6/99 100
2009'11 PROJECT'ONS Options: Yes 80
. Ann’l Total | Shaded area indicates recession
Price  Gain Return e 60
High 80 (+35%; 10% 7ord P T ——— 50
Low 60 (Nil 3% *or | .I'| | Lttt - 40
Insider Decisions e I;I!I I||“I BaHITn 30
o 950350000 e WP 2
ptions -0 Teoe Peenee % L A PR e etenes| _ 0as""c, RO
oSl 000050040 - prbepasaestce o sete0et] ene 15
Institutional Decisions /4 it %TOTTEETUR\%ZQ%
0005 Q05 102006 | percent 12 Ly Socc TnoexT L
Nel #e 86 eo|Shares 8 A T i 3y 22 523
HIUs(000) 36063 36487 37620 L o T IIIIIIII I IIIIIIIIIIIIIIIIIIIIIIIIIIIIII Il Syr. 894  59.2
1990|1991 | 1992 | 1993 | 1994 | 19951996 | 1997 [ 1998 | 1999 | 2000 [2001 | 2002 [2003 | 2004 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
d21 42 87 83 1.02 1.20 1.38 1.39 1.78 2.03 1.46 2.33 248 2.66 3.07 3.50 3.90 |Earnings per shA 5.50
-- -- -- .04 A7 29 41 48 58 68 .76 .84 .88 94 1.04 117 132 1.45 |Div'ds Decl'd per sh B= 1.80
4.45 439 4.95 6.21 6.64 7.62 8.43 9.06 9.70 964 | 11.14 | 1158 | 1372 | 1487 | 1584 | 18.03 | 21.45| 23.95 |Book Value per sh 33.95
39.00 | 40.18| 41.65| 44.04| 4449 | 4480| 4496 | 4508 | 52.86 | 52.82 | 51.43 | 51.36 | 51.30 | 51.78 | 51.92 | 54.48 | 56.00 | 56.00 |Common Shs Outst'g © 56.00
- NMF 136 10.1 10.6 10.2 115 15.7 19.4 147 139 228 148 141 16.6 15.8 | Bold figyres are |Avg Ann’l P/E Ratio 13.0
NMF 82 .60 .70 68 12 90 1.01 .84 .90 117 81 .80 88 83 Value|Line Relative P/E Ratio .85
- - A% | 1% | 27%| 29% | 22% | 21% | 26% | 27% | 25% | 25% | 27% | 23% | 24% | =" |Avg Annl Divid Yield 2.7%
CAPITAL STRUCTURE as of 6/30/06 4883.4 | 5230.6 | 6869.6 | 6996.7 | 7660.4 | 8369.6 | 9552.3 | 96721 | 9952.8 | 11741 | 13790 | 15520 |Total Assets ($mill) 21000
Total Debt $402.4 mill. 2215.8 | 26017 | 3593.0 | 4108.4 | 44714 | 4445.7 | 4436.3 | 4507.2 | 5089.2 | 6004.7 | 6850 | 7500 |Net Loans ($mill) 9000
o . 179.1| 2049 | 268.0 | 297.0 | 3228 | 316.2 | 3140 | 3138 | 3314 | 3913 500 575 [Net Interest Inc ($mill) 730
Leases, Uncapitalized Annual rentals $15.0 mill. 73| 79| 04| 124| 141| 400| 225| 105| 25| 1203| 200| 300 |Loan Loss Prov'n $mill)|  50.0
Pension Assets-12/05 $83 mill. Oblig. $113 mil. 945 | 1093 | 1387 | 157.1| 1709 | 1929 | 200.7 | 2154 | 2251 2304 | 240 [ 250 [Noninterest Inc ($mill) 375
1806 | 207.6 | 2785 | 2930 | 3133 | 3526 | 3121 | 3260 | 3450 | 367.0 425 460 |Noninterest Exp ($mill) 590
Preferred Stock None 55.0 63.5 75.7 976 | 1088 779 | 1222 | 1305 | 1413 | 1654 200 225 |Net Profit ($mill) 315
35.9% | 35.7% | 35.7% | 34.3% | 345% | 33.1% | 32.1% | 32.2% | 32.4% | 32.3% | 32.5% | 32.5% |Income Tax Rate 32.5%
Common Stock 55,568,715 shs. 112% | 1.21% | 1.10% | 1.40% | 1.42% | .93% | 1.28% | 1.35% | 1.42% | 1.41% | 1.45% | 1.45% |Return on Total Assets | 1.50%
(as of 7/20/06) 1 | | --| | 2184 | 2657 | 2558 | 377.7| 4154| 390| 375 Long-Term Debt(Smil) | 300
MARKET CAP: $3.3 billion (Mid Cap) 3789 | 4084 | 512.9 | 509.3 | 573.0 | 504.9 | 7038 | 770.0 | 822.4 | 982.2| 1200 | 1340 |Shr. Equity ($mill 1900
ASSETS(SMILL) 2004 2005 6/30/06 | 78% | 7.8% | 75% | 7.3% | 75% | 7.1% | 7.4% | 80% | 83% | 84% | 85% | 85% |Shr.Eq.to Total Assets | 9.0%
Loans, Net 5089.2 6004.7 6491.5 | 45.3% | 49.7% | 52.3% | 58.7% | 58.4% | 53.1% | 46.4% | 46.6% | 51.1% | 51.1% | 50.0% | 48.5% |Loans to Tot Assets 43.0%
ggggﬁtﬁgd el %g%‘g zggg; 145% | 155% | 14.7% | 19.2% | 19.0% | 13.1% | 17.4% | 16.9% | 17.2% | 16.8% | 16.5% | 17.0% |Return on Shr. Equity | 16.5%
Other Earning 5491 8794 567.6| 9.7% | 103% | 8.8% | 12.1% | 12.1% | 5.8% | 11.0% | 10.7% | 10.6% | 10.6% | 10.5% | 10.5% [Retained to Com Eq 11.5%
Other 5911 7453 8508 33% | 34% | 40% | 37% 36% | 56% 3% | 3% 38% 3% | 3% 36% |All Div'ds to Net Prof 32%
Il')fp%!-iglEs(SSMlLL') 8105.7 91464 9078.4 BUSINESS: Cullen/Frost Bankers, Inc., is a financial holding com-  struction real estate, 10.3%; home equity & other consumer, 12.2%;
Funds Purchased 506.3 7405 761.0 | pany based in San Antonio, Texas, with $11.4 billion in assets. Net land, 5.5%; 1-4 family, 1.6%; other, 0.3%. Had 3,386 employees at
Borrowings 377.7 4154  402.4 | charge-offs were .13% of average loans in Q2'06. At 6/30/06, loan  12/31/05. Officers and directors own 6.2% of common stock (4/06
Sh’ Eqwty ?‘21%‘71 gggg 12%2% loss reserve was 1.30% of loans; nonperforming assets, .72% of Proxy). Chairman and CEO: Richard W. Evans, Jr. Incorporated:
T otal 9952:8 1Tz 41: 7 11402:8 Ioang and foreclosgd property. Loans b(eakdown at 6/30/06: com- Texas. Address: 100 W. Houston Street, San Antonio, Texas
Loan Loss Reserve 758 803 856 mercial and industrial, 46.4%; commercial mortgage, 23.7%; con-  78205. Telephone: (210) 220-4011. Internet: www.frostbank.com.
Net Interest Margin _ 4.05% 4.45% 4.70%° | Cullen/Frost has been active on the loan growth. In the June period, net
ANNUAL RATES  Past Past Est'd'03-'05| acquisition front. Last month, it signed loans increased by approximately 18%.
ofchange (persh) - 10¥s, - spis 0 AL | a definitive agreement to purchase Texas- The increase was mostly attributed to
Eamnings I12%  o5% 125% | based Summit Bank, for about $143 mil- strong commercial loan operations. For the
Dividends 205%  95%  9.5% lion in cash and 3.8 million shares of Cul- year, we estimate that net loans will ad-
Book Value g6 10.9% 13.0% | len's common stock. Upon completion of vance by 10%-15%, since commercial lend-
i i : the deal, each Summit shareholder will re- ing activities should continue to perform
cal- NET LOANS ($ mil.) ceive $11.50 and .2933 common shares of well. However, looking towards the
endar |Mar.31 Jun.30 Sep.30 Dec.31 CFR. We view this addition as a positive 2009-2011 period, we believe that annual
2003 | 4427 4378 4442 4507 for Cullen, since it will add over $1.1 bil- net loan growth will slow to a mid-single-
2004 | 4643 4732 4870 5089 lion in assets, and expand its market digit rate, since the housing market has
2005 | 5326 5512 5632 6005 share in the high-growth Fort Worth area. been weak of late, and may well be less
2006 | 6427 G492 6650 6850 This transaction is scheduled to be com- robust for a few more years.
2007 | 7100 7250 7350 7500 pleted in the fourth quarter, and we es- These neutrally ranked shares are
cal- EARNINGS PER SHARE A Full | timate that Summit will add $0.03-$0.05 holding their own in a choppy mar-
endar |Mar31 Jun30 Sep.30 Dec3l| Year | to share net in 2007, with greater gains ket. Strong loan growth should lead to a
2003 | 60 65 62 .6l | 248| peing realized thereafter. However, since share-net advance of almost 15% this year,
2004 | 62 65 68 .71 | 266| this deal still awaits shareholder and reg- which is providing support. However, long-
2005 1 .70 779 81| 307] ylatory approval, it is not included in our term accounts may want to remain on the
%88‘75 gg gg 188 18% ggg financial presentatior]. Furthermore, ) sidelines, since this issue al_ready trades
: : : : The company continues to seek addi- near the low end of our projected Target
Cal- | QUARTERLYDIVIDENDSPAID®= | rull | tional purchases. It currently has over Price Range for the 2009-2011 period.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | $550 million in cash, more than enough for That said, our earnings projections out to
2002 | 215 22 22 22 88 | several more acquisitions. In our view, that timeframe may be enhanced if the
2003 | 22 24 24 24 941 CFR will continue to look for expansion company can complete the purchase of
2004 | .24 265 265 265 | 104 gpportunities in the growing Dallas, Hous- Summit Bank, and make additional acqui-
2005 | .265 .30 30 30 Ny ton, and San Antonio markets. sitions over the next few years.
2006 | .30 34 Cullen continues to generate healthy lan Gendler August 25, 2006

(A) Diluted earnings. Next earnings report due | (B) Dividends historically paid mid-March,
June, September, and December.

late Oct.
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6/30/06.

(C) In millions, adjusted for stock splits.
(D) Net interest margin for the quarter ended

Company’s Financial Strength B++
Stock’s Price Stability 90
Price Growth Persistence 100
Earnings Predictability 80
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RECENT 28 40 PIE 15 4 Trailing: 17.1'}| RELATIVE 0 89 DIVD 090/
- NYSE-cw PRICE . RATIO & \ Median: 14.0/| PERATIO U, YLD J70
High:| 67| 69| 100| 121| 102| 128| 134| 200| 236| 30.1| 337 351 i
;I/zAFEELTlsESS g towere::jzgze IL_E\g(I;V;ENDS 44 6.2‘ 62| 83| 76| 84| 100| 113| 130| 218| 244| 268 et oe Range
2 oy, |, R 13
e o o |FSIEE B B
. .00 = Markef :or: spli 2.for-1 64
2009-11 PROJECTIONS_ | amons s " i
. ~Ann'l Total | Shaded area indicates recession [ | | | | | | | | | | | [Fre=eAEme-
Price  Gain Return 24for-1 I 32
High 45 (+60%) 13% i T L e B EEE L Err
Low 30 (+5%) 3% il 4 2
Insider Decisions I T’ ig
SONDJFMAM [ S e
0By 0000O0O0O0OO I EL 12
Optons 0 0 0 0 00110 ol n/ . [ N LA R S R
loSeH' 0 000 .O'O 111 "",J'/]"T |||'|=|'||I,I' .-° PRl . .......0 *® %e® gl e” % TOT. RETURN 6/06 |8
Institutional Decisions — JW"II R v r e | * THIS  VLARITH.
302005 4Q2005 102006 | percent 15 Sabag™te,t oo L opee oglge o et STOCK  INDEX |

to Buy 75 65 77 | shares 10 . Did AT A1 1yr. 153 118 [

to Sell 61 73 59 | traded 5 M TR T 3yr. 9.7 639 [

HUs(000) 31362 30500 24720 bbbt el oo o) AT T AT Syr. 1400  59.7
M1990E | 1991|1992 | 1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [ 2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11

4.93 472 4.44 392 383 3.80 420 5.39 6.12 7.30 8.23 826 | 1249 | 17.95 | 22.27 | 26.00 | 27.85| 30.00 |Sales persh 36.00
81 .79 .79 .63 75 .68 62 .86 .95 111 1.30 133 147 2.01 247 2.83 3.00 3.40 |“Cash Flow” per sh 4.20
.52 49 49 .35 48 45 40 63 71 .78 93 .99 1.00 1.25 151 1.72 1.85 2.15 |Earnings per sh A 2.90
.16 13 13 13 13 13 13 13 13 13 13 14 15 .16 18 .20 .24 .28 |Div'ds Decl'd per sh Bs 40
.29 19 A7 12 A1 A7 .35 28 .26 .50 .24 AT .85 .80 .76 .98 1.10 1.10 |Cap’l Spending per sh 1.15
3.05 3.46 3.83 3.56 3.92 424 451 5.03 5.63 6.43 724 843 | 1001 | 11.52 | 1343 | 14.67 | 16.20 | 18.10 |Book Value per sh © 25.05

4034 | 4049 | 4049 | 4049 | 4049 | 4062| 40.65| 40.70 | 40.76 | 40.16 | 40.07 | 41.53 | 41.09 | 4157 | 42.88 | 43.49 | 4450 | 4500 [Common Shs Outst'g O | 46.50

6.7 79 17 12.7 9.0 117 16.6 12.7 139 116 109 119 158 132 17.2 16.6 | Bold figyres are |Avg Ann’l P/E Ratio 135
.50 .50 AT 15 59 78 1.04 73 72 .66 g1 .61 86 15 91 .89 ValuejLine Relative P/E Ratio .90
47% | 32% | 33%| 28% | 29% | 24% | 1.9% | 16% | 1.3% | 14% | 13% | 11% | 1.0% | 1.0% % | 7% | UM |Avg Annl Divd Yield 11%
CAPITAL STRUCTURE as of 3/31/06 ] 1705 | 2194 | 2494 | 2933 | 3296 | 3432 | 5133 | 746.1 | 955.0 | 1130.9 | 1240 | 1350 |Sales ($mill) 1675
Total Debt $383.4 mill. Duein 5 Yrs $130.0 mill. | 1650 | 19.3% | 17.8% | 17.8% | 20.2% | 17.2% | 15.6% | 16.2% | 16.5% | 16.3% | 16.4% | 16.5% |Operating Margin 17.0%
(Lgst?;gtt;jﬁzgl'}u'ttrestg\jg:g’?%%f)-o mil. 89| 91| 97| 129 143| 147| 187 3L3| 407| 479| 500 540 |Depreciation (mill) 60.0
% oo of Capital) | 161| 259| 20| 317 79| 406 | 416| 523| 651| 753| 830| 100 |NetProfit(§mill) 13

33.2% | 32.7% | 38.9% | 43.4% | 39.6% | 35.8% | 39.7% | 37.8% | 34.1% | 36.4% | 37.0% | 37.0% |Income Tax Rate 37.0%

Leases, Uncapitalized Annual rentals $15.5 mill. 9.4% | 11.8% | 11.6% | 10.8% | 11.5% | 11.8% | 8.1% | 7.0% | 6.8% | 6.7% | 6.7% | 7.4% |Net Profit Margin 8.1%
Pension Assets-12/05 $229.1 mill. ) 1154 | 1328 1308 | 1245 | 1498 | 149.9 | 1372 | 2386 | 2122 | 269.0 | 360 | 435 |Working Cap'l ($mill) 680
Oblig. $137.5mill. | 103 | 103 | 202 | 342| 247| 214 | 1190 | 2242 | 3409 | 3640| 375| 350 |Long-Term Debt ($mil) | 225

preferred Stock None 1834 | 2049 | 2296 | 2584 | 2902 | 350.0 | 4112 | 4789 | 5756 | 6382 | 720 | 815 |Shr. Equity ($mill) 1165
Common Stock 43,804,922 shares 84% | 12.1% | 11.7% | 11.0% | 12.2% | 11.1% | 8.0% | 7.8% 78% | 83% | 85% | 9.0% |Returnon Total Cap'l 10.0%
as of 4/30/06 o ) 8.8% | 12.6% | 12.7% | 12.3% | 13.1% | 11.6% | 10.1% | 10.9% | 11.3% | 11.8% | 11.5% | 12.0% |Return on Shr. Equity 12.0%

MARKET CAP: $1.2 billion (Mid Cap) 6.0% | 10.1% | 10.3% | 10.2% | 11.3% | 10.1% | 8.6% | 9.6% | 10.0% | 10.5% | 10.0% | 10.5% |Retained to Com Eq 10.0%
CUR$I$WI|ELI\ET POSITION 2004 2005 3/31/06 | 32% | 20% | 18% | 17% | 14% | 13% | 15% | 12% | 12% | 11% | 13% | 13% |All Div'ds to Net Prof 14%
Cash_Aséets 41.0 59.0 39.7 | BUSINESS: Curtiss-Wright Corporation provides engineered prod-  trial markets; Metal Treatment (18%) provides a variety of metal-

Receivables 2141 2447 2585 | ycts and services to three industries: Flow Control (41% of '05 improvement services. 2005 depreciation rate: 9.8%. Officers &
Ion%eenrtory (Avg Cst) 1%8(2’ ljgg 132? sales) provides highly-engineered flow-control products for military ~ directors own 1.1% of common; major shareholders, 29.1% (3/06
Current Assets 409'3 490'5 500'2 and commercial applications; Motion Control (41%) provides me-  proxy). Has about 5,895 employees. Chairman & CEO: Martin R.
Accts Payable 65.4 80I5 72.6 chanical and drive systems, embedded computing solutions, and Benante. Inc.: DE. Address: 4 Becker Farm Road, Roseland, NJ

Debt Dué 16 9 5.9 | electronic controls and sensors for defense, aerospace, and indus-  07068. Telephone: 973-597-4700. Internet: www.curtisswright.com.
85;;2“‘ Liab ig% ;ggé iéﬁ'g Curtiss-Wright likely got off to a slow in the coming six months, too. Lastly,

_ - — | start this year Indeed, in the six higher global shot-peening revenues in the

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ months ended June 30th, it probably commercial aerospace market, along with
o chnge (persh) - 10¥r8 Sy, ©oell | posted a slight share-earnings decline on a strong demand in the heat-treating busi-

“Cash Flow” 135% 17.0% 95% | 9% revenue advance. Although sales and ness within the general industrial market,

E.ﬁf.'&'ngs lgg‘;f 12-%} ﬁg‘;ﬁ] new order growth should have been also augur well in the second half. All told,

BoakValue 1300 1520 115 | strong, margins were likely squeezed we look for a share-net gains of about 15%

- some. Higher raw material and trans- in both the September and December

Cal- " 3(?1UAJRTEF§'E;{5/S‘LESS(3'"'D“-) 3l Full | portation costs seem to be the main cul- quarters.
endar Mar.3l Jun.S0 Sep.30 Dec3l] Year | rits for the narrower operating margin. We think 2007 will be another banner

2003 |1799 1829 1896 1937 | 7461 |nterest rate increases associated with year. Curtiss-Wright ought to continue

%ggg %gg gégg %g?g é?%é 1?388 long-term debt refinancing and the inclu- seeing increased demand for its new tech-

2006 | 2826 3074 315 335 1040 sion of stock-based compensation expenses nologies, many of which are still at the be-

2007 1315 330 340 365 |1350 | Probably compressed operating and profit ginning of their life cycles. The company is

EARNINGS PER SHARE A margins, as well. also progressing on developmental con-

iji" Mar3L Jun30 Sen.30 Dec.3l EU” . but the second half looks bright. tracts that could provide substantial

endar jVar.31_Jun. Lk : €& | The strong growth in new orders should growth opportunities next year. Finally,

5002 -3‘7" -22 -32 -25 %Zi give Curtiss-Wright some momentum the aerospace, defense, and oil & gas mar-

2885 '24 "311 "310 'Sg 1?2 heading into the rest of the year. In fact, kets should remain somewhat robust in

2006 28 45 46 66 | 1s5| the company’s backlog is looking stronger 2007. To sum, share earnings seem set to

2007 46 49 54 66 | 215 than ever, with about half of the sales ex- advance more than 15% over our 2006 fig-

‘UARTERL‘YDIVIDEI\‘JDSPAIDQ — pected for the remainder of the year in- ure.

gg"r MQ31 U130 Sen30 D '31 5””r cluded in the recent figure. Good revenue These shares do not offer much in-

endar_Mar.s1 Jun.s0 -ep.ol Dec. €&l ] gains appear on tap for the Flow Control vestment appeal at this juncture. The

2002 | -- 038 038 .075| 15| segment due to the strength of the oil & stock is an average choice for the year

%ggi - 83? 832 883 %g gas and naval-defense markets. Increased ahead and offers below-average 3- to 5-

2005 N 045 o5 05| 20 repair and overhaul sales in the commer- year price appreciation potential.

2006 | -- ‘% 06 ““| cial aerospace market should be realized Erik A. Antonson July 28, 2006
(A) Primary earnings through '96, then diluted. | penses from '06. Next earnings report due late | tangibles. In '05: $546.4 million or $12.56 a Company’s Financial Strength B++
Excludes net nonrecurring: '90, d$.35; '91, 4¢; | October. (B) Dividends historically paid in April, | share. (D) In millions, adjusted for stock splits. | Stock’s Price Stability 75
'92, 5¢; '93, d$.49; '94, d1¢; '97, 5¢; '99, 18¢; | July, October, and December. = Dividend rein- | (E) Special dividend of $3.75 a share was paid | Price Growth Persistence 100
'00, d8¢; '01, $.54; 02, 9¢. Includes options ex- | vestment plan available. (C) Includes in- 8/15/90. Earnings Predictability 100

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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RECENT PIE Trailing: 23.6'}| RELATIVE DIVD
CVS CORPORAT'ON NYSE-cVS PRICE 3543 RATIO 22.1(Media|g: 240 | PIE RATIO 126 YLD 05%%:
mewess 3 wesson | [ o] (98] 3T 28] B[ %3] Ha[ HE 63 R 6] M Tngs e Range
SAFETY 3 Newlt067 LEGENDS
— 16.0 x "Cash Flow" psh |G 128
TECHNICAL 3 Lowered 92206 | - Relaive Price Strengh
-for-1 split  6/98 96
BETA .90 (1.00 = Market) 2-for-1 split 6/05 80
2006-11 PROJECTIONS | 8hetien rea indicates recession_|————————————t—————————— |11 feroerqerces 64
) ~Ann’l Total 2-for- 48
) Price  Gain Return 4 1= | [=====q====- 40
High 70 (+100%g 19% 2for-1 T 3
Low 45 (+25%) 7% T T
Insider Decisions L ||!"I" ity ot T 24
NDJFMAMIJJ I ||“|I .ll ! I *:lﬁi’/ .|"'“'I'
By 00000O0O0OQO LM 'I...JL'“# ! 16
Opions 0 0 0 00 00O O R B AV o I T LITTR 12
sl 100000000 i L e el - | % TOT. RETURN 8/06
Institutional Decisions b N K P THS  VLARITH
Q005 102006 2Q006 | percent 15 S ST iy stock WDEX” |
bl 03 3% 307 |chares 10 L 11 1110111 AT e A 3y 1096 494
Hids(000) 663852 655609 661570 L D Sy 921 704
“Consumer Value Stores” began as a| 1996 1997F | 1998 | 1999 P000F [ 2001 |2002 |2003 | 2004 | 2005 [ 2006 | 2007 | ©VALUELINE PUB. INC. | 09-11
health and beauty aids chain in '63. It grew | 12.96 | 1847 | 1957 | 23.08 | 2560 | 28.45 | 30.76 | 3362 | 38.15| 4544 | 53.05| 59.70 |Sales persh A 73.95
to 17 stores in '64. The first pharmacy 54 85 9| 115| 130| 121| 129| 149 | 175| 228| 240| 280 |“CashFlow"persh 3.75
opened in '67. In '69, the chain was sold to 36 54 63 8 90 8 88| 103 | 110| 1.38| 152| 1.85 |Earnings persh B 2.60
Melville, which aggressively expanded the 03 1 1 1 1 12 12 12 14| 14 15 15 |Div'ds Decl'd per sh Ca 18
operation, and coupled that with an aggres-| 222 | 301 | 363| 434| 515| 551 | 629 | 731| 843 | 1023| 1190 | 13.75 |Book Value per sh 20.30
sive acquisition strategy that included Revco | 426.40 | 689.60 | 780.42 | 783.99 | 784.64 | 78177 | 786.14 | 790.77 | 801.92 | 814.31 | 823.00 | 825.00 |Common Shs OutstgD | 825.00
and Arbor Drug. Melville restructured in'95, [ 277 | 245 323 | 293 | 237 | 283 | 168 | 141 | 184 | 184 | Bold figlresare |AvgAnnlP/ERatio 225
and changed its name to CVS on 11/19/96. 174 | 141| 168| 167 | 154| 145 92 80 97 96| ValuelLine |Relative P/E Ratio 150
CAPITAL STRUCTURE as of 7/1/06 3% | 8% | 6% | 5% | 5% | 5% | 8% | 8% | 7%| 5%| ="M |AvgAnn'lDivd Yield 3%
Total Debt $6289.5 mill. Due in 5 Yrs $6200.0 mill. | 55981 | 12738 | 15274 | 18098 | 20088 | 22241 | 24182 | 26588 | 30594 | 37006 | 43675 | 49250 |Sales ($mill) A 61000
(LTT tD??r:fr”?O-zvmr'"- ,LlTZ'{‘X‘ffGSt $215.0mill. | 28005 | 27.6% | 27.0% | 26.9% | 26.7% | 25.6% | 25.1% | 25.8% | 26.3% | 26.8% | 27.0% | 27.0% |Gross Margin 275%
olel INferest coverage, 52 (6% of Cap) | 68% | 74% | T7% | 78% | 80% | 65% | 636 | 66% | 64% 7% | 7.0% | 70% Operating Margin 7.5%
Leases, Uncapi[anzed Annual rentals $1276.5 1408 3888 4122 4098 4133 4191 4087 4179 5375 5471 6250 6600 |Number of Stores 7200
mill. 1675 | 380.0 | 510.1 | 6351 | 7345 | 638.0 | 718.6 | 847.3 | 9188 | 11721 | 1285 | 1600 |Net Profit ($mill) 2250
Pension Assets-1/05 $275.6 mill. Oblig. $421.2 | 40.6% | 43.5% | 41.3% | 41.0% | 40.0% | 39.4% | 38.0% | 38.4% | 34.2% | 38.6% | 38.5% | 38.5% |Income Tax Rate 38.5%
mil. 30% | 3.0% | 33% | 35% | 37% | 29% | 3.0% | 32% | 3.0% | 32% | 2.9% | 3.3% |NetProfit Margin 3.7%
Pfd Stock $220.7 mill. Pfd Div'd $14.0 mil. 790.8 | 8300 | 11659 | 17181 | 19725 | 2388.2 | 2876.2 [ 3007.3 | 3060.7 [ 3808.8 | 2000 | 2500 [Working Cap'l ($mill) 3750
Incl. 4.1 mill. ESOP cum. conv. shs. ($53.45 liqui- | 303.7 | 272.6 | 2757 | 5585 | 536.8 | 8104 | 10763 | 753.1 | 1925.9 | 1594.1 | 3300 | 2300 |Long-Term Debt ($mill) 1750
dating value.) Each conv. into 2.314 com. shs. 1245.1 | 23614 | 3110.6 | 3679.7 | 4304.6 | 4566.9 | 5197.0 | 6021.8 | 6987.2 | 8331.2 | 9800 | 11350 |Shr. Equity ($mill) 16750
acsr;rgfgr}osétock 821,421,000 shs. 11.7% | 14.8% | 15.4% | 154% | 15.6% | 12.4% | 11.8% | 12.8% | 10.6% | 12.9% | 10.5% | 12.0% [Return on Total Cap'l 12.5%
. . 13.5% | 16.1% | 16.4% | 17.3% | 17.1% | 14.0% | 13.8% | 14.1% | 13.1% | 14.1% | 13.0% | 14.0% |Return on Shr. Equity 13.5%
MARKET CAP: $29.1 billion (Large Cap) 113% | 14.7% | 144% | 15.6% | 15.6% | 12.4% | 12.4% | 12.6% | 1L8% | 12.5% | 12.0% | 13.0% |Retained to Com Eq 125%
CURRENTPOSITION - 2004 2005 71106 | agyq | 0% | 20% | 16% | 14% | 16% | 15% | 12% | 13% | 11% | 10% | 8% |All Divids to Net Prof %
Cash Assets 392.3 5134 532.3 ["BUSINESS; CVS Corporation is the nation’s largest drug chain, in utes abt. 70% of sales; 3rd-party, about 94% of Rx sales. lis
ﬁ,?,g%%??le(?qpo) %Zggg ég?gg éggég number of locations, pwith 5,471 drugstores (a% of 12?05) in 36 PharmaCare business coverspovtgr 30 million lives. Has about
Other 309.1 319.9 347.1 | states, mainly in Northeast, Mid-Atlantic, Southeast, and Midwest 145,500 employees, 12,000 shareholders. FMR Corp. owns 10.9%
Current Assets 7919.5 8392.7 9549.7 | regions, and D.C. New stores avgerage about 11,500 square feet. of common stock; Off: & Dir:, 1.7% (3/06 proxy). Chrmn., Pres. &
éc%tts[;’uagable Zszgg Zggzg %8;% Holds leading share in most of its markets. Major acgs. incIu_de CEO: Thomas M. Ryan. Inc.. DE. Address.. One CVS Drive,
O?her 18867 15914 14187 Sav-On and Osco (6/06) and Eckerd (8/04). Pharmacy (Rx) contrib-  Woonsocket, Rl 02895. Tele.: 401-765-1500. Web: www.cvs.com.
Current Liab. 48588 45839 86321 | CVS continues to roll on . . . Indeed, the stores is expected to be dilutive over the
oa.0c | drug store chain posted second-quarter next few months. In fact, it will take time
th‘ﬁ“aﬁg’lﬁpﬁéﬁfs 1563(?; ;\?rsst ES{O%S?M% share earnings of $0.40, 22% higher than to bridge the performance gap between
Sales i -- 110% 11.0% | the year before. Sales increased roughly these underperforming units and existing
E%?rfiﬂgs'ow T 90%  13.0% | 16%, to $10.6 billion, thanks to the devel- CVS stores. Meanwhile, the financing of
Dividends - 15% 55% | opment of Medicare Part D and aggressive the deal creates some speculation, as well.
Book Value -- 150% 155% | store expansion, while margins continued In order to fund the purchase, CVS was
Cal- QUARTERLY SALES (5 mill) Fui | to benefit from strict cost management. forced to take on considerable debt. Such
endar |Mar.Per Jun.Per Sep.Per Dec.Per| Year | BOth ~ front-end and pharmacy sales financing has resulted in much higher in-
2003 | 6312 6444 6378 7452 | 2658g| remained strong through August. terest expense. Nevertheless, the company
2004 | 6819 6943 7909 8923 | 30594| - - - and should be a major player out  has more recently announced its inten-
2005 | 9182 9121 8971 9732 | 37006 | tO late decade. The company is one of the tions to buy MinuteClinic. Although CVS
2006 | 9979 10561 11235 11900 | 43675| nation’s largest drug store chains in terms is a leader in retail-based health clinics,
2007 | 12100 12250 12125 12775 | 49250 | of stores, and is well positioned to post the bankrolling of this pending purchase
Cal- EARNINGS PER SHARE B Full | @bove-average earnings gains out to 2009- would require additional financing, further
endar |Mar.Per Jun.Per Sep.Per Dec.Per| Year | 2011. Indeed, it continues to use an ag- pressuring profits. Consequently, we have
2003 | 22 25 23 31 | 103| 9ressive acquisition strategy to strengthen reduced our second-half share-net es-
2004 | 30 28 22 30 | 110]| its position and grab market share in key timates by a penny and our 2007 number
2005 35 33 30 41 | 138| areas of the country. During the second by a nickel, to $1.85.
2006 39 40 31 42 | 152 quarter, it completed the purchase of 701 Still, we think that CVS shares are a
2007 A7 44 41 53 | 185| Sav-On and Osco drugstores. The acquisi- strong investment option for more-
Cal- | QUARTERLY DIVIDENDS PAID Cs ranl | tion particularly strengthens CVS' position  patient investors. Although up 19%
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | iN California, a typically difficult and ex- since our June review, the shares still hold
2002 | 029 029 029 029 12 | pensive area to enter. above-average 3- to 5-year appreciation
2003 | 029 029 o029 o029 | 12 | However, there appear to be some potential. The company’s strong cash flow
2004 | 033 033 033 .033 13 | speed bumps on the road. Although the should enable it to bring debt back to more
2005 | 036 036 .036 .036 14 | aforementioned acquisition ought to be ac- normal levels by decade’s end.
2006 |.0375 .0375 .0375 cretive long term, the integration of the Andre J. Costanza September 29, 2006

(A) Pro forma (CVS only) prior to 10/16/96.
(B) From continuing oper.; based on avg. shrs.

items: '95, (60¢); '96, 34¢; '97, (95¢); '98, | Dividends are historically paid in early Feb., | with Revco, 5/29/97.
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(28¢); 00, 3¢; '01, (56¢); '05 (7¢). Excl. ex- | May, Aug., Nov. = Div'd reinvest. plan avail. (D)
traordinary charge: '97, 5¢. May not add due to
thru '96, diluted after. Excl. net nonrecurring | rounding. Next egs. report due late Oct. (C)

Company’s Financial Strength A
In mill., adj. for stock splits. (E) Pro forma for | Stock’s Price Stability 65
Revco. (F) Incl. Arbor, alo 3/31/98. (G) Merged | Price Growth Persistence 55
Earnings Predictability 80
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RECENT PIE Trailing: 16.8'}| RELATIVE DIVD
CYTEC |NDS. NYSE-cYT PRICE 5170 RATIO 14.4(Media|g: 15.0//| PIE RATIO 085 YLD 08%%:
mewess 4 wessin | ] 7 55[ 037 598] e[ B3] B[ w8 %8 29[ 5] & Tngs e Range
SAFETY 3 w1z LEGENDS
= 7.5 x "Cash Flow" p sh
TECHNICAL 2 Raised 721t | ;- Relaie Price Strengh 160
~ for-1 split 7/96 120
BETA 1.15 (1.00 = Market) Oﬂugs.dYes indi . 100
2009_11 PROJECTIONS aded area indicates recession 80
. ~ AnplTotal| | | | | | 0 00 0 1 1 | feeeeedeaaa-
High fél(():e +Gga5|>r‘]’/ I}%g/rn W L LT 28
1% G320 %% T : BT i UM 40
Insider Decisions T Hi.! = ‘/h_ " NI 'l r j“"p’r'ru 30
soNDJIFMAM| — —4 AN IIIII|I I ik I|II i
0Bly 000100000 gﬂ?' [ ! . | _ 20
Opfors 0 01404301 R | R N I S | 15
tIonstitutional Decisions '|I|'”|'iII | o RS - %TOT. RETURN 7/06
- THIS VL ARITH.
3Q2005  4Q2005  1Q2006 Percent 18 STOCK INDEX |
bl % B 18| shaes 12— 111 B A e P TORTT 1 1 W 1 T R S0 w9
Hids(0o0) 36943 36597 37537 VAT e AR RRR TR Sy 676 592
Cytec Industries, a former business unit of | 1996 [ 1997 [ 1998 | 1999 | 2000 | 2001 [2002 {2003 | 2004 | 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
American Cyanamid, was formed and be- | 2767 | 2859 | 3345 | 3395 | 37.16 | 3501 | 3471 | 37.75 | 4321 | 6319 | 70.75| 74.20 |Sales persh 93.00
came an independent public company in| 415| 426| 484| 506| 53| 395 | 429 | 473 | 548| 629| 7.05| 7.75|“CashFlow" persh 11.60
December of 1993. At that time Cyanamid | 201 | 231 | 262| 260 | 285| 171 | 204 | 227 | 291| 307| 360 4.10 [Earnings pershA 7.10
distributed all of Cytec's common stock to . . . . - - .- .- 40 40 40 40 |Div'ds Decl'd per sh 40
existing Cyanamid shareholders, retaining [ 159 | 203 | 240 | 186 | 190 | 161 | 160 | 241 | 224 227| 225| 3.00 |CaplSpending persh 3.60
100% of the preferred stock issued by| 690 | 858| 9.98| 1215| 1534 | 16.07 | 16.06 | 1937 | 2276 | 26.74 | 29.80 | 32.25 |Book Value per sh 40.30
Cytec. In 1995, Cytec repurchased all of its [ 4552 | 45.14 | 4319 | 4161 | 4007 | 39.62 | 38.78 | 38.99 | 39.83 | 46.30 | 47.00 | 46.50 |Common Shs Outstg® | 43.00
Series A cumulative adjustable preferred [ 155 182 146 97| 105| 183 | 134 | 148 | 146 150 | Boidfiglresare |AvgAnn'lPJE Ratio 120
stock and Series B cumulative convertible 97| 105 76 55 68 94 3 84 7 80| \Valuelline |Relative P/E Ratio 80
preferred stock. - - - - - - -- 9w | 9w | eUTReS Ay Ann'l Divd Yield 5%
CAPITAL STRUCTURE as of 6/30/06 1259.6 | 1290.6 | 14445 | 14125 | 14925 | 1387.1 | 1346.2 | 1471.8 | 1721.3 | 2925.7 | 3325 | 3450 |Sales ($mill) 4000
Total Debt $1219.6 mill. Due in 5 Yrs $805.0 mill. | 17,99 | 15.3% | 18.9% | 20.6% | 18.3% | 15.6% | 16.2% | 16.2% | 16.0% | 12.9% | 14.0% | 15.0% |Operating Margin 16.5%
LT Debt $1178.8 mill. LT Interest 32209 g‘f”'c-a o | 80 788 82| %1 96| 93| 87| 96| 88| 1498| 160| 165 |Depreciation (Smil) 180
(48% ) 1001 | 1136 | 1219 | 1155 | 117.0 66.2 82.5 910 | 1195 | 1414 170 195 |Net Profit ($mill) 320
Leases, Uncapitalized Annual rentals $13.6 mill. 40.0% | 24.1% | 37.0% | 35.1% | 32.6% | 34.5% | 33.6% | 28.0% | 31.7% | 51.7% | 27.5% | 27.5% (Income Tax Rate 21.5%
79% | 88% | 84% | 82% | 7.8% | 48% | 6.1% | 62% 6.9% | 4.8% | 52% | 5.7% |Net Profit Margin 8.0%
Pension Assets-12/05 $554.7 mill. | 1035] 778 832 1250 | 2089 | 227.9 | 1740 | 3749 | 408.1| 4967 | 625| 650 |Working Cap'l ($mill) 700
Oblig. $8305mill | g9 | 3240 | 4195 | 4225 | 3112 | 3147 | 2160 | 4162 | 3001 | 12255| 1175| 1150 |Long-Term Debt Smill) | 1075
3144 | 3874 | 4310 | 5058 | 616.2 | 6369 | 622.9 | 755.4 | 906.5 | 1238.1 | 1400 | 1500 |Shr. Equity ($mill) 1725
Common Stock 47,180,240 shs. 25.3% | 16.4% | 15.6% | 13.9% | 14.0% | 8.0% | 10.8% | 85% | 10.6% | 7.4% | 8.0% | 85% |Returnon Total Cap'l 12.5%
MARKET CAP: $2.4 billion (Mid Cap) 31.8% | 29.3% | 28.3% | 22.8% | 19.0% | 10.4% | 13.3% | 12.0% | 13.2% | 11.4% | 12.5% | 13.0% |Return on Shr. Equity 18.5%
CURRENT POSITION 2004 2005 6/30/06 | 31.8% | 29.3% | 28.3% | 22.8% | 19.0% | 10.4% | 13.3% | 12.0% | 11.5% | 10.0% | 11.0% | 12.0% [Retained to Com Eq 17.5%
CasfﬁM/LLsLéLts 238 686 414 - - -- -- -- -- - -~ | 13% | 13% | 11% | 10% |All Div'ds to Net Prof 6%
Receivables 248.2 4938 5685 | BUSINESS: Cytec Industries, Inc. is an industrial chemicals manu-  Block Chemicals (9%) includes acrylonitrile and melamine. '05
g:/heer;tory (FIFO) ﬁ%% ﬁgg ‘iggg facturer of value-added specialty products. Surface Specialties depreciation rate: 7.3%. Has about 7,300 employees, 8,900
Current Assets 904:8 1122:6 1185:9 (46% of '05 §a|es) consis}s of coatings and resin prqducts. Perfqrm— ;tkhldrs. Off. & Dir. own 6.3% of com. shs.;UCB S.A@ 12.5%: ng-
Accts Payable 1381 2786 3044 | @nce lChemlcaIs (28%) |nclgqes water water-treating and mining Ilngton Mgmt., 7.6%. (3/06lproxy). Cha|rman,_Pres. & CEO: David
Debt Due 297.1 855 40.8 | chemicals, and polymer additives. Engineered Materials (17%) pri-  Lilley. Inc.: DE. Address: Five Garrett Mountain Plaza, West Pater-
Other 615 261.8 240.2 | marily includes advanced composites and film adhesives. Building  son, NJ 07424. Tel.: (973) 357-3100. Internet: www.cytec.com.
Current Liab. 496.7 6259 585.4 C - N
ytec Industries should be able to the company lacks the presence to be com
ANNUAL RATES  Past Past Est'd'03-'05| maintain good profit momentum in petitive in that sector. The $200 million in
Jchange persh) - 10%rs - Srs, 0 WAL | the remainder of 2006. Quarterly earn- estimated aftertax proceeds will go toward
“Cash Flow”  295% 15% 135% | ings returned to the positive side with a reducing debt and investing in the compa-
Earnings -- 5% 17.0% | 10% advance in the June period, as sales ny's growth businesses. Although the deal
Dividends o1 130% 100k | increased 5%. For the most part, we look will be about $0.04 and $0.15 dilutive to
, — . for the industrial chemicals manufacturer 2006 and 2007 share earnings, respective-
cal- QUARTERLY SALES ($ mill. Full | to benefit from continued strength in such ly, savings from restructuring actions
endar |Mar31 Jun30 Sep.30 Dec3l| Year | markets as mining and aerospace. The lat- being taken this year should provide an
2003 | 3674 3749 3677 3618 |14718 | ter remains particularly strong, thanks to approximate offset.
2004 14152 4220 4335 4506 |1721.3| rising demand for commercial, business, Recovering raw material cost in-
2005 |5640 8134 7608 787.5 129257 | and military aircraft. Also, because Cytec's creases continues to be an issue, par-
gggs 2%2'4 gggl g;g gggS gf’ég advanced carbon composites can be used to ticularly in the case of crude oil, which im-
replace metal, and thus help make planes pacts the cost of propylene and its deriva-
Cal- EARNINGS PER SHARE A Full | lighter, it's putting more content into each tives. The company is working to preserve
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | plane. Relatedly, the company is expand- margins by selectively raising prices. The
2003 | 7364 55 33| 227| ing its capacity to make carbon fiber, aforementioned restructuring and debt re-
2004 | .78 .79 66 .68 | 291 \whijch is used to reinforce advanced com- duction plans are also helping, as is an
2005 | 88 91 .72 56 | 307| posites. Overall, we look for earnings ongoing focus on manufacturing efficiency
%88(75 gg 188 182 1% 228 growth in the range of 15%-20% in 2006, and cost control
: : : : : moderating to 10%-15% next year. The stock’s recent performance has
Cal- | QUARTERLYDMIDENDSPADC | Full | The company is fine-tuning its port- continued to lag that of the broader
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | folio, As part of a recently announced market, and the issue remains ranked be-
2002 |-- - - - -- | strategic and operational plan, Cytec will low average (4) for the year ahead. How-
2003 |-- -- -- -- - | be selling its water treatment chemicals ever, based on our earnings-growth projec-
%88‘; ig ig ig ig -2‘8 and acrylamide product lines for about tions, the shares hold good appreciation
2006 | 10 10 ' ' | $240 million in cash. These businesses potential out to 2009-2011.
' ' generate about $300 million in sales, but Mario Ferro August 18, 2006
(A) Based on primary earnings through Dec. | Excl. disc. ops.;'05, 2¢. Earnings may not sum | (C) Quarterly dividend, initiated 2/04, paid in | Company’s Financial Strength B+
'97, diluted thereafter. Excludes net nonrecur- | due to rounding. Next earnings report due late | late Feb., May., Aug., and Nov. Stock’s Price Stability 60
ring gains/(charges): '97, 32¢; '98, 6¢; '99, 14¢; | October. Price Growth Persistence 45
'00, $1.30; '02, (8¢); '04, (7¢); '05, ($1.80). | (B) In millions, adjusted for stock split. Earnings Predictability 70
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By 0000000O0OO T
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3Q2005  4Q2005  1Q2006 Percent 30 — o STOCK INDEX |
i % gy log|chares 20 T 1 o A A T N
Hisow 54116 84190 guags | 4 10 AR i sy — 592 [
Dade Behring Holdings, Inc. filed for| 1996 |1997 | 1998 | 1999 | 2000 |2001 2002° | 2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
bankruptcy protection under Chapter 11 on - - . - - --| 435| 17.34 | 17.85| 1884 | 20.15| 21.50 |Sales persh 25.90
August 1, 2002. Under the terms of the d23 | 223 | 266| 334| 350| 3.85 |“CashFlow” persh 5.30
reorganization, all existing equity was can- d.61 58 88| 143 | 160 | 180 Earningspersh A 255
celed and about $678.2 million of debt was - - -- 09 20 28 |Div'ds Decl'd per sh 56
exchanged for 40,000,000 shares of com- 45 136 | L15L| 169 200| 210 [Cap'Spending persh 270
mon stock in the reorganized company. 736 | 841 | 967 | 10.32| 1040 | 1145 [Book Value per sh B 15.60
New senior notes of $315.3 million were 79.86 | 82.82 | 87.39 | 88.03| 8575 85.25 |Common Shs Outst'y C | 84.00
also issued. The company emerged from -~ | 217 272 238 Bold figlres are |Avg Ann'T PIE Ratio 210
bankruptcy protection on October 3, 2002. 124 | 144| 127 \;aSIIU_e attigse Relative PIE Ratio 1.80
CAPITAL STRUCTURE as of 6/30/06 - L " Avg Ann'I Div'd Yield 9%
Total Debt $427.9 mill. Duein 5 Yrs $400.0 mill. 347.1 | 14364 | 1559.8 | 1658.1 | 1730 | 1835 |Sales ($mill) 2175
LLTTDiﬁf’;ggtlzf”fgg; eshﬂﬁ?ﬁéiﬁ'mg{a . NMF | 19.7% | 22.1% | 235% | 22.8% | 23.4% |Operating Margin 26.5%
E‘:.Gx) | 6.8x; (BZ%OfCapngal)- d30.3 1367 | 1528 | 1630 | 160| 175 Deprecifati&n (Tlr)nill) 225
48.6 | 481 | 799 | 1309 | 140 | 160 |Net Profit ($mi 220
Leases, Uncapitalized Annual rentals $34.5 mill. -- | 35.3% | 33.6% | 33.6% | 34.0% | 34.5% (Income Tax Rate 35.0%
Pension Assets-12/05 $203.5 mill. , NMF | 33% | 51% | 7.9% | 8.1% | 8.7% |Net Profit Margin 10.1%
Oblig. $342.1 mill 2103 | 2181 | 1748 | 2643 | 270| 345 |Working Cap'l (smil) 660
Preferred Stock None 760.7 | 6434 | 4336 | 386.0| 420 420 |Long-Term Debt ($mill) 435
Common Stock 85,937,518 shares 588.1 696.3 845.2 908.4 890 975 |Shr. Equity ($m|||) 1310
as of 7/31/06 NMF | 65% | 8.8% | 11.4% | 11.5% | 12.0% |Return on Total Cap'l 13.5%
. ! NMF | 6.9% | 95% | 14.4% | 16.0% | 16.0% |Return on Shr. Equity 17.0%
MARKET CAP: $3.3 billion (Mid Cap) NMF | 6.9% | 9.5% | 135% | 14.0% | 135% |Retained to Com Eq 13.0%
CUF(*$F§A$LNLT) POSITION 2004 2005  6/30/06 -- -- . 6% | 12% | 15% |All Div'ds to Net Prof 21%
Cash Assets 30.0 346 23.4 | BUSINESS: Dade Behring Holdings, Inc. is a leading manufacturer  8.5% of sales. Has about 6,300 employees. Officers and directors
ﬁ‘?l‘éﬁ%arele(,s:wo) ?%g% gégg fg?% and distributor of diagnostic products and services to clinical own 2.7% of common; Morgan Stanley, 8.5%; JGD, 7.2%; AXA,
Other 229 78.7 73.3 | laboratories. Serves about $12 hillion of the $27 bilion a year 6.1%; Janus Capital, 5.5% (4/06 proxy). Chairman, President &
Current Assets 5398 5940 639.1 | worldwide market. Diagnostic products and services include: medi- CEO: James P. Reid-Anderson. Inc.: Delaware. Address: 1717
Accts Payable 815 75.4 68.0 | cal diagnostic instruments, reagents and consumables, and Deerfield Road, Deerfield, llinois, 60015. Telephone: (847) 267-
Bﬁ?t Due 272.8 242.3 248.3 maintenance services. 2005 depreciation rate: 23.5%. 2005 R&D:  5300. Internet: www.dadebehring.com.
cUrﬁ;m Liab. 3650 3297 3265 | Dade Behring Holdings is having a Dade remains on track to commercial-
———— good year. Sales of the Dimension line of ize the Dimension Vista in late Octo-
é\fmﬁgﬁgﬂfs 1'8'%?; ;?;t Es:oqogg,l-los products continue to fuel the company’s ber. Dade is currently working on soft-
Sales .- - 6.0% growth. The performance of the ware enhancements, system-verification
“Cash Flow" - - 120% hemostasis and MicroScan product lines testing, service- and training-procedure
Earnings - o 180% | was also strong. In fact, the installed base development, etc. Also, while the company
Book Value . . 85% of instruments climbed about 7.5% since has clearances for a bit more than 50
cal QUARTERLY REVENUES (§ mil) ol this time last year. Moreover, Dade’s tests, it th_inks it will be able to roll out the
engér Mar3l Jun.30 Sep.30 Dec 31 Yé‘ar recent results_are even more noteworthy, system with a menu of _about_ 85 tests.
2003 1327 3617 3204 3916 [143641 91VEN the reimbursement challenges it Once launched, Dade will ship only a
5002 13818 3886 3694 4200 |1550.8 faces in Germany and Japan. All told, we limited number of analyzers to a small
2005 |4129 4235 4009 4208 |1g581 | think Dade is well positioned in this mar- number of sites in the upcoming December
2006 |4157 4445 4198 450 | 1730 | Ket to gain new customers and drive top- and March quarters. The full-scale rollout
2007 | 450 470 445 470 | 1835 | and bottom-line gains. Share earnings is planned for the second quarter of next
Cal- EARNINGS PER SHARE A Full should approximate $1.60 this year on rev- year. The Dimension Vista will likely be-
endar |Mar31 Jun.30 Sep.30 Dec3l| vear | ENUES of about $1.7 million. come the key growth driver for the compa-
2003 13 18 I 15 5 The company is buying back stock. ny over the pull to 2009-2011.
2004 19 4 19 6 'gg | During the second quarter, Dade repur- Dade stock offers worthwhile 3- to 5-
2005 57 n 37 33 | 143| chased about $57 million worth of its year price appreciation potential. We
2006 | 38 43 38 41 | 160]| shares. Year to date, it has spent well over expect the company to record good top-
2007 ) 50 43 45 | 180| $120 million on buybacks, reducing its and bottom-line advances out to late
stock float by just over two million shares. decade. The likelihood of an increased divi-
eﬁgla-r MarQSUlARJTEEL;ODl\ngNg%SPSEC 31 \'(:g;'r This will likely benefit share earnings a dend and further share repurchases also
- - : : bit this year. Looking ahead, the company augurs well for long-term total-return
%88% o - - - _~ | will probably continue using the current potential. Meanwhile, we rank this equity
2004 |-- B B B _. | authorization to offset the increasing num- in the middle of the pack for year-ahead
2005 |-- 03 03 03 09 | ber of exercised options and limit the stock relative price performance (Timeliness: 3).
2006 | 05 .05 float. Erik A. Antonson September 1, 2006

(A) Diluted earnings. Quarterly share earnings
may not sum. Excludes nonrecurring loss: '05,
7¢. Includes options expenses from '06. Next
earnings report due late October.
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(B) Includes intangibles: In '05: $544.7 million | (D) Fiscal 2002 contains less than 3 months of
or $6.19 a share.
(C) In millions, adjusted for split.

data.

Company’s Financial Strength B+
Stock’s Price Stability 70
Price Growth Persistence NMF
Earnings Predictability NMF
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DEERE & CO RECENT 75 47 PIE 12 1(Trai|jng: 13.3)|RELATIVE 0 70 DIVD 2 10/
. NYSE-DE PRICE . RATIO . \Median: 16.0/| PIE RATIO YLD L7
TMEUNESS 3 raseioauns | FO| 30| 35| 08| 544 03| 03| 335| 3| Ire| se7| ir0| eve Target Price Range
SAFETY 2 Rased1ogts [ LEGENDS
TECHNICAL 2 Raised 62306 |- Relaive Pice Sengh 200
3 for-1 split 11/95 160
BETA 1.05 (1.00 = Market) Options: Yes
2009-11 PROJECTIONS haded area indicates recession I S CT T 100
Ann'l Total -1 0
Price  Gain Return ml. il ) T 'e
9 Gz o i gl :
Insider Decisions = m"'l Ili N |'!I|!=|}' |"|' ,l Pttt II'““II” t 40
SONDJFMAM ':”"' el i || IN - 30
e 96688888 M RSO W N S O o
to Sell 001006145 0 15 % TOT. RETURN 6/06
Institutional Decisions THIS  VLARITH.
302005 4Q05 Q2006 | percent 15 Ly Sk NDEXT |

Oel  Ba aa 53| Shares 10— T i sy 928 639

HIds(000) 185032 187037 188300 L I Sy 1412 5.7
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

2969 | 2557 | 25.00| 2526 | 29.56 | 3371| 3747 | 4427 | 5134 | 4150 | 4762 | 46.67 | 4899 | 5482 | 7159 | 8191 | 86.30 | 95.50 |Sales pershA 118.00

2.62 91 117 157 322 367 421 4.92 561 2.18 3.60 2.28 2.99 4.04 7.08 7.70 8.35 9.50 |“Cash Flow" per sh 12.30
181 .06 .16 73 234 271 314 378 416 1.02 2.06 .64 133 2.64 548 5.87 6.20 7.15 |Earnings per sh B 9.15
.67 .67 .67 67 .68 75 .80 .80 .88 .88 .88 .88 .38 .38 1.06 121 1.56 1.56 |Div'ds Decl'd per sh C= 1.90
144 1.35 1.34 .89 83 93 1.00 1.89 181 1.30 177 2.05 1.48 1.25 140 197 2.30 2.50 |Cap’l Spending per sh 2.80
1317 | 1240 11.58 8.13 987 | 1178| 1383 | 1657 | 1756 | 1751 | 1834 | 16.82 | 1324 | 1643 | 2590 | 28.93 | 31.75| 36.70 [Book Value per shD 56.00
228.32 | 228.70 | 228.96 | 256.51 | 259.26 | 261.97 | 257.27 | 250.29 | 232.31 | 233.76 | 234.56 | 237.33 | 238.89 | 243.52 | 246.86 | 236.87 | 230.00 | 220.00 |Common Shs Outst'g & | 195.00
118 | NMF 938 263 10.6 9.8 12.3 12.9 11.9 36.8 19.0 62.9 335 179 118 11.4 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
88| NMF 5.69 1.55 .70 66 a7 14 62 2.10 1.24 322 1.83 1.02 62 .60 ValuejLine Relative P/E Ratio 1.00
34% | 3.9% | 4.4% | 35% | 2.8% | 2.8% | 21% | 16% | 18% | 23% | 23% | 22% | 20% | 19% | 16% | 18%| ="' |AvgAnn'IDivid Yield 1.4%
CAPITAL STRUCTURE as of 4/30/06 9640.0 | 11082 | 11926 | 9701.2 | 11169 | 11077 | 11703 | 13349 | 17673 | 19401 | 19850 | 21000 |Sales ($mill)A 23000
Total Debt $2205 mill. Duein 5 Yrs $1000 mill. | 12,89 | 13.6% | 13.2% | 3.8% | 7.9% | 48% | 6.9% | 7.9% | 12.4% | 11.1% | 12.0% | 125% |Operating Margin 12.5%
'Elc?elf’rfcfjiﬁll g‘é'l'n OfSbgs”_‘"_e{e;ggllgmﬂ",'-ST 2649 | 2720 | 2826 | 2609 | 359.0 | 389.5 | 3948 | 3416 | 3627 | 377.4| 470| 485 |Depreciation ($mill 525
$7340 mill. (Total interest coverage: 9.2 LT 817.3 | 960.1 | 10214 | 239.2 | 4855 | 1526 | 319.2 | 643.1 | 1384.1 | 1446.8 | 1455 | 1610 |Net Profit ($mill) 1875
earned: 13.6x) (21% of Cap'l) | 38.0% | 36.8% | 35.5% | 49.4% | 38.5% | NMF | 57.1% | 34.7% | 334% | 32.5% | 35.0% | 35.0% |Income Tax Rate 35.0%
85% | 87% | 86% | 25% | 43% | 14% | 2.7% | 4.8% 78% | 75% | 7.3% | 7.7% |Net Profit Margin 8.2%

Leases, Uncapitalized Annual rentals $93 mill. [ 23551 [ 2400.8 | 1853.7 | 2558.1 | 2786.4 | 1709.4 | 2920.8 | 3135.3 | 3661.1 | 2970.7 | 3275 | 3225 |Working Cap'l ($mill) 3900
gf(;‘ss'g‘c'ff@%f'm"’5$8-3 bill.  Oblig. $8.5bill. | gy59 | 5399 | 5529 | 1036.1 | 17177 | 22102 | 20888 | 27275 | 27285 | 24234 | 2300 | 2100 |Long-Term Debt ($mill) | 1200
3557.2 | 4147.2 | 4079.8 | 4094.3 | 43019 | 3992.2 | 3163.2 | 4002.1 | 6392.8 | 6851.5 | 7525 | 8075 |Shr. Equity ($mill) 10950

Common Stock 235,271,079 shs. 20.2% | 21.0% | 22.5% | 53% | 9.1% | 3.5% | 6.3% |10.7% | 16.0% | 16.5% | 15.5% | 16.0% |Return on Total Cap'l 16.0%
23.0% | 23.2% | 25.0% | 5.8% | 11.3% | 3.8% | 10.1% | 16.1% | 21.7% | 21.1% | 19.5% | 20.0% |Return on Shr. Equity 17.0%

Market Cap: $17.8 billion (Large Cap) 17.1% | 18.2% | 19.8% 8% | 6.5% | NMF | 35% | 10.8% | 17.8% | 16.9% | 14.5% | 15.5% |Retained to Com Eq 13.5%
CUR$I$WI|ELI\ET POSITIONF  4/04 4/05 4/06 26% 21% 21% | 86% | 42% | NMF | 65% 33% 18% 20% | 25% 22% |All Div'ds to Net Prof 20%
Cash Assets 2868 2964 993 | BUSINESS: Deere & Co. is the largest manufacturer of farm equip- tina, and Spain. Affiliates in Australia, Brazil, Mexico, and U.S.

Receivables 1009 2408 1649 | ment in the world. Also makes a broad range of industrial equip., R&D, 3.5%. 2005 deprec. rate: 5.9%. Has 47,400 empls., 31,250
Ion%eenrtory (LIFO) ﬁgg Zggg %géé primarily used by the construction & forestry industries. Consumer  stkhidrs. Capital Research & Mgmt. Co. holds 9.3%; Lord Abbett,
Current Assets 7554 8490 7314 | Products include lawn & garden tractors and outdoor power equip.  5.9%; off./dir. control less than 1% of stock (1/06 Proxy). Chrmn.,
Accts Payable 3366 4107 4056 Overseas sales: about 28% of revenues. Has plants in the United Pres. & CEO: Robert W. Lane. Inc.: DE. Address: John Deere Rd.,

Debt Dué 599 551 244 | States, Canada, France, Germany, Mexico, South Africa, Argen- Moline, IL 61265. Tel.: 309-765-8000. Internet: www.deere.com.
85;;2“‘ Liab. égg 4332 4?81 Deere’s April-quarter share earnings chase authorization had nearly 20 million

—— were well below our estimate. (Fiscal shares to go at April 30th, we think the

AfN;\‘UA'- RAEES 1535‘ 5P¢St ES: d'og'31_105 years end October 31st.) This partly program will continue.

o chenge (persh) - 1oyrs - s¥is 08I | Yeflected somewhat weaker sales than we These shares have been quite weak

“Cash Flow” 85% 10.5% 12.0% had looked for. In addition, the Agricultur- since our April report. That probably

Eiﬁ\llfifgimgs g-ggf 13-%) }%%’f al Equipment (Ag) division’s operating reflects a combination of the general mar-

BoakValue 90% 60% 155% | profitability was narrowed by 230 basis ket malaise and the weak April-quarter

Fiscal VY For ] points, in the important early spring peri- earnings report. In addition, the fact that

dscal | QUARTERLY SALES (§ mill) fewi| od, by the production cutbacks instituted Deere serves markets that have been very

Ends | Jan31 Apr30 Jul31 Oct31| vear | to reduce inventories at both the corporate volatile in the past probably makes some

2003 | 2274 3867 3833 3375 113349 | zn( dealer levels. investors quick to sell at the first sign of

%ggg gg%é gggg ég% i%é %%i But we've made only a small cut in an earnings disappointment and/or of eco-

2006 | 3692 6029 5429 4700 | 19850 | QYT earnings estimate for the current nomic sluggishness. In fact, higher fuel

2007 | 3800 6450 5800 4950 | 21000 | Tiscal year. That's in line with company and fertilizer prices and farmer fears

Focal EARNINGS PER SHARE AB =al guidance, which looks for good gains about the 2007 Farm Bill are clearly

Year | ja0s1 Aor30 Jul3l Oct3i| Fiscal throughout the year for the other seg- making some Ag-equipment buyers cau-

Ends . pr. u. i Year | ments. Both of the other major operations’ tious. But farmers are benefiting from the

2003 |28 107 102 .27 | 264} gales are less skewed by quarterly varia- increasing use of corn in the production of

gggg gg %ig igg 13% gg? tions than Ag. We've also reduced our fis- ethanol fuel. In fact, the U.S. Department

2006 ‘o4 217 180 129 | g20| €@l 2007 earnings estimate a bit. of Agriculture estimates that ethanol pro-

2007 | 110 250 205 150 | 715| ¥he stock-repurchase plan is proceed- duction will consume 2.15 billion bushels

UARTERLY DIVIDENDS PAID C ing full steam, although heavy option ex- of the 2006/2007 corn crop, up 550 million

Cg" Q . 5“” ercising in the second period sent shares bushels from the year before. In summing

endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| . ,tstanding up slightly. In fact, in the first up, we look for a good bottom-line gain in

2002 | 22 2 2 2 8| six months, Deere spent $566 million to fiscal 2006, with a further pickup next

2003 | .22 22 22 22 88| reacquire 7.7 million shares. Inasmuch as year. Meanwhile, these shares have wide

%ggg %é %? %? %? %g? the company is a strong generator of ex- 3- to 5-year appreciation potential.

2006 | 39 39 : ’ ’ cess “Cash Flow”, and its current repur- Morton L. Siegel July 28, 2006
(A) Fiscal year ends Oct. 31st. Finance and insurance subs. incl. on equity avail. Company’s Financial Strength A
(B) Primary egs. thru 1997, then diluted. Excl. | basis. Next earnings report due mid-Aug. (D) Incl. intang. In 2005: $1107 mill., $4.67/sh. | Stock’s Price Stability 80
nonrecur. gains (losses): '91, (15¢); '93, (C) Dividends historically paid on first business | (E) In millions, adjusted for stock split. Price Growth Persistence 55
($4.70); '98, 42¢; '01, (91¢); '04, 9¢; '06, $1.00. | day in Feb., May, Aug., Nov. = Div'd reinv. plan | (F) Value Line Classification. Earnings Predictability 35
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Llow 35 (Nil 1% |‘l'| | (e oL 2
Insider Decisions 11 |I|TF \Luil ' | LT Y I |Im III ig
ASONDUJFMA | ""I|°'<|Ili||||ll llT'—‘“T,l/'l t
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bSel 10000021040 Jart B I R - % TOT.RETURN 6/06 |8
Institutional Decisions | TR »l e '.?7" THIS  VLARITH.
30205 402005 102006 STOCK  INDEX |
to Bu 72 71 78 | bocent 12 ; / ; A , ; lyr. 245 118
056l 75 68 6o shares 8 I T ol | N bt W AT Yo 3y 791 639 [
HUs(000) 37372 37618 37575 L Syr 1211 597
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
5.73 6.33 7.06 6.89 7.08 745 752 778 872 | 1060 | 1053 | 11.06 | 13.53 | 1543 | 1759 | 20.34 | 23.00 | 25.90 [Premium Inc per sh 3520
5.24 4.67 4.65 5.20 3.04 334 347 345 353 3.95 417 343 349 4.00 4.25 459 4.80 5.10 |Investment Inc per sh 5.85
.55 A48 .80 1.46 12 85 1.16 1.65 1.83 1.07 d.07 d.02 1.70 193 221 2.40 2.75 3.05 |Earnings per sh AE 425
-- -- -- -- -- -- -- -- -- -- -- 12 13 .16 21 .24 31 .32 |Div'ds Decl'd per sh B 44
343 4.02 4.49 5.90 4.86 6.34 8.23 821 | 11.87 | 10.95 | 1214 | 12.69 | 1469 | 17.13 | 19.73 | 2122 | 24.00 | 27.05 |Book Value per sh 38.45
2848 | 28.48| 28.72| 3408| 3508 | 3513 | 4458 | 4637 | 47.73 | 4580 | 4430 | 45.88 | 46.39 | 46.61 | 47.62 | 4868 | 50.00 | 51.00 |Common Shs Outst'g® | 54.00
119% 1% 76% | 115% | 137% | 96% | 116% | 192% | 174% | 142% | 125% | 119% | 117% | 117% | 139% | 141% | 140% | 135% |Price to Book Value 120%
75 6.0 43 46 9.3 7.2 8.3 9.5 11.3 146 -- -- 10.1 104 124 12.5 | Bold figyres are |Avg Ann’l P/E Ratio 11.0
.56 .38 .26 21 61 48 52 55 59 .83 -- .55 59 .66 67| ValuelLine Relative P/E Ratio .75
.- .- .- .- .- - - - - - 8% | 8% | 8% | 8%| 8%| =" |AvgAnnIDivd Yield 9%
CAPITAL STRUCTURE as of 3/31/06 335.2 | 3609 | 4164 | 4853 | 4664 | 507.2 | 6279 | 719.1 | 837.6 | 990.2 | 1150 | 1320 [Premium Inc ($mill) © 1900
Total Debt $317.5mill. Duein5YrsNone | 1548 | 160.2 | 1687 | 1809 | 1846 | 157.5 | 1620 | 1864 | 202.3 | 2236 | 240 | 260 |Investment Inc ($mill) 315
Leases, Uncapitalized Annua Remélzsﬁ/zfgcnfiﬁ') 1 [ 45| --|ds0| d03| --| -] d03| - NIl | Nil |Other Income ($mill) Nil
Pid. Stock None 7| 4900 | 5211 | 6266 | 6662 | 5129 | 5944 | 7899 | 9055 | 1039.9 | 12138 | 1390 | 1580 |Total Income ($mill 2215
280.6 | 290.8 | 3430 | 3784 | 3428 | 4170 | 4720 | 530.6 | 619.1 | 7252 860 975 | Benefits & Reserves ($m) 1400
33.8% | 32.4% | 33.9% | 37.9% | 59.8% | 84.4% | 37.7% | 30.8% | 28.1% | 30.9% | 31.0% | 31.0% |Income Tax Rate 31.0%
No Defined Pension Plan 539 | 796| 870 503 | d33| d9| 794 905 1090 1207 140 | 160 |Net Profit ($mill) 235
ﬁﬁ&‘uﬂé’é‘ss%%iklﬁiiﬁi%?‘E?Qfs B 42| 570| 684 662 667 1 1 1 1 1| 120|130 |Insurin Force ($bill 150
5 of 43006 ' 2858 | 3204 | 3396 | 3396 | 3440 | 3336 | 3735 | 4178 | 4829 | 5276 | 5700 | 6200 |Total Assets ($mill) 7500
(Options Exercisable 6.5%) 367.0 | 509.5| 666.4 | 6014 | 637.6 | 6180 | 717.7 | 8545 | 939.8 | 1033.0 | 1175 | 1380 |Shr. Equity ($mill) 2075
MARKET CAP: $1.1 billion (Mid Cap) 147% | 156% | 13.1% | 84% | NMF | NMF | 11.1% | 10.6% | 11.6% | 11.7% | 115% | 115% |Return on Shr. Equity | 115%
FINANCIAL POSITION 2004 2005 3/31/06 | 14.7% | 20.9% | 15.4% | 10.0% | NMF | NMF | 10.3% | 9.9% | 10.5% | 10.6% | 10.5% | 10.5% |Retained to Com Eq 10.0%
Bon(ﬁhs’”LL-) 31448 33391 35124 -- -- -- -- -- - | 1% | 13% | 9% | 10% | 11% | 10% [All Div'ds to Net Prof 10%
Other Invest. 396.3 5735  566.8 | BUSINESS: Delphi Financial Group is a leading provider of group tion (24%), personal accident and other (4%). Has approx. 1,170
g(teﬁr;?urance Rec. g%g; éég% 35198421 employee benefits, including life, short-term and long-term dis-  emplys.; 3,900 shrhidrs. Directors & officers own approximately
Total Assets 4829:5 5276:2 5 479:8 gbility, excess workers compens_ation, special Qccident anp dental 2.8% of Class A s_hrs. outst._(4/06 proxy). Chairman of the Board,
Polcy Res'ves 9137 10668 11372 | insurance, a_\nd_ asset accumulation produ_cts (flx_ed annuities). Ac- President, and Chief Executive Officer; Robgrt Rosenkra_nz: Inc.:
Sep Accts 1024.6 10495 1094.0 | Quired Matrix in June of 1998. Sold Unicover in 1999. Premium DE. Address: 1105 North Market Street, Suite 1230, Wilmington
Other 1951.3 2126.8 2213.9 | breakdown: life (30%), disability (42%), excess workers compensa-  DE. 19801. Tel.: 302-478-5142. Internet: www.delphifin.com.
Total Liab'ties 3889.6 42431 44451 'pelphi Financial Group’s earnings larger agent count has helped Delphi to
ANNUAL RATES  Past Past Estd’'03-'05| may well advance by 15% this year. steadily increase the number of new cases
ochange (persh) - 10¥s, 1, 10080l | The company started off the year on a pos- sold each year. We look for this trend to
Invest Income 10% 20%  55% itive note, achieving a 20% bottom-line in- continue, auguring well for the advance-
Earnings 8.0% 185% 120% | crease in the first quarter over the same ment of premium income.
Dividends 130v 1054 1>os | period in 2005. It likely experienced The rising cost of workers' compensa-
i i - similar results in the second quarter, tion is likely to boost revenues in the
Cal- | QUARTERLYPREMIUMS(Smill) | Full | thanks to strength in the company’s core coming years. Traditional workers’ com-
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | Employee Benefits business, especially pensation is required and is regulated on a
2003 | 1718 1749 1812 19121 719.1| from its disability and excess workers' state-to-state basis. As insurance costs
2004 | 2007 2070 2103 2195| 8375| compensation lines. Delphi has been able have risen in recent years, they have made
2005 | 2396 2499 25713 257.6| 990.2 to raise prices and to write new business excess workers' compensation benefits
%ggg g?go ggg ggg g% %gg with attractive margins, which should more attractive. Employers are pushed
help this division continue to grow nicely. toward buying cheaper, high-deductible
cal- EARNINGS PER SHARE A= Full | The company began a strategic alliance plans, and combining them with excess
endar |Mar31 Jun30 Sep30 Dec3l| Year | wijth several life and health insurers, and workers’ compensation in the occurrence of
2003 | 47 49 49 48 | 19| established a new division in April to serv- a catastrophic event. As one of the few
2004 | 55 53 .54 59 | 2211 jce this business, which should also help providers of this product, the company
2005 56 57 61 66 | 240 improve earnings by providing Delphi with stands to gain from the rising costs in tra-
%88? gg % ;9 % %g access to a distribution alternative to its ditional workers’ compensation, as more
- : : : — target market of employers with less than employers take advantage of this service.
Cal- | QUARTERLYDIVDENDSPAID® | Full | 300 employees. Delphi’s shares are now trading
endar_|Mar.31 Jun.30 Sep30 Dec3l| Year | Fyrther salesforce expansion should within our 3- to 5-year Target Price
2002 | 031 031 031 035| .I3| enable premium growth to remain Range. The stock is up about 20% in the
2003 | 035 035 035 053| 16| strong. The company has grown its sales- last year, eliminating much appreciation
%88‘5‘ 823 823 823 '823 g}l force at a compound annual rate of 11% potential. DFG is likely to keep pace with
2006 | 067 08 ‘ ‘ ““*| over the past six years, and is likely to add the market in the year ahead.
' ' another 10% this year. The consistently Jerry W. Gray Jr. July 21, 2006

(A) Basic earnings until '03; dil. thereafter. In- |'03, $0.27; '04, $0.44; '05, $0.13. Operating | March, mid-June, mid- Sept. and early Dec. (C)
i profits starting in ‘02 excludes investment gains | Incl. fee income after '98. (D) In millions. Adj.
($0.52); '00, ($2.90); '01, $(1.45). Excludes net | and losses. Next earnings report due in late- | for stock splits. (E) Incl. option expense starting
July. (B) Dividends historically paid in mid- | 2003. (F) Does not add due to discont. operat.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
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cludes capital gains/(losses): '98, $0.17; '99,
nonrecurring items: '01, $0.24; '02, ($0.59);
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DENTSPLY |N'|'ERN'|' L RECENT 32 30 PIE 22 O(Trailing: 23.2 )| RELATIVE l 31 DIVD 0 50/
NDQ XR/—\Y PRICE . RATIO .U \Median: 19.0,/ | PIE RATIO YLD 070
TMELNESS 3 weeoson | POV 87) B3] 930 %7 23| 3| 18| Te| Ro| %8| 2% =3 Target Price Range
SAFETY 2 Raised 6801 LEGENDS, T 120
TECHNICAL 3 Lovered8u0s |-~ Relave Pice Srengin 100
2 for-1 split  10/97 80
BETA .70 (1.00 = Market) 3-for-2 split  2/02 [RUR 64
2-for-1 split  7/06 \
2009'11 PROJECT'ONS Options: Yes 48
. Ann’l Total | Shaded area indicates recession
Price  Gain Return N e 32
f&%‘ ég H&E%g —gg;o -for-2 I T e I D S
0 (] or i = == 24
Insider Decisions i A ANTILIL T — " 20
ONDJFMAM] Tt 16
By 00000O0O0O0O - . 12
ous 139001078 B e P M T e P e 0
Institutional Decisions T W@B SN ...Ii'il =t N B ) B /DTOTTEETUR\%ZQ% -8
056l 126 150 148 tsrg%fds 174 [ | I S TVTIO VL P ey 1111 YWY P TP T TN T T FRIT 3yr. 458 523 [
HIds(000) 116234 115790 116794 T Syr. 171 592
1990 1991E| 1992 | 1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. |09-11
112 141 349 333 3.15 353 407 444 | 4.88 5.10 5.74 7.25 9.65 991 | 1051 | 10.87 | 12.20 | 13.00 |Sales per sh 16.30
11 14 .35 .39 45 41 59 .66 .12 .80 .92 1.05 121 1.38 1.52 1.69 1.85 1.95 |“Cash Flow” per sh 2.50
07 .10 24 .30 33 33 42 46 50 57 .64 .70 .92 1.07 1.20 1.34 144 1.57 |Earnings per sh A 2.00
-- -- -- -- 01 .05 .06 07 07 .08 .08 .09 .09 .10 11 12 14 .16 |Div'ds Decl'd per sh B 23
.02 .02 11 07 .08 11 13 17 19 21 .18 32 37 48 35 .29 .30 .30 |Cap'l Spending per sh 40
.59 .95 .69 142 1.80 1.95 2.27 2.61 2.54 2.88 3.36 391 533 7.07 8.96 7.87 8.35 9.30 |Book Value per sh © 13.45
4881 | 59.82 | 145.47 | 166.19 | 166.55 | 162.00 | 161.40 | 162.30 | 162.90 | 162.90 | 155.10 | 155.80 | 156.80 | 158.60 | 161.20 | 157.80 | 150.00 | 147.50 |Common Shs Outst'g © | 142.50
16.2 22.0 22.8 219 18.8 17.8 16.8 19.2 18.3 14.7 16.2 20.1 20.3 18.8 20.6 20.4 | Bold figires are |Avg Ann'l P/E Ratio 18.0
120 141| 138| 129 123| 119| 105| 111 95 84| 105| 103| 111 | 107 | 109| 109| \ValuelLine | Relative PIERatio 120
- - - - 2% | 9%| 8% | % | 8% | 9% | 8% | 7% | 5% | 5% | 4% | 4% | U Avg Ann'l Divid Yield 6%
CAPITAL STRUCTURE as of 6/30/06 656.6 | 7208 | 7951 | 8309 | 889.8 | 1129.1 |1513.7 | 1570.9 | 1694.2 | 17151 | 1830 | 1915 |Sales ($mill) 2325
Total Debt $802.0 mill. Duein 5 Yrs $700.0 mill. | 22505 | 22.9% | 22.5% | 22.8% | 23.1% | 21.1% | 19.7% | 20.2% | 20.7% | 20.8% | 20.5% | 21.0% |Operating Margin 22.5%
LJTDebt $§'1fé31m"tl.t LT.T;eSrESt %20/1 mf"é " 28.1 324 375 39.6 414 543 439 457 493 50.6 48.0 50.0 |Depreciation ($mill) 62.0
(LT earned: 18.1x; tot. cov: 1750 (5% ofCapl) | 75 | 746 | g0 | 899 | 1000 | 1009 | 1461 | 1726 | 1058 | 2155| 230 | 240 |Net Profit mill) 295
Leases, Uncapitalized Annual rentals $20.2 mill. 39.4% | 38.9% | 36.7% | 34.9% | 33.5% | 34.4% | 33.0% | 32.3% | 30.4% | 29.1% | 30.0% | 30.0% |Income Tax Rate 31.0%
Pension Assets-12/05 $68.4 mill. Oblig. $151.8 10.2% | 10.3% | 10.1% | 10.8% | 11.4% | 9.7% | 9.7% | 11.0% | 11.6% | 12.6% | 12.6% | 12.5% |Net Profit Margin 12.1%
mill. 1136 | 107.7 | 1281 | 1385 | 1574 | 1257 | 1752 | 389.8 | 651.8 | 288.8 420 475 |Working Cap’l ($mill) 740
Pfd Stock None 75.1| 1055 | 2175 | 1453 | 1095 | 7235 | 769.8 | 790.2 | 779.9 | 270.1 450 450 |Long-Term Debt ($mill) 400
Common Stock 153,826,504 shs. 3656 | 4239 | 4138 | 4689 | 5204 | 6095 | 8359 |1122.1 | 14440 | 12416 | 1250 | 1375 |Shr. Equity ($mil) © 1915
as of 7/28/06 16.5% | 15.2% | 13.8% | 15.5% | 16.6% | 9.0% | 10.0% | 9.7% | 9.4% | 14.8% | 13.5% | 13.0% |Return on Total Cap'l 12.5%
18.4% | 17.6% | 19.4% | 19.2% | 19.4% | 18.0% | 17.5% | 15.4% | 13.6% | 17.4% | 18.5% | 17.5% |Return on Shr. Equity 15.5%
MARKET CAP: $5.0 billion (Mid Cap) 16.0% | 15.2% | 16.7% | 16.6% | 16.9% | 15.7% | 15.8% | 14.0% | 12.5% | 15.8% | 15.5% | 15.0% |Retained to Com Eq 13.0%
CUR$I?\4I|ELI\ET POSITION 2004 2005 6/30/06 | 13% | 14% | 14% | 13% | 13% | 13% | 10% | 9% 8% | 9% | 10% | 10% |All Div'ds to Net Prof 12%
Cash Assets 506.4 4345 475.4 | BUSINESS: Dentsply International Inc. develops, manufactures, equip. unit 12/94. Foreign sales accounted for about 59% of '05 to-
Receivables 2389 2548  299.0 | and markets products for the dental industry. Dental consumable tal. Has about 8,000 emplys. Dentsply ESOP owns 6.3% of com-
Ion%eenrtory (FIFO) 251 %gg% %gg and laboratory products include artificial teeth, root canal instru- mon; Fidelity, 8.7%; Off. & Dir., 3.3% (4/06 Proxy). Chairman: John
Current Assets 1056:4 1030:0 1159:1 ments, impression materials, dental sealants, and anesthetics. Den-  C. Miles Il. CEO: Gerald K. Kunkle, Jr. Inc.: Delaware. Address:
Accts Payable 916 823 76.7 tal equipment includes dental x-ray systems, intraoral cameras, 570 West College Avenue, P.O. Box 872, York, PA 17405. Tel.:
Debt Dué 72.9 4122 388.7 | computer imaging systems and related software. Divested medical ~ 717-845-7511. Internet: www.dentsply.com.
8g;ferntLiab. 42132:&13 52’?:; gig:g Dentsply performed well in the first reflecting continued strength in ortho-
— 1 six months of this year Difficult dontics and implants in both the U.S. and
AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 year-over-year comparisons, a volatile Ger- Europe. Share earnings, meantime, topped
o change (persh) - 10%e  3Ys, 0L | man market, and timing issues made for our split-adjusted figure by two pennies,
“Cash Flow” 13 5% 135%  8.5% an interesting first half. The U.S. market, aided by the aforementioned margin gains
Eiﬁ\llfi'&mgs i‘;g‘;f 19-8‘;? 13'%] for example, generated organic growth of and the company's ongoing stock-repur-
BoakValue 165% 220% oow | only 1.2% in the first quarter, hurt by the chase program; 4.7 million shares were
- initial stocking of Oragix in 2005's opening bought back in the quarter for $139 mil-
cal- QUARTERLY SALES (§ mill ) Ful | quarter and distributor purchases in ad- lion. We've added $0.03 to our full-year
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | yance of announced price hikes. The do- figure, now $1.44, which falls within man-
2003 (3712 3945 3755 4297 115709 | mestic growth figure rose to 6.1% in the agement's guidance of $1.40-$1.44.
2004 14144 4244 3900 4655 (16942 | jyng period as conditions normalized. By The dental equipment and consuma-
%ggg f’lgzg 2‘71"21'3 ﬁgg 2324 %égl contrast, organic growth in Europe fell bles maker has decent long-term pros-
2007 |455 495 465 500 1915 | from 13.2% to 5.0%, mainly because Ger- pects Dentsply has a solid product
" many went from double-digit growth to a portfolio to which its R&D program adds
Cal- EARNINGS PER SHARE Full | decline of 1.5%. The gyrations notwith- some 25 new products annually. Moreover,
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | gyanding, Dentsply posted solid, aggregate a robust cash flow affords management
2003 | 24 27 26 .30 | 107} pa5e pusiness growth of 6.4% and 5.2% in the flexibility to boost share net through
%88‘; gg gg gg gg i%g the first and second quarters, respectively. acquisitions and/or stock repurchases.
2006 33 39 34 38 | 14a| Significantly, too, adjusted for stock-based Meantime, favorable socioeconomic and
2007 3% 41 38 4 | 157| compensation, both gross and operating demographic trends around the world
UARTERLY DIVIDENDS PAD ® margins continued to expand nicely in the promise to support a healthy operating en-
Cg" MQ31 T30 Son.30 Decl 5”” six-month period, reflecting an improved vironment for the foreseeable future.
endar | Mar.oL Jun.cd oep.ou DEC.Sll Year | ,roduct mix, manufacturing efficiencies, ... but we don’'t have a strong posi-
%ggg 8%2 8%% 8%% 8%3 -Og and the closing of a facility in Chicago. tion on this equity. It is neutrally
2001 | 007 027 07 '02; 'il ... and we’'ve raised our bottom-line ranked, and valuations likely preclude
2005 | 03 03 03 03 15 | estimate for 2006. Revenues were $7.4 worthwhile long-term price appreciation.
2006 | 035 035 035 million above our estimate last quarter, George Rho September 1, 2006

(A) Diluted earnings. Prior to '97, egs. based
on avg. shares out. Prior to '92, years ended
3/31 of following year, cal. year thereafter.
Excl. nonrec. gains/(losses): '93, (12¢); '94, 4¢;

'98, (29¢); 01, 8¢; '02, 1¢; '03, 2¢; '04, 8¢. Ex- | early January, April, July, and October. (C) In
tra. chg.: '93, (10¢). Disc. op.: '94, 1¢; '03, 3¢; | millions, adjusted for stock splits. (D) Incl. in-
'04, 27¢; '05, ($1.05); '06, 4¢. Next egs. report | tang. In '05, $1001.8 mill., $6.35/sh. (E) Pre-
due late Oct. (B) Dividends historically paid in | 1992 figures for GENDEX only.
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RECENT PIE Tralling: 9.2'}| RELATIVE DIVD
DEVON ENERGY nyst.on 52 69.01 [0 102 )6 06002 0. 7%l
TMEUNESS 3 Lovecszzan | o | 139] 188] 246 206 28| 4] 2341 205 Ze4] 416| 104] 48 Target Price Range
SAFETY 3 New6i26%8 LEGENDS
—— 5.0 x "Cash Flow" p sh
TECHNICAL 1 Raisegoos | Relive Pice Strengh 160
~ -for-1 split 11/04 120
BETA 1.10 (1.00 = Market) Oﬂugs.dYes indi T O O ] O O O O N N T T 100
2009_11 PROJECTIONYS aded area indicates recession 80
) Price  Gain Angelta-?rﬁal |r|!| h‘i‘t*"_ 60
High 110 (+60%% 13% I 50
Low 70 (Nil 1% .||"| 40
Insider Decisions Lt LN 30
ONDJFMAMIJ | /rffTIW'”'II il ™ 21
By 000000000 LR ] Tl P | PP 20
Opins 2 012002 10| 0 TR ELAAT T T A I |/ L 15
Sl 101300210k s f ot I AT AT NON 9% TOT. RETURN 8/06 |
Institutional Decisions L '--'.'...m'h*&“*‘l L/ . A THIS  VLARITH.
ay o i - by O
osdl 315 314 313 | ghares | Y TR 11110 U 10101 T BT T e owerrrmn S RTA L 3y — 494 [
Has(0 346103 351328 ssoa0s | " ® T Tt e AT Sy,  — 704
Devon Energy was incorporated on March | 1996 | 1997 | 1998 11999° | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
23, 1988 as a successor to Devon Energy | 255 | 484| 400| 427 | 1082 | 1256 | 1377 | 1533 | 197 | 2345| 25.00 | 27.90 |Sales per sh 3170
Corp. (Nev.). The businesses, assets, and | 122 | 248 | 178| 206| 560| 643 | 558 | 733 | 932| 1170 | 1230 | 1365 |“Cash Flow" per sh 15.15
operations of Devon Resource Investors 79 109 50 67| 273| 252 | 171| 400 | 438| 668| 685| 750 |Earningspersh A 8.20
and Devon-Smedvig Oil & Gas Ltd. were 07 10 10 10 10 10 10 10 20 30 45 45 |Div'ds Decl'd per sh B 45
consolidated in the new company. It began [ 154 | 202 | 388 | 183 | 498 | 735| 542 | 539 | 647 895| 11.00 | 11.40 |Cap'Spending persh 11.70
operating as a publicly traded corporation| 7.35| 841 | 540 | 1089 | 1216 | 1270 | 1436 | 2274 | 2821 | 3210 | 38.80 | 45.45 |Book Value per sh 67.65
on September 29, 1988 when it offered ap- | 64.28 | 64.64 | 96.85 | 172.17 | 257.28 | 244.76 | 31351 | 47953 | 479.42 | 458.00 | 440.00 | 430.00 |Common Shs Outst'g € | 410.00
proximately 8.6 million shares of common [ 167 173| 340 254 92 99 [ 134 6.2 75 7.8 | Bold figlres are |Avg Ann’l PIE Ratio 11.0
stock. Since then, it has grown principally | 1.05| 100 | 177| 145 60 51 73 35 40 41| ValuelLine |Relative PJE Ratio 5
through acquisitions. 5% | 5% | 6% | 6% | A% | 4% | A% | 4% | 6% | 6% | " |Avg AnnlDivd Yield 4%
CAPITAL STRUCTURE as of 6/30/06 1640 | 3131 | 3875 | 7345 | 2784.1 | 3075.0 | 4316.0 | 7352.0 | 9189.0 |10741.0 | 11000 | 12000 |Sales ($mill) 13000
Total Debt $8.1bill.  Duein 5 Yrs $2.7 bill. 68.7% | 69.2% | 61.0% | 66.8% | 75.2% | 72.6% | 55.7% | 60.3% | 65.2% | 69.2% | 67.5% | 67.5% |Operating Margin 66.0%
LTT tD?'?tt%-Otb”'- _ng'(;“ere“ 3‘2%‘3/’2}'-% o| 44 3] 1238 2704 | 7347 | 9100 12110 | 17930 | 22900 | 21910 | 2350 | 2600 |Depreciation (mill 2800
I(nglﬁjelzr;e?flgoﬁﬁgzébe'nﬁres dée 20008, EX) 348 | 753 | 484 | 872 7149 | 6740 | 549.0 | 17310 | 2186.0 | 31590 | 3060 | 3275 |Net Profit ($mill) 3420
changeable into ChevronTexaco common stock at 41.3% | 38.0% | 39.8% | 40.5% | 40.7% | 38.9% | 20.8% | 22.9% | 33.6% | 35.5% | 36.0% | 36.0% |Income Tax Rate 36.0%
$107.20 per share, callable starting 8/2000 21.2% | 24.0% | 12.5% | 11.9% | 25.7% | 21.9% | 12.7% | 235% | 23.8% | 20.4% | 27.8% | 27.3% |Net Profit Margin 26.3%
Leases, Uncapitalized Annual rentals $35.0 mill. 198 | 624 300 189.8 | 3051 | 1620 | 220 | 2930 | 7720 | 12720 | 55| 550 |Working Cap’l ($mill) 1510
Pens'°“A559t5'12’°5$518-°m"('-)bl. $707.0mil| 1575 | 1495 | 5548 | 1787.1 | 20488 | 63890 | 75620 | 85800 | 70810 | 59570 | 7255 | 6755 |Long-Term Debt (Smil) | 5555
Pid Stock $150 mill.  Pref. Div_$9f§"mi||_ UM 4704 | 5436 | 5230 | 20255 | 32776 | 3250.0 | 4653.0 | 11056 | 13674 14862.0 | 17215 | 19690 | Shr. Equity ($mill) 27890
1.5 mill shares 6.49% series A (1%of Capl) | 63% | 116% | 6.0% | 3.3% | 14.9% | 8.0% | 6.7% |10.2% | 118% | 16.4% | 13.0% | 13.0% |Return on Total Cap’l 11.0%
Common Stock 439,987,000 shares 74% | 139% | 92% | 4.3% | 21.8% | 20.7% | 11.8% | 15.7% | 16.0% | 21.3% | 18.0% | 16.5% |Return on Shr.Equity | 125%
. 6.7% | 127% | 7.9% | 3.8% | 21.8% | 20.6% | 11.3% | 154% | 15.4% | 20.5% | 16.5% | 15.5% |Retained to Com Eq 115%
MARKET CAP: $304 billion (Large Cap) o% | 9% | 15% | 19% | 4% | 5% | 7% | 3% | 5% | 5% | 7%| 6% |All Divids to Net Prof 6%
CU'(?&EL’\E,T) POSITION 2004 2005 6/30/06 BUSINESS: Devon Energy Corp. is a major North American inde-  gas lig., 40%. Has about 4075 employees, 35,000 stkhidrs. Insiders
Cash Assets 2119.0 2286.0 1362.0 | pendent oil and gas exploration and production company, with own 1.4% of common stock; Capital Research & Mgmt., 6.6%;
Receivables 1320.0 1601.0 1404.0 | properties concentrated in: the Permian Basin in TX and NM; the Davis Selected Advisors, 6.5%; Barclays Global Investors, 5.7%
In%eer}tory (Avg Cst) 43%'8 319'6 279'6 San Juan Basin in NM; the Rocky Mt. region in WY; OK and north  (4/06 proxy). Chairman & CEO: J. Larry Nichols. President: John
Current Assets 3872:0 4206:0 3045:0 Texas; the Gulf of Mexico; and Canada. Proved reserves at Richels. Inc.: OK. Address: 20 North Broadway, Oklahoma City, OK
Accts Payable 1202.0 1613.0 1629.0 | 12/31/05: 2.1 billion barrels of oil equivalent; nat. gas, 60%; oil and ~ 73102. Telephone: 405-235-3611. Internet: www.devonenergy.com.
Other ° 1898.0 13210 25690 | pheyon Energy’s results have been day. Moreover, on August 9th, the compa-
Current Liab. 31000 29340 #1980 | polped by persistently strong energy ny, in partnership with Petrobras Amer-
ANNUAL RATES  Past Past Est'd’02-'04| prices. Supported by a 6% increase in rev- ica, bought BHP Billiton’s working inter-
Jchange persh) 10N oS, Caeit | enues during the second quarter, to over est in the Cascade Unit in the deepwater
“Cash Flow”  22.0% 285% 80% | $2.6_billion, earnings advanced 14%, to Gulf of Mexico. This play provides some
Earnings 230% 350% 85% | $1.57 a share. The realized commodity near-term upside potential. We look for
gg’éﬁe\;‘gﬁje o o0 140% | prices remained the primary driver of production to rebound in 2007 as Devon
iadd =2 ~” | earnings growth, helping to offset the fully resumes its Gulf of Mexico operations
cal- QUARTERLY SALES ($ mill) Full | year-over-year production decline (5%) at- (Red Hawk Field, Eugene Island, and
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | tributable” to asset sales and ongoing West Cameron). In the meantime, we are
2003 | 1671 1813 1948 1920 | 7352 | project deferrals in Gulf of Mexico opera- raising our full-year earnings estimate by
2004 | 2238 2219 2267 2465 | 9189 | tjons. Indeed, the average selling price for a nickel to $6.85 in 2006. Our outlook for
2005 | 2351 2468 2704 3218 110741 | the company’s oil equivalent products 2007 calls for earnings to reach $7.50 a
%88? %ég %g%g %88 g?ég %888 (crude oil, natural gas, natural gas liquids) share. ) o
jumped to $42.19 per barrel of oil equiv- A large potential addition to reserves
Cal- EARNINGS PER SHARE A Full | alent, versus $35.66/Boe a year ago. has bolstered the price of these
endar_|Mar.31 Jun.30 Sep.30 Dec3l| Year | The company is focusing on the neutrally ranked shares. Devon Energy
2003 | 124 .79 86 111 | 400| Barnett Shale. Devon Energy completed recently announced that some promising
2004 | 100 101 106 131 | 438| jt5 acquisition of Chief Holding on June Gulf of Mexico wells in which it has an in-
2005 | 114 138 187 233 | 672| poth for $2.2 billion. Chief's oil and gas terest were close to being declared com-
gggs %Z;g %g; %gg %82 ?gg properties in north Texas are estimated to mercial. While expensive to develop, these
- : : : : contain proved reserves of 617 billion cubic wells could boost overall reserves by 40%,
Cal- | QUARTERLYDVIDENDSPAD® | Full | feet of natural gas equivalent spread over or more. We note that production is still a
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | 169 000 net acres. Devon currently has 25 few years away. Meanwhile, Devon has an
2002 | 025 025 025 .025| 10| rigs operating there, and it plans to add aggressive share-repurchase program that
2003 | 025 025 025 025 10} gnother five by yearend. The targeted should return some value back to share-
%88‘51 8?5 8?5 8?5 835 gg 2Q06.exit rate, includjng Chief‘s assets, ho_ld_ers.
2006 13 113 ' 1 will likely reach 710 million cubic feet per William W. Lee September 15, 2006

(A) Diluted earnings; primary before 1997. Ex-
cludes nonrecurring gains/(losses): '93, $0.06;
'98, ($2.16); '99, ($3.01); '00, 5¢; '01, ($4.31);
02, ($1.97); '05, $0.43; 06, $0.15.

(8)
@1
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Next earnings report due early Nov.

Dividends historically paid at the end of | pooling of interests.

March, June, September, and December.

n millions. Adjusted for stock split.

(D) Includes Northstar, acquired 12/98 in a

Company’s Financial Strength B++
Stock’s Price Stability 55
Price Growth Persistence 95
Earnings Predictability 40

To subscribe call 1-800-833-0046.
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RECENT 39 69 PIE 22 7 Trailing: 23.5'}| RELATIVE l 28 DIVD 2 20/
' . NYSE-DBD PRICE . RATIO . [ \Median: 190/ |PERATIO L. YLD Wyl
; High: 27.6 42.3 50.9 55.3 39.9 34.8 41.5 43.6 57.4 56.4 57.8 46.3 i
TMELNESS 4 masisosos | O 591 23] 533 31| 183| 31%| 55 5| s 239 31 4 Tzzgggt 2828 R;Sff
SAFETY 2 Raised11604 | LEGENDS
—— 13.0 x "Cash Flow" p sh 160
TECHNICAL 3 Raised 7706 |-+ Relaive Price Sirengtn
3-for-2 split  3/93 120
BETA .95 (1.00 = Market) 3-for-2 split  2/94
3Hor-2 split 2196 100
2009-11 PROJECTIONS 3Hor-2 split 2197 80
. ~Ann'l Total | Options:Yes ([ | | (| | | | | 1 | o fTTmTmTemet
Price  Gain Return haded area indicates recession I T S S B LT T T T CTTT T 60
High 75 (+90%) 18% iy A 50
low 58 (+40%) 10% -t RINAM R— Laeeire 40
Insider Decisions i!' !I | ) BJ]’P'I m iluﬂL [ ! 30
ASONDIJIFMA lhin [ — | |
Bly 000000100 |l R 20
Opions 0 0 0 0 105 0 0" "My 15
foSll_0 00000000 % TOT. RETURN 6/06 |
Institutional Decisions R R o] THIS  VLARITH.
302005 402005  1QN06 | percent 15 dSpheeet A B . srgclK lgl?Eé -

B 145 125 143 O o T RS .8 8 [
0l T8> T 1ay | Shares 0 PP TP Y PR AP E I | sy, 13 639 [
HIUs(000) 52050 50789 52050 L I By 376 597
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

711 751 8.02 915| 11.09 | 1257 | 1496 | 1778 | 1721 | 17.71 | 2437 | 2467 | 2691 | 29.04 | 3326 | 37.65| 3850 | 41.05 |Revenues persh 51.60

.66 72 .79 91 113 1.32 1.72 2.05 2.09 2.30 2.70 3.08 3.04 329 3.62 3.09 3.30 3.75 | “Cash Flow” per sh 485
AT 53 61 71 93 111 142 1.76 1.70 1.85 192 1.96 2.19 240 2.54 192 1.75 2.25 |Earnings per sh ®) 3.65
.30 32 33 .36 .39 43 45 50 56 .60 .62 .64 .66 .68 74 .82 .86 .90 |Div'ds Decl'd per sh (®)a 1.05
33 14 18 27 33 51 49 98 45 .57 .60 .96 .70 1.00 .86 .66 .85 .85 |Cap’l Spending per sh 1.10

5.64 5.89 5.90 6.27 6.70 731 8.36 9.69 | 10.15 | 11.88 | 13.08 | 12.66 | 13.05 | 1581 | 17.61 | 16.78 | 17.40 | 18.30 |Book Value per sh 21.85

66.99 | 67.43| 67.77| 68.08| 6854 | 68.71| 6884 | 69.00 | 68.88 | 71.10 | 7155 | 71.36 | 7211 | 72.65 | 7159 | 68.72 [ 66.50 [ 64.50 [Common Shs Outst'g ©)] 60.00

16.9 159 179 212 19.8 17.7 221 244 20.7 145 144 16.9 172 18.6 19.7 24.5 | Bold figyres are |Avg Ann’l P/E Ratio 18.0

1.26 1.02 1.09 1.25 1.30 118 1.38 141 1.08 .83 94 87 94 1.06 1.04 129 ValuejLine Relative P/E Ratio 120

37%| 38%| 3.4%| 24% | 21% | 22% | 14% | 12% | 16% | 22% | 22% | 19% | 18% | 15% | 15% | 17% | ="' |Avg Ann'l Divd Yield 1.5%
CAPITAL STRUCTURE as of 3/31/06 1030.2 | 1226.9 | 1185.7 | 1259.2 | 1743.6 | 1760.3 | 1940.2 | 2109.7 | 2380.9 | 2587.0 | 2690 | 2815 [Revenues ($mill) 3250
Total Debt $642.4 mill. Due in 5 Yrs $642.4 mill. | 1579 | 165% | 16.3% | 17.5% | 16.3% | 17.5% | 15.6% | 155% | 14.8% | 11.7% | 10.5% | 12.2% |Operating Margin 12.5%
#ga?ﬁ]?érizsfgoye"r'a e_Lgro';(‘)tere(sztsﬁ/Ggfrg!-,l) 210 | 187| 256 347| 59| 790 | 613 | 643 | 750| 762| 90.0| 90.0 |Depreciation ($mil) 90.0

98-8 portap 974 | 1225 | 1180 | 1289 | 1369 | 1405 | 1581 | 1748 | 1840 | 1363 | 120 | 150 |Net Profit (gmill 225

33.5% | 34.0% | 34.8% | 36.0% | 33.0% | 33.0% | 32.0% | 32.0% | 31.6% | 33.3% | 35.0% | 35.0% |Income Tax Rate 35.0%

Leases, Uncapitalized Annual rentals $55.0 mill. 9.5% | 10.0% | 10.0% | 10.2% | 7.9% | 8.0% | 81% | 83% | 7.7% | 53% | 45% | 6.0% |Net Profit Margin 6.6%
) . ) . 2514 | 307.7 | 3081 | 2655 | 237.6 | 2944 | 359.9 | 4865 | 506.0 | 847.9 925 975 |Working Cap'l ($mill) 1100
Pension Assets-12/05 $366 mill. Oblig. $409 mil. | 08| 208| 208| 208| 208| 13| --| 133| 4547| 625| 600 |Long-Term Debt ($mill) | 450
Pid Stock None 575.6 | 668.6 | 6991 | 8444 | 9361 | 9031 | 9408 | 11482 | 12605 | 11528 | 1180 | 1165 |Shr. Equity ($mill) 1250
Common Stock 67,492,800 shs. 16.9% | 17.8% | 16.4% | 14.9% | 14.3% | 15.2% | 16.6% | 152% | 14.6% | 9.0% | 7.5% | 9.5% |Returnon Total Cap'l 14.0%
n ) 16.9% | 18.3% | 16.9% | 15.3% | 14.6% | 15.6% | 16.8% | 15.2% | 14.6% | 11.8% | 10.0% | 13.0% |Return on Shr. Equity 18.0%

MARKET CAP: $2.7 billion (Mid Cap) 11.5% | 132% | 11.4% | 10.3% | 9.9% | 10.5% | 11.7% | 10.9% | 104% | 6.8% | 5.0% | 8.0% |Retained to Com Eq 12.5%
CUR$I$\4I|ELI\|{T POSITION 2004 2005 3/31/06 32% 28% 33% 32% 32% 33% 30% 28% 29% 42% 49% 40% |All Div'ds to Net Prof 30%
Cash_Aséets 215.7 260.8 368.4 | BUSINESS: Diebold, Inc. manufactures, markets, and services U.S. in 1/02; co. has a similar operation in Latin Amer. Foreign
Receivables 583.7 676.4  648.6 | automated transaction systems, including the leading line of auto- sales accounted for 39% of revenues in 2005. Services were 50%
Ion%eenrtory (LIFO) ﬁ%g ﬁé? gggg mated teller machines (ATMs) in the U.S., and point-of-sale (POS) of revs. and 45% of gross profit. R&D 2.3% of revenues. Has
Current Assets 1234:6 1427:9 1565:3 systems for retailers. Also is the leading domestic manufacturer of 14,400 employees. Off./Dir. own 2.6% of common (3/06 Proxy).

electronic and physical security products, such as vaults and sur- CEO & Pres: Thomas W. Swidarski. Inc. Ohio. Addr.: P.O. Box

Accts Payabl 140.3  180.7 154.1

DZ%E Duaeya € 289.5 345 14.1 | veillance systems. Entered the electronic voting machine field in the 8230, Canton, Ohio 44711. Tel.: 330-490-4000. Net: diebold.com.
Other 298.8 364.8 425.8 - - -
Current Liab. 586 5800 “5oao | Piebold has launched a major restruc- ly reflects the ramp-up of technologically

—— turing program under a new senior advanced deposit automation modules.
Qf'z‘m? ErASEES lﬁ; SP%S; 53:040331'105 management team. It recently merged Meanwhile, Security Solutions should con-
ge (persh) Y ; the inventory procurement and manufac- tinue to benefit from an increased share of

Revenues 12.0% 11.0%  7.5% . ] : ; >

“Cash Flow” 135%  9.0%  6.5% turing operations, which should help an expanding federal budget for this serv-

Eiﬁ\llfi'&'gggs l%-g‘;f 2%’ g-g‘gf reduce order turnaround time and per-unit ice. Towards that end, a divisional office
. 0 . 0 . 0 H H H H

Book Value o5% 80% 485% | costs. Another cost-savings measure is the was recently opened in Washington D.C.

- planned transfer of European manufactur- The brightest growth prospects for
Cal- | QUARTERLYREVENUES(Smil) | Full | jng operations from France to Hungary. Diebold’s ATM operations are in
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | pjeanwhile, the company has reversed China and India. In both countries, the
2003 |4102 4809 5702 6484 121097 | coyrse on the outsourcing (four years ago) company has assembly operations and the
%ggg égg% 2%8 g%gg ;%é %gggg of the Information Technolgy (IT) function, largest share of fast-expanding ATM mar-
2006 |6237 660 660 7463 |2690° and is in the process of rehiring most of its kets. Based on the assumption of place-
2007 |6s0 685 700 780 |2815 | former IT employees. Finally, manage- ment potential in China of one machine
ment has just contracted with a leading per 5,000 people versus the current ratio

Cai" Marng’juNfggEggHg%E(ggc al 5“" provider of cost-efficiency consulting and of 1 to about 825 in the U.S., that ATM
endar | Var.o1 Jun. p. : €A | software services to supplement its efforts market is about 20% saturated. On that
2003 |36 57 66 8l | 2401 jn this area. basis, the percentage in India is much

%88‘; 3? gg gg g; %g‘zl We look for earnings to rebound by at lower. Also, Diebold has received a num-
2006 99 24 a4 517 least 25% in both 2007 and 2008. Our ber of sizable ATM orders lately from
2007 35 50 55 ‘g5 | 205 | estimates assume that much of the $100 banks in South America. )

UARTERLY DIVIDENDS PAID=®) million in annual savings target will be Although this stock is untimely at
Cg" MQ 31 June30 Sep.30 Dec3l 5”” reached by the close of 2008. Also, man- present, it may appeal to investors
endar | Mar.o. Junesy oep.o) DEC.Sl Year | agement expects domestic revenues of with a longer-term focus. Our projec-
2002 1165 165 165 165 66| Diebold’s core automated teller machine tions to 2009-2011 indicate that average

%882 %5 %5 %5 %5 92 (ATM) business to begin to improve next earnings during that period might be more

2005 | 205 205 205 205 'go | Year, following a downturn that started in than twice this year’s estimated level.

2006 | 215 215 2005's second quarter. This prospect part- David R. Cohen July 14, 2006
(A) Based on diluted shares starting in 1997; | $0.60; '01, $1.03; '02, $0.82; '05, $0.75; '06- June, September, and December. Company’s Financial Strength A
primary shares in prior years. Next earnings Q1, $0.4. Excludes gains on discont. opers. in | = Dividend reinvestment plan available. Stock’s Price Stability 75
report due late July. Excludes nonrecurring '04, $0.01; '05, $0.19. (C) In millions, adjusted for stock splits. Price Growth Persistence 45
losses: in '90, $0.34; '91, $1.28; '92, $0.89; '98, | (B) Dividends historically paid in early March, Earnings Predictability 80
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RECENT PIE Trailing: 28.5'} | RELATIVE 6 DIVD |
DlONEX CORPI NDQ-DNEX PRICE 49,55 RATIO 27.2 Median: 22.0,/ | PIE RATIO l. 2 YLD Nl
High:| 146 202 275| 39.6| 510| 421| 380| 321| 485| 60.1| 612 623 i
TIMELNESS O woweosiios | O 08| 298] T3 98| 30| 04| 28 23| %3 N8| 06 s Tzzgggt 2828 R;Sff
SAFETY 3 New7l27io0 LEGENDS
= 20.0 x "Cash Flow" p sh 160
TECHNICAL 2. Reised /25006 ;- -+ Relative Price Strength
2-for-1 split  1/96 120
BETA .90 (1.00 = Market) é»f(l)_ro-%ssgllgs 6/98 100
1 N
2009-11 PROJECTIONS haded area indicates recession 80
. ~ Ann'l Total
) Price  Gain Return ITRTHL AT LA I B EE L L L LE T 60
High 80 E+60%g 12% ML 0 h TN LTINS 50
low 55 (+10%) 3% D-for-1 il"”'! i b Th S 4
Insider Decisions . ] J/’.'” | |||'J'HII:|:\/.=. ! 30
ONDJFMAM] WI"*W ||” AT -.,|I|||I
By 00000O0O0O0O I, » S NN 20
Options 0 4 007 10 2 0 (LTI S R I DI S 15
toSl 05008 1042 T = o RO L % TOT. RETURN 7/06 |
Institutional Decisions Leowaness™ T 01! s THIS  VLARITH.
00005 4Q2005 102006 | percent 12 STOCK  INDEX |
6 0 60 . " . 1y 199 30 [
bel & G eg|shares 8 P ST 81 P et 1 (111 (11 (e AL AR 3y %8 523 [
HUs(000) 17568 17387 17825 P e L Syr. 896 592
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
2.27 2.71 3.00 347 3.62 438 5.38 6.00 6.74 7.75 8.12 8.42 865 | 1027 | 1242 | 1385| 1456 | 16.30 |Sales pershA 20.85
42 A48 52 .60 .65 .80 1.06 1.22 1.40 1.66 1.74 1.67 154 1.78 2.26 2.55 2.08 2.45 |"Cash Flow” per sh 340
.36 42 45 51 .55 .66 85 1.03 1.18 140 1.46 142 1.24 1.45 1.89 2.13 1.74 2.10 |Earnings per sh B 2.95
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil |Div'ds Decl'd per sh Nil
A1 14 27 .04 .26 07 12 11 11 33 23 32 23 A7 20 .61 45 .55 |Cap’l Spending per sh .70
2.36 2.59 2.96 312 3.67 3.79 332 3.55 3.17 429 5.35 5.86 6.25 7.61 8.80 9.08 9.26 8.95 [Book Value per sh © 14.15
3549 | 3292| 3210| 3039 | 3028 | 2743 2474 | 2369 | 2232 | 2231 | 2212 | 2218 | 21.09 | 2093 | 20.84 | 20.16 | 20.00 | 19.00 |Common Shs Outst'g D 18.00
155 138 15.7 17.3 15.0 145 18.0 20.0 219 239 26.3 219 20.9 212 249 24.5 | Bold figyres are |Avg Ann’l P/E Ratio 23.0
115 88 95| 102 98 97| 113| 115| 114| 136| L171| 112| 114 | 121 | 132| 129| \Valueline |Relative PIE Ratio 155
.- - - - - - - - - - .- .- - - .- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 6/30/06 1330 | 1421 | 1505 | 1729 | 1795 | 186.8 | 1824 | 2149 | 2588 | 279.3| 2913 310 [Sales ($mill) 375
Total Debt None 27.6% | 29.1% | 29.7% | 30.5% | 30.4% | 26.2% | 23.7% | 25.0% | 26.1% | 25.3% | 22.2% | 22.5% |Operating Margin 24.0%
LT Debt None 29| 26| 25| 37| 45| 53| 48| 59| 58| 60| 60| 60 Depreciation (Smil) 70
233| 262| 287 332| 340| 318 276 | 314 | 414| 455| 357| 410 |Net Profit ($mill) 54.0
34.7% | 34.5% | 34.0% | 33.0% | 32.5% | 32.5% | 32.5% | 32.5% | 33.1% | 31.7% | 39.0% | 35.0% |Income Tax Rate 35.0%
No Defined Benefit Pension Plan 17.5% | 18.5% | 19.0% | 19.2% | 19.0% | 17.0% | 15.1% | 14.6% | 16.0% | 16.3% | 12.3% | 13.5% |Net Profit Margin 14.5%
47.9 48.2 358 348 484 68.1 62.1 871 | 1037 | 102.0 98.4 80 |Working Cap'l ($mill) 150
Pfd Stock None - w] .| 10] w0 5 5| | --|  Nil |Long-Term Debt ($mill Nil
Common Stock 19,991,771 shs. 822| 842| 707| 957 | 1184 | 1299 | 1317 | 150.3 | 1835 | 1830 | 1854 | 170 |Shr. Equity ($mill) 255
as of 5/9/06 28.3% | 31.2% | 40.5% | 34.4% | 28.7% | 24.3% | 20.8% | 19.7% | 22.6% | 24.9% | 19.3% | 24.0% |Return on Total Cap!l | 21.0%
MARKET CAP: $1.0 Billion (Mid Cap) 28.3% | 31.2% | 40.5% | 34.7% | 28.7% | 24.5% | 21.0% | 19.7% | 22.6% | 24.9% | 19.3% | 24.0% |Return on Shr. Equity | 21.0%
CURRENT POSITION 2004 2005 6/30/06 | 28.3% | 31.2% | 40.5% | 34.7% | 28.7% | 245% | 21.0% | 19.7% | 22.6% | 24.9% | 19.3% | 24.0% |Retained to Com Eq 21.0%
SMILL. .. .. .. .. .. .. .. . . . ) i iV i
Cas(h'Ass)ets 588 538 510 Nil [All Div'ds to Net Prof Nil
Receivables 53.1 55.5 63.0 | BUSINESS: Dionex Corp., manufactures, markets, and services Foreign sales: 72% of total. R&D: 8.1% of sales. '05 depr. rate:
g;’heenrtory (FIFO) ﬁg %gg %g;‘ chromatography systems that are used to identify contaminants in ~ 6.9%. Has 1064 employees, 950 holders of record. Off. & dir. own
Current Assets 150'9 152'1 158.1 manufacture of electronic devices, isolate corrosion sources in elec-  8.6% of stock; Neuberger Berman, 11.2%; Fidelity, 7.8%; Royce &
’ ' ' i i i i i i .3% (10/05 proxy). Chrmn: A. B. Bowman. President
Accts Payable 81 100 94 _tncal power plants, monitor process chemicals in paper & che_mlcal Associates, 5.3% (10/05 proxy N
Debt Due 15 s .| industries, characterize constituents of foods and pharmaceuticals, & CEO: L. Braunschweiler. Inc.: Del. Addr.: 1228 Titan Way, Sun-
Other 37.6 40.1 50.3 | etc. Marketed by company force in U.S., Europe, Canada, & Japan. nyvale, CA 94085. 408-737-0700. Internet: www.dionex.com.
Current Liab. 412 %01 8971 Fiscal 2006 (ended June 30th) was a lower in fiscal 2007. Lower-margin Sum-
ANNUAL RATES  Past Past Est'd’'03-'05| disappointing year for Dionex. Despite mit sales in the first quarter and the effect
ochange persh) - 10%s, S 0 AL | record sales, earnings fell by 18% com- of stock option expensing is likely to keep
“Cash Flow” 125% 65%  75% pared to the prior year, largely due to margins below the levels achieved during
Earnings 125%  6.0%  8.5% stock option expenses, which clipped $0.19 the first half of this decade. Margins may
LB)'V'de"dS - o Nil | from share net. A higher tax rate and cur- well begin trending upward after the first
ook Value 9.0% 150%  9.0% - - )
- - rency fluctuations were further drags on quarter, thanks to Dionex’s new manufac-
Riscal |  QUARTERLY SALES($mil)» | Full | earnings. Orders were strong in the fourth turing plant in Germany. The company
Ends |Sep-30 Dec.31 Mar3l Jun30| 'vear | quarter for the company’s Summit high- should also complete the centralization of
2003 | 473 545 560 571 | 2149 | performance liquid chromatography its support structures in North America
2004 | 533 655 707 693 | 2588 | (HPLC) product, which is being replaced and Europe by the second half of this fiscal
2005 | 632 741 708 712 | 2793 | py the UltiMate 3000. Demand for both year. This initiative may save approxi-
%ggg ggé g‘l"g ;gg ;gg 5%3 products at the same time increased man- mately $2 million in operating expenses
- : - - - ufacturing costs and required higher in- annually. However, these savings will not
Riscal | ~ EARNINGS PER SHARE A ® gul | ventory reserves, however. We believe offset the cost of stock options, making
Ends |Sep-30 Dec.31 Mar3l Jun30| VYear | these ~factors caught management off comparisons to the years before fiscal 2006
2003 | 29 41 35 40 | 145| guard and created some manufacturing in- difficult, as stock option expense was pre-
2004 | 35 49 56 49 | 189 efficiencies that were a drag on margins. viously excluded. As a result, we have
%882 22 gg gg g; %%?1 Pressure on the supply chain caused by lowered our fiscal 2007 earnings estimate
2007 ‘20 50 &5 5 | 210 this problem also led to production delays. to $2.10, from $2.45.
: . . - — As a result, the company was not able to These shares are untimely. With earn-
Cal- | QUARTERLY DIVIDENDS PAID Full | clear its backlog of orders for Summit in ings down in fiscal 2006 and our estimate
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | the quarter. The majority of remaining for this year similar to results of fiscal
2002 Summit orders are likely to ship in the 2005, Dionex stock is likely to lag the mar-
2003 NO DIVIDENDS first quarter of this year, but they will ket in the year ahead. Further, at its
2004 BEING PAID carry lower margins due to promotional recent price DNEX offers below-average
%882 discounts and higher production costs. appreciation potential to 2009—2011.
Operating margins ought to remain Jerry W. Gray Jr. September 1, 2006
(A) Fiscal year ends June 30th. Next earnings report due early Nov. Company’s Financial Strength B+
(B) Primary earnings through fiscal 1997; (C) Incl. intangibles. In 2006: $29.5 mill., $1.48 Stock’s Price Stability 80
diluted thereafter. Excludes nonrecurring gains | per share. Price Growth Persistence 65
(losses): '95, 2¢; 96, 3¢; '99, (20¢); '01, (5¢). | (D) In millions, adjusted for stock splits. Earnings Predictability 80

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.




NSG WPD-6 (2)
Page 72 of 236

ANNUAL RATES  Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Sales 185% 14.0% 13.5%
“Cash Flow” 195% 125% 11.5%
Earnings 17.0% 125% 10.5%
Dividends 17.0%  85% 11.0%
Book Value 18.0% 14.0% 14.5%
Fiscal QUARTERLY SALES ($ mill.)A Full
Bens | Apr30 Jul3L Oct3l Jan.3l| Vee
2003 |1569.1 1651.1 1685.3 1966.5 | 6872.0
2004 |1748.0 1836.2 1879.2 21975 | 7660.9
2005 |1977.8 2066.0 2057.9 2480.5 | 8582.2
2006 |2151.4 22442 2219.4 2685 9300
2007 {2370 2520 2530 2880 (10300
Fiscal EARNINGS PER SHARE A B Full
Bens |Apr30 Jul3l Oct3l Jan3l| e
2003 18 18 23 33 92
2004 .20 22 22 40 1.04
2005 .20 23 .20 46 1.08
2006 15 .20 .20 50 1.05
2007 17 24 24 .55 1.20
cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 032 032 .032 .032 13
2003 032 035 .03 .035 14
2004 03 .04 .04 .04 .16
2005 .04 .04 045 045 A7
2006 045 .05 .05

eral’s fiscal 2006 (ends February 2,
2007) share-earnings estimate. Man-
agement started the year with a profit tar-
get of $1.14 - $1.21 a share. Subsequently,
this guidance was reduced to $1.09 - $1.16
(implying double-digit second-half earn-
ings gains, compared with easy year-
earlier figures). We're taking a more cau-
tious stance reflecting high gasoline and
heating oil prices, stagnant wage growth
for low-income families (DG’s core custom-
ers), slower sales of higher-margin discre-
tionary goods, and higher interest rates.
Furthermore, the company has an un-
disclosed amount of aged inventory (likely
requiring significant markdowns). Also,
numerous initiatives are being introduced,
which will take time to work out.

The real estate department will be
busy through year-end 2007. The com-
pany is likely to increase its square
footage by 9% this year and next. Also,
about 2,000 leases (over 20% of the total)
are up for renewal during this timespan.
Dollar’s merchandising strategy is
being updated. The company intends to
increase its level of top-tier national

RECENT 13 28 PIE 12 6 Trailing: 12.8'}|RELATIVE 0 73 DIVD l 50/
NYSE-DG PRICE . RATIO .U \Median: 25.0/| PIE RATIO YLD 070
High: 7.1 9.1 16.4 24.2 26.1 23.2 24.0 20.0 23.4 23.2 22.8 19.2 i
TMELNESS 4 weeosmos | OV D7) 35| 98| 35| 135 BA| 108 29| Bs| BRI T 139 Tzzgggt 2828 R;Sff
SAFETY 3 Raised111601 | LEGENDS oL
—— 135 x "Cash Flow" p sh 00
TECHNICAL 4 Lowered 8111106 - -+ Relative Price Strength 1
5 for-4 split  9/93 80
BETA 105 (1.00 = Market) 5;0risplw: ‘3‘53@ 64
2009-11 PROJECTIONS | 4o spit 408 S orla 18
Ann'l Total | 5-for-4 split 2/97 IO
Price  Gain Return | 5-for-4 split 9/97 5for4 [ 2 I I A R I A S B ELE LR EEE
High 40 (+200%g 33% Sgorisplwt 3;98 for-4y S-for 32
Low 25 "(+90%) 19% |2iory shit 938 L - S N LA N PR SR 2%
Insider Decisions 5.for-4 split 5/00 ..!!li Ul !”“ iIHHi | .I'—,t I Jlu AT e — 20
SONDJFMAM Ogaoggdgseaind\cales recession [Ty ! IIIHi !' H|I # II' I - I| 16
©Bly 000000000 TG L—] 1 le 12
Optiol?s 001010000 [[esesd -] o . ||
oSl 000010100 UL L™ LT % TOT. RETURN 7 N
Institutional Decisions o ﬂf/l’ltl et 010 THIS v vué?% 8
302005 4Q2005  1Q2006 | pereent 21 if Af STOCK INDEX
to Buy 148 148 128 | ghares 14 b lyr.  -332 3.0
to Sell 146 125 149 | yaded 7 0. | [ | T T [T OO TR (TR T R 3yr.  -251 523 [
HIds(000) 238661 240169 237737 LR SO L e Syr. 285  59.2
1990|1991 | 1992|1993 1994 | 19951996 [ 1997 [1998 | 199 000 {2001 [2002 [2003 | 2004 | 2005 [ 2006 [ 2007 | ©VALUELINEPUB., INC. | 09-11
2.23 2.54 3.02 3.60 430 513 6.25 955 | 1161 | 1175 | 1374 | 16.00 | 1831 | 2045 | 23.34| 27.19| 30.00 | 33.75 |Sales persh A 50.00
.07 .09 14 19 27 33 43 67 .85 .86 .85 .99 1.16 1.38 155 1.70 1.75 2.05 |“Cash Flow"per sh 2.95
.05 .07 A1 15 22 26 34 43 54 .65 51 .62 .75 .92 1.04 1.08 1.05 1.20 |Earnings per sh AB 1.85
.01 .02 .02 .02 .03 04 .05 .09 .08 .10 13 13 13 14 16 .18 .20 .20 |Div'ds Decl'd per sh © .30
45 51 .62 a7 .96 1.22 142 212 2.61 2.80 2.60 313 387 4.69 5.13 5.45 6.20 7.00 |Book Value per sh 11.35
293.32 | 297.38 | 304.92 | 314.42 | 336.59 | 343.89 | 341.24 | 275.14 | 277.37 | 330.87 | 331.20 | 332.61 | 333.20 | 336.04 | 328.17 | 315.68 | 310.00 | 305.00 |Common Shs Outst'g © | 300.00
11.0 16.4 179 214 19.2 215 216 294 332 325 353 276 20.0 195 19.0 18.5 | Bold figyres are |Avg Ann’| P/E Ratio 185
.82 1.05 1.09 1.26 1.26 144 1.35 1.69 1.73 1.85 2.29 141 1.09 111 1.00 .99 Value|Line Relative P/E Ratio 125
23% | 15%| 9% | % | 8% | T%| % | % | 5% | 5% | 7% | 8% | 9% | 8% | 8%| 9%| =" |AvgAnnIDivd Yield 9%
CAPITAL STRUCTURE as of 5/5/06 21344 | 2627.3 | 3221.0 | 3888.0 | 4550.6 | 5322.9 | 6100.4 | 6872.0 | 7660.9 | 8582.2 | 9300 | 10300 |Sales ($mill) A 15000
Total Debt $342.3 mill. Due in 5 Yrs $258.8 mil 29.8% | 29.7% | 29.8% | 29.9% | 29.9% | 30.7% | 30.5% | 31.6% | 31.7% | 30.9% | 30.7% | 31.0% |Gross Margin 31.5%
otal De .3 mill. Duein5Yrs 8 mill. 0 0 ) 9 0 9 9 " 1 9 0 ) i i 0
LT Debt $333.5 mill. LT Interest $25.5 mill. 10.3% | 10.4% | 10.6% | 10.6% | 9.4% | 9.3% | 9.2% | 9.8% 94% | 87% | 88% | 9.3% |Operating Margin 10.0%
(Total interest coverage: 21.8x) (1796 of Capl) | 2734 | 3169 | 3687 | 4204 | 5000 | 5540 | 6113 | 6100 | 7320 | 7929 | 8720 | 9520 |Number of Stores 12500
1151 | 1446 | 1820 | 2194 | 169.7 | 2075 | 2509 | 311.0 | 3442 | 3502 360 385 [Net Profit ($mill) 565
Leases, Uncapitalized Annual rentals $281.6 mill. | 37.8% | 37.6% | 35.2% | 36.2% | 37.3% | 36.7% | 35.6% | 36.5% | 35.6% | 35.7% | 37.0% | 37.0% |Income Tax Rate 37.0%
No Defined Benefit Pension Plan 54% | 55% | 57% | 56% | 3.7% | 39% | 4.1% | 45% | 45% | 41% | 39% | 3.7% |Net Profit Margin 3.8%
280.1 | 359.0 | 4238 | 6232 | 587.0 | 4225 | 6594 | 9084 | 9052 | 829.1 800 850 |Working Cap'l ($mill) 1120
Common Stock 311,756,653 shares 26| 13| 8| 12| 7208 3395 | 3303 | 2653 | 2585| 2700 | 260 | 260 |Long-Term Debt (§mill) | 450
as of 5/26/06 4855 | 5839 | 7258 | 925.9 | 8618 | 10417 | 1288.1 | 1576.9 | 16845 | 1720.8 | 1925 | 2140 |Shr. Equity ($mill 3400
(Options Exerciseable: 6.0%) 24.0% | 25.0% | 25.1% | 23.7% | 10.8% | 15.9% | 16.4% | 17.7% | 18.4% | 18.2% | 17.0% | 16.5% |Return on Total Cap'l 15.0%
i - 23.7% | 24.8% | 25.1% | 23.7% | 19.7% | 19.9% | 19.5% | 19.7% | 20.4% | 20.4% | 19.0% | 18.0% |Return on Shr. Equity 16.5%
MARKET CAP: $4.1 billion (Large Cap) 20.3% | 20.0% | 213% | 20.0% | 14.8% | 158% | 16.2% | 16.7% | 17.3% | 17.1% | 15.5% | 15.0% |Retained to Com Eq 14.0%
CU%'?\/IIIEL’\I{T POSITION 2004 2005  5/5/06 | 150 | 16% | 15% | 16% | 25% | 20% | 17% | 15% | 15% | 16% | 19% | 17% |AllDiv'ds to Net Prof 16%
Cash Assets 2758  209.5 90.7 | BUSINESS: Dollar General Corporation operates a chain of about 11.5%. Most merchandise is priced between $1 and $35. Has
mt\e/gilt\tl)able(ilFO) 13765 14744 16361 | 8164 self-service discount stores, located in both rural and urban 64,500 employees, 12,112 shareholders. Wellington, owns 7.1%;
Other v 78.6 79.0 82.0 | areas in the South, East, and Midwest. Over 50% of the stores FMR, 5.5%. Officers & Directors, own 1.1% of common (4/06
Current Assets 17309 17629 1808.8 | serve communities with populations of 20,000 or less. Stores, all Proxy). Chairman. & CEO: David A. Perdue. Incorporated: KY. Ad-
Accts Payable 409.3 5084 569.5 | leased, average 6,800 sg. ft. Sales mix: Highly Consumable, dress: 100 Mission Ridge, Goodlettsvile, TN 37072. Telephone:
Debt Due 12.8 8.8 8.8 | 63.0%; Seasonal, 16.5%; Basic Clothing, 9.0%; Home Products, 615-855-5525. Internet: www.dollargeneral.com.
Other 4036 4166 _401.2 _ - - —
Current Liab. 825.7 9338 9795| We've knocked a dime off Dollar Gen- brands, particularly in food, along with its

own better-margin private-label brands.
Dollar’s apparel mix is slated to become
more basic by including more everyday
items with less fashion. This strategy will
reduce markdown risk. But the move could
backfire since we think low-income cus-
tomers would prefer affordable-priced
fashionable items.

A store manager training program
benefits the company in two ways. The
first is that fewer managers who go
through this program quit. Second, better-
trained managers have a stronger record
in controlling shrinkage. Shrink is one of
the measurements used in calculating the
managers’ quarterly incentive plan.
Despite recent disappointments, un-
timely Dollar shares offer healthy ap-
preciation potential to 2009-2011.
Near-term earnings visibility remains
limited. Yet, there are several early stage
initiatives that, if successful, could lead to
significant profit potential over time. Note
that the appreciation potential remains
lofty even after we cut Dollar’s projected
P/E multiple from 20.0 to 18.5.

Jerome H. Kaplan August 11, 2006

(A) Fiscal year ends on Friday nearest to Jan.

31st of the following calendar year.

(B) Fully dil. earnings. Next egs. report due

Aug. 31st. Restated egs. for '98, '99, &

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

'00.

Original pro-forma egs. were 54¢, 65¢, & 62¢,
respectively. Excl. litigation exp. of 30¢ in ‘00,
and non-recurring loss '03, ($0.03). Earnings

April, July, and October.

do not sum due to change in share count.

(C) Dividends historically paid in mid-January,

(D) In mill., adjusted for stock splits.

Company’s Financial Strength B+
Stock’s Price Stability 55
Price Growth Persistence 60
Earnings Predictability 85

To subscribe call 1-800-833-0046.
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RECENT Trailing: 8.8 RELATIVE 0 3 DIVD
DOW CHEMICAL nyscoon |5 37.63[F 7.5(i &)[ERE 0.43F5 4.1%
. High:| 26.0| 30.8| 342 338| 46.0| 472 39.7| 37.0| 420| 513| 56.8| 45.2 i
TIMELINESS 3 asea 2604 Low | 205 22.8‘ 255| 249| 285| 230| 251| 237| 248| 36.3| 402 37.0 Tzzgggt 2828 R;Sff
SAFETY 3 Lowered 125102 LEGENDS

—— 9.0x"Cash Flow" p sh 160
TECHNICAL 2. Reised 7121106 - - - Relative Price Strength

3f0rlspllt 6/00 120
BETA 1.15 (1.00 = Market) Oltqlogsd Yes dicat 100

5009-11 PROJECTIONS aded area indicates recession [—————— [ [ | | T 1 | | looioli_. 80
Ann’l Total R
Price  Gain Return 3-for-4 ¥ D B B LT T TTT TY LT 60
High 85 (+125%) 25% 1 RN 50
Low 55 (+45%) 13% L THIRE ] 1 el LTI 40
Insider Decisions P L "'“'||=I’ 1L |!\||4| I!|ﬂ|ﬂ .I|I|iI "41?"") 30
ASONDIJIFMAPF Wit o Pl " | arene et |
ey 10000010 0wl JIR St N S POl LY ¥ 20
Options 4 0 0 001000 o et eemaerte L™, 15
to Sell 200002000 A o * o) % TOT. RETURN 6/06 |
Institutional Decisions e THIS  VLARITH.
302005 4Q05 Q2006 | percent 12 STOCK  INDEX |
358 373 303 ) \ ) ) . Ay lyr. 9.3 118 |
LS 1B T Y O TP PN W1 | 11131111111 T PP P P T (S BT TLATRTA T A1 sy %91 639 [
HIUs(000) 611010 615574 594831 (. IIIIIIIIIII g IIIIIIII A Sy 412 597
1990|1991 1992 | 1993 | 1994 | 1995 | 1996 1998 | 1999 [ 2000 [ 2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
2441 | 2316| 2320| 2193 | 2407 | 26.83| 271.72 29.59 2789 | 2826 | 3396 | 30.73 | 30.25 | 35.18 | 42.15| 47.88 | 5155 | 53.50 |Sales per sh 58.80
333 2.99 2.51 2.56 313 4.86 4.42 457 418 424 4.36 2.49 2.33 343 4.92 6.58 7.25 7.30 |“Cash Flow" per sh 7.00
1.70 119 .70 67 1.30 2.76 2.57 2.60 2.04 2.07 2.22 .52 33 1.38 2.72 438 5.00 4.95 |Earnings per sh AE 450
87 87 87 87 87 93 1.00 112 1.16 1.16 1.16 1.30 1.34 1.34 134 134 150 1.60 |Div'ds Decl'd per sh B= 1.80
2.62 2.37 197 1.72 142 1.88 1.86 177 2.34 2.11 199 1.75 1.78 1.19 140 1.65 2.10 1.60 |Cap’l Spending per sh 2.20
10.78 | 11.46 9.71 9.61 9.74 | 1005| 10.86 | 1116 | 11.12 | 1233 | 1356 | 11.04 8.36 9.89 | 1288 | 15.84 | 19.25| 22.10 |Book Value per sh © 30.70
809.97 | 812.12 | 817.77 | 823.46 | 831.37 | 752.87 | 723.42 | 676.40 | 661.13 | 669.85 | 677.50 | 904.84 | 912.66 | 927.45 | 952.93 | 967.16 | 955.00 | 935.00 |Common Shs Outst'g D | 910.00
108 14.6 211 279 17.2 8.6 104 11.3 15.1 184 150 | NMF | NMF 237 15.6 10.7 | Bold figyres are |Avg Ann’l P/E Ratio 155
.80 93 1.64 1.65 113 58 65 65 .79 1.05 98 | NMF | NMF 1.35 82 .57 ValuejLine Relative P/E Ratio 1.05
47% | 50%| 46%| 46%| 39% | 39% | 37% | 3.8% | 3.8% | 3.0% | 35% | 3.8% | 44% | 41% | 32% | 2.9% | °U'S|Ayg Ann'l Divid Yield 2.6%
CAPITAL STRUCTURE as of 3/31/06 ] 20053 | 20018 | 18441 | 18929 | 23008 | 27805 | 27609 | 32632 | 40161 | 46307 | 49250 | 50000 |Sales ($mill) F 53500
Total Debt $10643 mill. Due in 5 Yrs $6261 mill. | 21.9% | 195% | 18.8% | 18.8% | 15.6% | 104% | 10.7% | 12.0% | 13.6% | 16.6% | 18.5% | 18.5% |Operating Margin 16.0%
h]TdD;%ﬁ?iﬁgga'Si't'gnze dga'sne‘gfes‘ $525.0mill. 7199807 1287.0 | 1393.0 | 1447.0 | 1440.0 | 1815.0 | 1825.0 | 1903.0 | 2088.0 | 2079.0 | 2000 | 2050 | Depreciation ($mil) 2125
(LT interest eamed: 11.3x. total interest 1907.0 | 1808.0 | 13740 | 1396.0 | 15130 | 4380 | 299.0 | 1278.0 | 2597.0 | 42806 | 4825 | 4675 |Net Profit ($mill) 4140
coverage: 10.2x) (36% of Cap'l) | 36.1% | 35.3% | 39.5% | 35.3% | 34.3% | 46.2% | 20.8% | 21.6% | 25.8% | 27.3% | 26.0% | 28.0% |Income Tax Rate 30.0%
Leases, Uncapitalized Annual rentals $236.0 mill. 95% | 9.0% | 75% | 74% | 6.6% | 16% | 1.1% | 3.9% | 65% | 92% | 9.8% | 9.4% |Net Profit Margin 17.7%
Pension Assets-12/05 $13.3 bill. Oblig. $15.6 bill. | 38260 | 1300.0 | 1198.0 | 2552.0 | 1387.0 | 2183.0 | 2825.0 | 3468.0 | 5384.0 | 6741.0 | 8025 | 9325 |Working Cap'l ($mill) 11750
Efodmsr;?nksthzﬁ 961711 055 shs 4196.0 | 4196.0 | 4051.0 | 5022.0 | 4865.0 | 9266.0 | 11659 | 11763 | 11629 | 9186.0 | 8500 | 8000 |Long-Term Debt ($mill) | 5500
a5 of 3/31/06 e ' 7988.0 | 7675.0 | 7472.0 | 8373.0 | 9186.0 | 9993.0 | 7626.0 | 9175.0 | 12270 | 15324 | 18370 | 20685 | Shr. Equity ($mill) 21955
17.4% | 16.7% | 13.5% | 11.6% | 12.0% | 3.9% | 3.3% | 7.9% | 12.3% | 18.7% | 19.0% | 17.0% |Return on Total Cap'l 13.0%
MARKET CAP: $36.2 billion (Large Cap) 23.9% | 23.6% | 18.4% | 16.7% | 165% | 4.4% | 3.9% | 13.9% | 21.2% | 27.9% | 26.5% | 22.5% |Return on Shr. Equity 15.0%
CURRENT POSITION 2004 2005 3/31/06 | 14.7% | 13.9% | 8.0% | 7.6% | 7.9% | NMF | NMF 5% | 11.0% | 19.5% | 18.5% | 15.5% [Retained to Com Eq 9.0%
SMILL. 0 0 0 0 0 0 0 0 0 0 iV o
Cas(h'Ass)ets 3192 3838 3424 39% | 42% 57% | 55% 52% | NMF | NMF 96% 48% 30% | 30% 33% |All Div'ds to Net Prof 41%
Receivables 4753 5124 5104 | BUSINESS: Dow Chemical Co. manufactures basic chemicals and 2001. Sold Marion Merrell Dow in '95. R&D, 2.3% of 2005 sales;
Inventory (LIFO) 4957 5319 5982 | ,agics like ethylene, propylene, benzene, styrene, acetone, exports, 62%. 2005 deprec. rate: 5.0%. Employs 42,413: has about
Other 2988 3123 2751
chlorine/caustic soda, ethylene oxide/glycol, vinyl chloride, 105,560 stockholders. Capital Research & Management owns 7.2%
Current Assets 15890 17404 17261 ) h - . i
Accts Payable 5805 5760 4993 propylene_ oxide/glycol, polyethylene, and polystyrene. Spec_lalty of common (3/06 Proxy). Chairman, President & CEO: Andrew
Debt Due 965 1520 1463 | Products include surfactants, polyurethanes, polycarbonates, films,  Liveris. Incorporated: Delaware. Address: 2030 Dow Center, Mid-
Other 3646 3383 3459 | solvents, latexes, and epoxies. Merged with Union Carbide in Feb. land, MI 48674. Telephone: 989-636-1463. Internet: www.dow.com.
Current Liab. 10506 10663 9915 'gzles at Dow Chemical exceeded $12 and Elastomers business continues to be
ANNUAL RATES  Past ~ Past Est'd'03-05| billion in the first quarter, the highest fueled by growth in global demand. In-
ochange (persh)  10¥rs, st 0 AL quarterly top line figure ever recorded by creasing sales at Dow Automotive should
“Cash Flow” 35% 30% 60% | the company. Share earnings of $1.24 were also benefit growth.
Earnings 6.0% 6.0% 80% | also strong during the quarter, the second Dow Chemical recently agreed to ac-
Dividends 40%  30%  50% | highest in Dow's history. Despite this, quire Omex Environmental Engineer-
ook Value 30% 1.0% 15.5% -

i share net was roughly 7% below that ing (OEE), a water treatment tech-
cal- QUARTERLY SALES ($mill. Full | achieved in the prior year’s period, due to nologies business based in China. This
endar |Mar31 Jun30 Sep.30 Dec3l| Year | higher feedstock and energy costs and deal will allow Dow to expand its water
2003 | 8081 8242 7977 8332 |32632 | planned downtime at the company’s purification portfolio and fuel its growth in
2004 | 9309 9844 10072 10936 |40161 | facilities. For full-year 2006, strength in the water business.

2005 |11679 11450 11261 11917 146307 | global demand is likely to afford Dow pric- This stock is ranked 3 (Average) for
%ggg 5%8 gégg gggg gggg ggggg ing power. Impressive results in the Per- year-ahead price performance. Al-
formance Plastics segment (discussed be- though we project declining earnings from
cal- EARNINGS PER SHARE A Full | low) should also provide support. Conse- 2006 to late decade, Dow Chemical shares
endar |Mar3l Jun30 Sep30 Dec3l| Year | quently, sales and earnings per share have above-average appreciation potential
2003 | 09 43 36 50 | 138| should advance by about 6% and 14%, over this timespan. With a dividend yield
2004 | 50 72 65 8 | 272| respectively. From 2007 to late decade, we of 4.1%, the shares may also interest
%882 igj ﬁg 186 igé égg anticipate continued growth in sales but a income-oriented investors.
5007 | 130 145 95 125 | 495 gradual decline in share net. We expect a Michael F. Napoli July 21, 2006
- - . - - downturn in the chemical cycle, resulting Restated Sales (and Operating Margins) by Business Line
ca- MQUSAFTERLYE?O'VEENDS'SOPA'S 5'31 Full |'in excess capacity. Increases in costs 20 P 206 2007
endar i Mar. un. £D. EC. €& | should outpace sales gains. Chemicals 554(290%)  5600(20.0%)  6300(225%)  6400(215%)
2002 33% 33 3% 33| 134| We expect continued strength in the  Peromance Chem. 6667(9.0%) T73(157%)  8100(19.0%)  8500(18.0%)
) ) ) ) ) : P Plastics 19534(14.2%)  23203(2L0%)  24850(23.0%)  25050(22.5%)
%882 ggg ggg ggg ggg %32 Performance Plastics segment in the Agriculture 3368(17.4%) 3364(16,102) US0(180%)  3600(17.0%)
: : . . : current year. First-quarter sales  pyarocarbons 4876(NMF) 6061(NMF) 6200(NMF) 6300(NMF)
2005 335335 3% 3B 134 jpcreased by 17% over the prior year's pe- Diers &Unaloc. 262(NVIF) 366(NMF) 350(NMF) 150(NMF)
2006 3% 315 riod. Strength in the Specialty Plastics companyToal A0161(111%)  46307(150%)  49250(185%)  50000(185%)
(A) Based on weighted avg. shares outstand- | '04 21¢; '05, 24¢. Next egs. report due late $3.6 billion, $3.73/share. (D) In mill., adj. for Company’s Financial Strength B++
ing through 1997; then dil. Excl. nonrecur. July. (B) Divd's historically paid in late-Jan., stock split. (E) 2001 rev. and EPS figures are Stock’s Price Stability 65
gains (losses):'92, ($4.31); '93, 31¢; '94, (54¢); | April, July, and Oct. =Div'd reinvestment plan | restated to include Union Carbide. Price Growth Persistence 75
'95, ($1.24); 98, (52¢); '02. (60¢); '03,(49¢); available. (C) Includes intangibles. At 3/31/06: Earnings Predictability 40
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RECENT PIE Trailing: 3.6 }| RELATIVE DIVD
DOWJONES & CO.nvseor 5" 35,5800 30.9 G 50) i 18205 2.8% [ Nieal
TMELNESS 3 raessans | FON) 04| 38| [3 N8 6| 48| 1) 28| [ %E 48 B Target Price Range
SAFETY 3 Loweedsios | LEGENDS, o oo
TECHNICAL 3 Raised 71405 |- Reltve Pice Strengh 160
BETA 1.10 (1.00 = Market) haded area indicates recession %(2)8
2009-11 PROJECTIONS ([ (| o | | ¢y b ey 80
Price  Gain Ang’éta?rt]al il L 60
g 90 (izs 2700 e T e — .
Low 60 (+70%) 16% | et e i e wl '“1 e 40
Insider Decisions pagl! (T SAS) RPN PR L \,_L//\AJ.'- -y 30
SONDJFMAM
By 00000O0O0O0O 20
Options 0 0 0000 0OO0O N
tosel 044035011 e %TOT. RETURN 706 | -
Institutional Decisions i THIS  VLARITH.
00005 4Q2005 102006 | percent 21 STOCK  INDEX
bl 1% 100 1oy |Shares 14 — FOT T P N ATETE TN 3w a0 w28 [
HIUS(000) 50663 60196 61143 FPPPPSOCTR 11 7L TP L L P Syr. 308  59.2
1990|1991 | 1992 | 1993 | 1994 | 1995 6 [ 1997 [1998E [ 1999 | 2000 (2001 [2002 |2003 [2004 | 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
17.06 | 17.06| 18.07| 19.36 | 21.64 | 2348| 26.00 | 2661 | 2347 | 2229 | 2537 | 2095 | 19.03 | 1895 | 20.37 | 21.29 | 22.75| 24.70 |Sales per sh 34.60
2.96 2.57 3.04 337 4.00 4.05 418 3.86 3.56 3.63 459 2.51 2.10 2.26 2.49 2.29 2.35 2.70 |“Cash Flow" per sh 450
1.06 71 1.25 1.48 1.83 1.95 1.87 1.27 1.92 244 3.32 1.24 74 .96 121 .98 1.15 1.40 |Earnings per sh A 3.00
.76 .76 .76 .80 84 92 .96 .96 .96 .96 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 |Div'ds Decl'd per sh Ba 1.10
122 1.05 1.25 1.60 230 2.25 243 3.60 2.46 2.12 2.15 152 .95 .68 93 .79 .90 1.00 |Cap’l Spending per sh 1.05
1424 | 1420 | 1441| 1496 | 1533 | 1647 17.22 8.08 5.54 6.16 1.83 49 37 1.59 1.83 1.95 2.65 3.05 |Book Value per sh © 6.25
100.83 | 101.12 | 100.60 | 99.78 | 96.62 | 97.25| 9545 | 96.67 | 91.97 | 89.82 | 86.83 | 84.63 | 81.92 | 81.71 | 82.04 | 8311 | 8350 | 82.00 |[Common Shs Outst'g © | 78.00
234 36.4 245 214 18.6 184 20.2 342 26.3 218 19.4 438 | NMF 454 374 37.9 | Bold figyres are |Avg Ann’l P/E Ratio 25.0
174 2.32 1.49 1.26 1.22 1.23 1.27 1.97 1.37 124 1.26 2.24 | NMF 259 1.98 2.03 ValuejLine Relative P/E Ratio 1.70
34% | 2.9%| 25%| 25% | 25% | 26% | 25% | 22% | 19% | 18% | 16% | 18% | 21% | 23% | 22% | 27%| ="' |Avg Ann'l Divd Yield 1.7%
CAPITAL STRUCTURE as of 6/30/06 24816 | 2572.5 | 2158.1 | 2001.8 | 2202.6 | 1773.1 | 1559.2 | 15485 | 1671.5 | 1769.7 | 1900 [ 2025 |Sales ($mill) 2700
Total Debt $674.4 mill. Duein 5 Yrs $525.0 mill. | 2249 | 19.8% | 20.3% | 24.8% | 27.5% | 16.3% | 13.4% | 14.9% | 16.0% | 13.6% | 14.0% | 15.0% |Operating Margin 18.5%
LT Debt $224.9 mill. LT Interest §5309 mf'"é o | 278 2507 | 1424 1087 1079 | 1057 | 1097 | 1060 | 1049 | 1083 100| 105 Depreciation (Smill 115
(53%0fCap) | 1815 | 1224 | 1850 | 2203 | 2008 | 1068 | 619 | 784 | 995| 818| 950| 115 |Net Profit (smil) 235
Leases, Uncapitalized Annual rentals $49.1 mill. 44.9% | 42.7% | 32.4% | 39.7% | 40.5% | 40.8% | 43.4% | 42.3% | 37.5% | 39.0% | 39.0% | 39.0% |Income Tax Rate 39.0%
Pension Assets-12/05 $157.7 mill. 7.3% | 48% | 86% | 11.1% | 13.2% | 6.0% | 4.0% | 51% 6.0% | 46% | 51% | 57% |NetProfit Margin 8.7%
Oblig. $208.1 mill. " ¢1975 | d165.8 | d1575 | d122.5 | d219.0 | d355.9 | d371.9 | d367.6 | d462.6 | d734.3 | d700 | d625 [Working Cap'l ($mill) d200
Efodmsr:]%%ksl\:grc]i 83312.864 shs 3323 | 2288 | 1499 | 1499 | 1509 | 1740 | 929 | 1531 | 1358 | 2249 | 225| 200 |Long-Term Debt ($mill) 175
(comprised of about 63.1 mill. Class A shs, one | 16440 | 780.8 | 509.3 | 5535 | 1588 | 418 | 306 | 1207 | 1505 | 1623| 220| 250 |Shr.Equity ($mill 500
vote per sh. and about 20.2 mill. Class B shs., ten 9.6% | 12.8% | 28.4% | 31.9% | 94.1% | 49.6% | 50.9% | 28.1% | 35.4% | 23.6% | 25.0% | 28.0% |Return on Total Cap'l 37.0%
votes per sh.) 11.0% | 15.7% | 36.3% | 40.2% |183.2% [255.8% [202.5% | 60.5% | 66.1% | 50.4% | 44.0% | 47.0% |Return on Shr. Equity 48.0%
MARKET CAP: $3.0 billion (Mid Cap) 54% | 39% | 18.3% | 24.4% (127.7% | 50.4% | NMF | NMF | 11.8% | NMF | 6.0% | 12.0% |Retained to Com Eq 31.0%
CUR$|$W||5LI\ET POSITION 2004 2005 6/30/06 | 51% | 75% | 50% | 39% | 30% | 80% | NMF | 104% | 82% | 101% | 87% | 75% |All Div'ds to Net Prof 3%
Cash Assets 17.2 10.6 20.4 | BUSINESS: Dow Jones & Co., Inc. is a provider of global business data retrieval services. Sold American Demographics, '97; Dow
Receivables 1685 2051  206.4 | and financial news and information. Publishes The Wall Street Jour-  Jones Markets Inc., '98. Acqd. MarketWatch, '05. Has about 7,500
Ion%eenrtory (LIFO) 53@ Sgg 62% nal (daily circ.: 1.7 mill.) and its intl. and interactive editions (com- employees. Off. & Dir. control about 50% of voting rights thr. Class
Current Assets 253:9 284:2 299:4 bined avg. circ.:937,000), Barron's and SmartMoney magazines. B common sh. (10 votes per sh.), (3/06 proxy). Chrmn: Peter R.
Accts Payable 68.2 701 5p.g | Ottaway Newspapers, its community newspapers subsidiary, pub-  Kann. CEO: Richard F. Zannino. Inc.: DE. Address: 200 Liberty St.,
Debt Dué 10.0 2475 4495 | lishes 15 general interest dailies. Provides newswire and computer ~ New York, NY 10281. Tel.: 212-416-2000. Internet: www.dj.com.
85;;2“‘ Liab. ?ig'g lggg:g ;’;g:g Dow Jones remains on track to show about $0.33 a share in expense reductions
—— 10%-15% earnings growth for 2006. next year. Our estimate calls for a
AfN;\‘UA'- RAEES 1535‘ 5P¢St ES: d'og'31_105 Through the first half, the bottom line was 20%-25% increase in earnings.
o cange (persh)  1ovrs, - sYis 08I | up 18%, on a revenue increase of 8%. Re- The company should reap increasing
“Cash Flow” -45% -10.0%  9.5% sults continue to be driven by improving benefits from the Weekend Edition of
Eiﬁ\llfi'&ings ?ggﬁ’ -1g-gg§) 11-237 business at the U.S. edition of The Wall The Journal in the years ahead. Intro-
BoakValue 195% -170% 230% | Street Journal, Dow Jones Online, and duced in September of last year, the Sat-
- Dow Jones Newswires, as well as expense urday issue is attracting a growing num-
cal- QUARTERLY SALES (§ mill ) Full | reductions (see below). In light of this per- ber of advertisers, most of which are new
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | formance, our share-net estimate for the to the publication. More importantly, the
2003 |3582 3936 3760 4207 115485 | year has been increased by a nickel, to edition has been particularly successful in
%ggg Z‘%? Z‘gzg ig‘;g iggg %%g? $1.15. its goal of diversifying the company’s reve-
2006 | 4522 4812 455 5116 |1900 Restructuring gains should provide a nues away from financial and technology
2007 1480 500 490 535 |ogp5 | P19 boost to profitability next year. advertising by doing more business in the
" Structural reorganizations conducted in consumer sector. It's also helping to gener-
Cal- EARNINGS PER SHARE Full | February are on target to trim $15 million ate incremental advertising dollars for the
endar |Mar.31 Jun.30 Sep.30 Dec31] Year | jn"annyal costs. Meanwhile, the company weekday issues of the paper. Although
2003 | 1227 14 431 96 expects the recent outsourcing of various Weekend Edition will be about $0.15 a
%88‘; ﬁ ‘31}1 5 ﬁ lgé back office positions to yield an additional share dilutive in 2006, it will likely reach
2006 14 39 15 47| 115 $15 million a year in savings starting in breakeven next year.
2007 P 16 50 53 | 10| 2007. Next year will also see the introduc- These shares have largely performed
UARTERLY DIVIDENDS PAID & tion of the redesigned and reformatted in line with the broader averages over
Cg" Q . 5”” version of the Journal’s print edition. The the past three months, and we expect
endar | Mar.31 Jun.30 Sep.30 Dec3l| Year| n5prro\er size, scheduled to launch in Jan- this trend to continue. However, the long-
2002 |25 25 %25 100 | yary, is targeted to save about $18 million term growth prospects remain in place to
2003 | .25 25 25 25 1001 5 year in newsprint and other production support solid price appreciation potential
%ggg %g %g %g %g %88 costs. Combined with various other initia- out to 2009-2011.
2006 | 25 5 ’ : Y| tives, the company is looking to realize Mario Ferro August 18, 2006

(A) Primary egs through '96, diluted thereafter.

Excludes

nonrecurring gains (losses): '92,

(19¢); 94, (3¢); 95, 1¢: 96, 9¢; '97, ($9.63);
98, ($1.83); 99, 55¢; 00, ($4.67); 01, (10¢);

'02, $1.66; '03, $1.12; '05, (25¢); 'Q1 '06, 55¢;
Q2, (5¢). Next earnings report due mid-
October.

(B) Dividends historically paid in early March,
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

(D) In mill. (E) pro forma.

June, September, and December. = Dividend
reinvestment plan available.
(C) Incl. intang. In '05: $777.2 mill., $9.35/sh.

Company’s Financial Strength B++
Stock’s Price Stability 75
Price Growth Persistence 30
Earnings Predictability 50

To subscribe call 1-800-833-0046.
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LIABILITIES($Mill.)
Deposits

9658.0 11752.2

12198.9

Funds Borrowed 4559.6 3557.5 3825.8
Long-Term Debt 1979 198.1 198.1
Net Worth 1007.7 1208.2 1249.4
Other 225.6 3783 330.6
Total 15648.8 17094.3 17802.8
Loan Loss Restrv. 34.7 35.9 44.5

RECENT 70 41 PIE 10 4 Trailing: 9.3'}|RELATIVE 0 60 DIVD 0 60/
NYSE-DSL PRICE . RATIO & \Median: 120/ |PIERATIO U, YLD 070
High:| 14.7] 183] 27.7] 353] 26.3] 61.9] 60.1| 56.4| 503 | 60.0] 808 77.3 -
TMELNESS 4 wwesaros | B0V 1471 133 g0 B3 97| %2 6| 04| 34| B9 B3 &7 Tzzgggt 2828 R;Sff
SAFETY 3 Newdi2si3 LEGENDS
—— 11.5 x Eamings p sh 160
TECHNICAL 3 Lowered 7706 | ;- Relative Pice Strengtn
3-for-2 split 12/96 120
BETA 1.00 (1.00 = Market) Options:Yes ~—~  — | | | | | T 1 | [FrrrrAT===- 100
2009-11 PROJECTIONS haded area indicates recession |- 80
i ~ Ann'l Total Moo | [T
Price  Gain  Return | I LT 28
High 115 (+65%) 14% £t i
lon 75 ((+5°/3 3% /lrrl "i_l*”‘lhl\ltmﬂ— 40
Insider Decisions NI II!I I 30
ASONDIJIFMA ik bt | e e
By 000000000 " u.".%l"rﬂmn, .I| Gl P Sy S 20
Opions 0 00000000 e 8 ' § 15
oSl 0 00100000k T XTI - ] % TOT. RETURN 6/06 |
Institutional Decisions AR | I THIS  VLARITH.
302005  4Q2005  1Q2006 STOCK INDEX
o Buy 93 77 84 Eﬁ;ﬁssm }2 lyr. 67 118 [
to Sell 68 86 67 | traded 6 IENINR LI N m T | 3yr. 678 63.9 [
HUS(000) 16047 17420 16784 PO e PO TP R TPRTCIL| T P PO R Sy 490 597
1990|1991 | 1992 | 1993 | 1994 | 1995 1997 1998 [ 1999 | 2000 [2001 [2002 |2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
9476 | 94.69| 97.79| 10343 | 149.21 | 148.08 | 168.05 | 189.77 | 189.86 | 305.88 | 348.61 | 341.45 | 369.69 |358.30 | 480.71 | 55151 | 600.00 | 660.00 |Mortgage Loans per sh | 780.00
119.78 | 119.54 | 110.74 | 109.33 | 126.74 | 135.03 | 14867 | 173.35 | 179.15 | 233.15 | 286.56 | 30552 | 330.78 | 293.74 | 346.74 | 426.40 | 465.00 | 505.00 |Savings Deposits per sh | 560.00
150 89| 149 101| 84| 75| 73| 161| 205| 226| 351 | 425| 399 | 364 | 38 | 780| 680| 750 Earnings persh A 8.20
16| 18| 48| 20| 28| 28] 29| 30| 32| 35| 36| 36| 36| .36 40| 40| 50| .60 |Divds Decl'd persh B 80
915| 986| 1117 1252| 1305| 1368| 1395| 1532 | 17.08 | 1891 | 2215 | 2601 | 2947 | 3248 | 36.18 | 4338 | 47.85 | 50.00 |Book Value per sh 57,85
2806 | 2807 2807| 2807 | 2807 2807| 2807 | 2809 | 2813 | 2815 | 28.21 | 2821 | 27.93 | 2824 | 27.85| 27.85| 28.00 | 28.00 |Common Shs Outstg C | 28.00
58] 97| 55| 110| 128 145| 195| 135| 139| 94| 90| 105 1L0| 120 | 138| 84| Bold figjres are |Avg Ann'l PJE Ratio 115
43| 62| 33| 65| 84| 97| 122| 78| 72| 54| 59| 54| 60| .68 73| 45| Valelline |Relative PJE Ratio 75
19% | 21%| 23% | 18% | 26% | 26%| 20% | 14% | 11% | 17% | 1.1% | 8% | 8% | 8% | 8% | 6% | =" |AvgAnnIDivd Yield 8%
CAPITAL STRUCTURE as of 3/31/06 3716 | 4556 | 4878 | 5930 | 8349 | 8769 | 699.7 | 6134 | 650.1 | 1032.8 | 1240 | 1360 |Gross Income ($mill) 1680
FHLB Advances $3825.8 mill. _ (70% of Capl) | 57.0 | 584% | 545% | 55.0% | 625% | 57.3% | 45.4% | 38.1% | 37.9% | 41.3% | 42.0% | 42.0% |Int Cost to Gross Inc 42.0%
Other LT Debt $198.1 mill. (5% Cap') 207| 452 580 | 638 | 993 | 1202 | 1123 | 1007 | 1077 | 2174 | 190 | 210 |Net Profit ($mill 230
No Defined Pension Benefit Plan 43.2% | 431% | 427% | 423% | 42.4% | 423% | 42.3% | 42.3% | 39.1% | 41.3% | 42.0% | 42.0% |Income Tax Rate 42.0%
5.6% | 9.9% | 11.9% | 10.8% | 11.9% | 13.7% | 16.0% | 16.6% | 16.3% | 21.1% | 15.5% | 15.5% |Net Profit Margin 14.0%
Pfd Stock None 5198.2 | 5835.8 | 6270.4 [ 94075 | 10804 | 11105 | 11078 | 11646 | 15649 | 17094 | 18800 | 20400 |Total Assets ($mill) 25000
386.9 | 3525 | 6950 | 2122.4 | 19784 | 1522.7 | 1624.1 | 21252 | 4559.6 | 3557.5 | 4000 | 3500 [FHLB Advances ($mill) | 3000
3016 | 4304 | 480.6 | 5324 | 6246 | 733.9 | 823.1 | 917.0 | 1007.7 | 12082 | 1340 | 1400 |Shr. Equity ($mill) 1620
Common Stock 27,853,783 shs. 1 | .| - | - - - - -] NMF| NMF |New Loan Volume Smil)| NMF
MARKET CAP: $2.0 billion (Mid Cap) - - - - - - - - - --| NMF | NMF |Problem Assets to Lns NMF
ASSETS($Mill.) 2004 2005 3/31/06 7.5% 7.4% 7.7% 5.7% 5.7% 6.6% 6.9% 7.9% 6.4% 7.1% 7.0% 7.0% |Shr. Eqg. to Total Assets 6.5%
Loans 13424.0 15361.7 15867.8 | 23.3% | 21.9% | 23.8% | 24.3% | 16.3% | 185% | 26.7% | 33.9% | 34.1% | 22.6% | 24.0% | 22.0% |GRA Expto Grossinc | 22.0%
gggﬂﬁﬁse‘;'d 1970 6263 7304 | 0% | 78% | 92% | 68% | 91% | 1.08% | .94% | 87% | .69% | 1.27% | 100% | 1.00% |Return on Total Assets | 0.90%
Other Earning 11185 4586 5615 | 5.3% | 10.5% | 12.1% | 12.0% | 159% | 16.4% | 13.6% | 11.1% | 10.7% | 18.0% | 14.0% | 15.0% |Return on Shr.Equity | 14.0%
Other 609.3 647.7 643.1

BUSINESS: Downey Financial Corp is a holding company for
Downey Savings and Loan Association. Downey Savings primarily
originates or purchases residential mortgages. It also provides con-
struction, commercial, automobile, and consumer loans. Downey
Savings has over 170 branches in California and Arizona. Downey
also offers online banking and home loans nationwide via the Inter-

net. Loans at 3/31/06: 1-4 family mortgages, 94%; other, 6%. Has
about 2,500 employees. Chairman: Maurice L. McAlister. CEO &
president: Daniel D. Rosenthal. McAlister owns 20.2% of comm.
shares; other off. and dir., 4.5% (3/06 proxy). Inc.: DE. Addr.: 3501
Jamboree Road, North Tower, Newport Beach, CA 92660. Tel.:
949-854-0300. Web: www.downeysavings.com.

ANNUAL RATES  Past

Past Est'd '03-'05

of change (per sh) 10 Yrs. 5Yrs. t0'09-'11
Mortgage Lns 13.0% 10.5% 14.0%
Savings Dep 11.0% 9.0% 8.0%
Earnings 19.5% 14.5% 8.0%
Dividends 45%  25% 13.0%
Book Value 11.0% 14.0% 6.5%
Cal- SAVINGS DEPOSITS ($ mill.) Full

endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2003 | 8998 8895 8608 8293

2004 | 8817 8948 9551 9658

2005 (10309 11042 11752 11876

2006 12199 12500 12700 13000

2007 [13200 13500 13800 14200

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| VYear
2003 | 1.08 66 1.05 85 | 364
2004 .32 .99 88 167 | 3.86
2005 | 186 229 214 150 | 7.80
2006 | 161 178 175 166 | 6.80
2007 | 180 190 190 1.90 | 7.50
Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 | .09 .09 09 .09 .36
2003 | .09 .09 09 .09 .36
2004 | .10 10 10 .10 40
2005 | .10 10 10 .10 40
2006 | .10 10

Downey Financial's March-quarter
earnings declined 13% year over year.
A significant portion of the shortfall was
due to a decrease in gains on sales of loans
and mortgage-backed securities caused by
a lower volume of loans sold and a smaller
gain per dollar on loans sold. Furthermore,
the company sharply raised its provisions
for credit losses because of signs of slowing
sales and a flattening in home values in
certain areas of the California residential
real estate market. Greater selling and ad-
ministrative costs also hurt the bottom
line. On a bright note, the net interest
margin climbed 10% because of a higher
level of average interest-earning assets
and a wider interest-rate spread.

We do not expect 2006’'s share earn-
ings to beat last year’s record high. A
stronger asset base will likely benefit
Downey’s net interest margin over the
coming months. Nonetheless, the yield on
the 10-year Treasury note is currently be-
low the fed funds rate, causing a contrac-
tion in the spread between the rate at
which the bank borrows and the rate at
which it prices mortgages. Additionally,
since Downey has a sizable amount of

option-adjusted rate mortgages, the rising
interest rate environment may lead to
greater credit risk. We believe that a high-
er level of loan loss provisions will be
needed to cushion against the threat of
higher delinquencies, thus trimming earn-
ings. All told, we project a 13% decrease in
the company’s bottom line this year.
Earnings should rebound in 2007. By
then, the effects of the recent interest-rate
hikes should be more favorable as the
yield on interest-earning assets increases
and the spread between long- and short-
term rates widens. Any downturn in the
economy, though, will add a greater level
of risk to earnings growth, as it may well
lead to lower loan demand and greater de-
faults and delinquencies.

This stock is not a favorable selection
for the year ahead or the pull to
2009-2011. The share price has not yet
fully recovered from the dip it took late
last year, and we do not foresee strong
price appreciation over the next year.
What's more, Downey’s dividend vyield, in
comparison to the majority of its peers, is
below average.

Randy Shrikishun July 21, 2006

(A) Diluted earnings. Next earnings report due

in late July.

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

(B) Dividends historically paid in late February,

(C) In millions, adjusted for

May, August, November.

split. Company’s Financial Strength B++
Stock’s Price Stability 70
Price Growth Persistence 95
Earnings Predictability 55

To subscribe call 1-800-833-0046.
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ANNUAL RATES Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Revenues 20.5%  26.0% 8.0%
“Cash Flow” 17.0% 18.0% 8.5%
Earnings 20.0% 17.0% 12.5%
Dividends -- - - Nil
Book Value 55% -6.5% 6.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 |619.8 617.0 569.7 609.8 (2416.3
2004 |609.5 5933 5995 6263 (2428.6
2005 |628.3 670.3 6008 6157 (2515.1
2006 |576.0 5705 575 588.5 (2310
2007 | 583 595 605 617 [2400
Cal- EARNINGS PER SHARE A E Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 43 A4 A4 .59 1.88
2004 58 57 61 74 2.50
2005 .60 .65 .69 .78 2.70
2006 .69 .70 75 .86 3.00
2007 a7 19 .86 93 3.35
Cal- QUARTERLY DIVIDENDS PAID & Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002

2003 NO CASH DIVIDENDS

2004 BEING PAID

2005

2006

good earnings-per-share growth in
2006. The Financial Services division is
benefiting nicely from increased U.S.
mutual fund shareowner processing reve-
nues (arising from higher accounts ser-
viced), greater income from the DST Inter-
national segment (due to increased profes-
sional services fees), plus cost-containment
initiatives. Purchases of the company’s
common stock have also helped matters, to
a certain degree. But the performance of
the Output Solutions unit continues to suf-
fer from costs stemming partly from the
implementation of new printing tech-
nologies. What's more, DST Systems is
without EquiServe, which generated an-
nual revenues of around $230 million, but
was sold last year. Nonetheless, we believe
that 2006 share net will advance about
11%, to $3.00. Further expansion in opera-
ting margins ought to enable the bottom
line to increase an additional 11%, to
$3.35 a share, next year.

We believe that good things are in
store for the company out to 2009-
2011, as well. DST is a leader in provid-
ing mutual fund processing services in the

RECENT 8 40 19 (ra|||ng 204 RELATIVE 1 10 DIVD Nl
D T Y TEM |N NYSE-DST e 090,40 [rino 19,5 esin: 2) | P RaTo YLD |
mewess 3w [ 0| 537 0] BIT 3 2] 28] 93] 82] ] ®E) W] 0 TS Sos R
SAFETY New 12/4/98 LEGENDS . 120
TECHNICAL 3 Resed 72806 |-~ Rolave Pre Stenn P — 100
2-for-1 split 10/00 (] 80
BETA 1.15 (1.00 = Market) Options: Yes ‘ 1l 64
2009-11 PROJECTIONS haded area indicates recession ||| || I|| o I II,II' RO D e 8
! T LI NN NS LM IV L g
Price  Gain Angelta-?rﬁal |||| i I |II ! I|| ! e
High 80 (+35%) 9% it "i‘ "t et 32
Low 55 (-5%3 -1% I;ul'l ill MR Al e 24
Insider Decisions e T e o 20
ONDJFMAM]I i st ;"ll' e LT . T e ST O 16
By 000100000 LA s S 12
Options 0 2 0 0 0 0 000 L
fosel__0 30000000 — 9% TOT. RETURN 7/06 |8
Institutional Decisions THIS  VLARITH.
STOCK INDEX
by a0n  aa o Dorent 18 —— e iy 109 30 [
to Sell 133 114 127 | traded 6 Ly P TP A N ininnmnn [Ty 3yr. 532 523 [
HU's(000) 53005 54242 56233 tal ottt T Il Sy 192 59.2
Formed in 1969 by Kansas City Southern| 1996 | 1997 £1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB. INC. | 09-11
Industries (KCSI), DST Systems, Inc. was a| 585 | 651 | 872| 953 | 1092 | 1379 | 19.93 | 2883 | 29.26 | 3508 | 3500 | 38.10 |Revenues per sh 49.30
pioneer in the development of on-line, auto- | 129 | 138 | 163 | 207| 249| 300 | 301 | 440 | 450| 517| 540| 580 |“Cash Flow" persh 7.60
mated recordkeeping and accounting for| 50 59 75| 107| 140| 160 | 177 | 188 | 250| 270| 3.00| 335 Earnings persh A 475
mutual fund shareowner accounts. Since . . . . - - .- .- . . Nil Nil | Div'ds Decl'd per sh & Nil
then, it has grown to become the largest 75 67 106| 110| 141| 161 181 | 315| 220 191| 235| 250 |Cap'l Spending persh 4,00
provider of these services in the United | 7.01| 836| 9.27| 1159 | 1255 | 1223 | 11.89 | 816 | 899 | 691 | 9.10| 10.30 |Book Value per sh 11.35
States. On October 31, 1995, the company [ 99.21 | 100.00 | 125.74 | 12625 | 124.73 | 120.40 | 119.60 | 83.80 | 83.00 | 71.70 | 66.00 | 63.00 |Common Shs Outst'g © | 73.00
went public with the sale of 44 million | 317 290 361| 284 316 | 3L7| 227 | 186 | 183| 189 Boldfigiresare |AvgAnn'lPJE Ratio 140
shares of its common stock at an offer price | 199 | 167 | 188| 162 205| 162 | 124 | 106 97| 101| \Vaueline |Relative P/E Ratio 95
of $10.50 a share. .- .- .- .- - - - - .- .| estmaes o ayg Annl Div'd Yield Nil
CAPITAL STRUCTURE as of 6/30/06 580.8 | 650.7 | 1096.1 | 1203.3 | 1362.1 | 1660.0 | 2383.8 | 2416.3 | 2428.6 | 2515.1 | 2310 | 2400 |Revenues ($mill) 3600
) ) ) 25.7% | 26.4% | 23.8% | 26.8% | 28.9% | 27.3% | 18.8% | 19.0% | 19.5% | 19.7% | 20.0% | 20.5% |Operating Margin 24.0%
[.‘}‘g'egfgtlgg%“h?iﬁ“"'-E;‘fn'tgri ;rggggor-r?”{“”'- 786 | 793 | 1088 | 1228 | 1286 | 1504 | 1438 | 1504 | 1585 | 1581 | 140 145 |Depreciation ($mill) 210
(Total int. covefage: é.0x) (70% of(fap’l) 494 590 | 958 | 1381 | 1815 | 201.2 | 2158 | 2180 | 2152 | 212.6 215 220 | Net Profit ($mill) 345
Leases, Uncapitalized Annual rentals $25.6 mill. 68.2% | 32.9% | 38.3% | 35.9% | 35.9% | 35.4% | 34.0% | 34.0% | 30.8% | 36.7% | 35.0% | 36.0% |Income Tax Rate 38.5%
85% | 9.1% | 87% | 115% | 13.3% | 12.1% | 9.1% | 9.0% | 89% | 85% | 9.3% | 9.2% |Net Profit Margin 9.5%
No Defined Benefit Pension Plan 756 | 903 1072 | 1787 | 2345 | 1334 | 1186 | 1096 | 825 ds6L9| 80.0 | 950 [Working Cap'l ($mill) 140
pid Stock None 759 | 920 | 497 | 444| 687 | 2434 | 3795 14378 | 13737 | 5414 | 1340 | 1300 |Long-Term Debt ($mill) 1000
695.2 | 8357 | 1166.2 | 1463.6 | 1565.8 | 14724 | 1422.0 | 683.7 | 7458 | 4957 600 650 | Shr. Equity ($mill) 830
Common Stock 69,511,542 shs. 6.9% | 6.8% | 82% | 9.3% | 11.3% | 11.9% | 12.4% | 10.9% | 11.3% | 23.4% | 13.0% | 13.5% |Return on Total Cap'l 20.5%
71% | 71% | 82% | 9.4% | 11.6% | 13.7% | 152% | 31.9% | 28.9% | 42.9% | 36.0% | 34.0% |Return on Shr. Equity 41.5%
. _ 71% | 7.1% | 82% | 9.4% | 11.6% | 13.7% | 152% | 31.9% | 28.9% | 42.9% | 36.0% | 34.0% |Retained to Com Eq 41.5%
MARKET CAP: $4.1 billion (Mid Cap) . . . .. . .. .. .. . . Nil Nil | All Div'ds to Net Prof Nil
CU'(?&EL’\E,T) POSITION 2004 2005 6/30/06 BUSINESS: DST Systems, Inc. provides info. processing and com-  EquiServe, 3/01 (purchased remaining 25%, 7/01). Sold EquiServe,
Cash Assets 107.0 80.2 72.8 | puter software services and products to mutual funds and other fi-  6/05; Customer Management unit, 7/05. Domestic operations com-
S?ﬁg;vables ‘218%8 gggg %gg nancial services organizations, telecom companies, and utilities. It  prised 92% of 2005 revenues. Officers/directors own 20.7% of com-
Current Assets 7960 7604 6234 specializes in shareholder accounting, portfolio accounting, auto-  mon stock (3/06 proxy). CEO: Thomas A. McDonnell. Incorporated:
Accts Payable 178:9 97:6 92:3 matgd work management, network management, and hlgh-volum_e Delaware. Address: 333 West 11th Street, Kansas City, Missouri
Debt Due 1092 8631 62.0 | printing and mailing. Acquired USCS Intl.,, 9/98; 75% interest in  64105. Telephone: 816-435-1000. Internet: www.dstsystems.com.
Other 4254 661.6 508.3 P f [ P
Current Liab. 2135 10023 “ee26 DST Systems continues to deliver United States. This augurs well for future

results because it seems that the mutual
fund industry will continue to expand in
order to accommodate growing investor
demand. The company also boasts an es-
tablished domestic bill and statement pro-
cessing business, which has healthy pros-
pects (present difficulties aside) because it
caters to a number of key industries, in-
cluding utilities, transportation, and finan-
cial services. Moreover, the international
operations, accounting for nearly 10% of
total revenues at present, have promising
expansion possibilities. Product enhance-
ments and additional restructuring efforts
ought to aid DST'’s operating performance,
too. Excluding future acquisitions, earn-
ings per share may advance between 10%
and 15% annually over the 3- to 5-year
timeframe.

But the equity doesn’t stand out for
relative price action in the year
ahead. Furthermore, long-term capital
appreciation potential is much lower than
the Value Line median, since the current
quotation is within our 2009-2011 Target
Price Range.

(A) Based on diluted shrs outst'g. Excludes | 6¢. Next egs report due late Oct. (B) In 2nd qtr.
nonrecurring gains (losses): 1996, $1.16; 1998,
(19¢); 2000, 27¢; 2001, 20¢; 2002, (6¢); 2003,
96¢; 2004, 9¢; 2005, $2.69; Q1 2006, 42¢; Q2,

1995, $150 million in cash dividends were paid
to KCSI, the sole stockholder prior to the com-
pany going public. (C) 1998 figures are pro
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

anti-dilution or rounding.

forma for merger with USCS and not com-
parable with prior years. (D) In mill.,
stock split. (E) Qtrs. may not add to total due to

Frederick L. Harris, 111 August 25, 2006
Company’s Financial Strength B++
adj. for | Stock’s Price Stability 65
Price Growth Persistence 75
Earnings Predictability 90

To subscribe call 1-800-833-0046.
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RECENT 50 20 PEE 10 2 Trailing: 9.7}| RELATIVE 0 60 DIVD 3 50/
NYSE-EMN  |PRICE LU [RaTio LU, £ \wedian: 200/ | PERATIO U.OU (YD 9,970
High: 69.5 76.3 65.4 72.9 60.3 54.8 55.7 49.6 39.6 58.2 61.8 58.2 i
TIMELINESS 3 Lovered 9205 Low: 48.5‘ 50.8| 50.8| 435| 36.0| 33.6| 290| 345| 27.6| 380| 441| 473 Tz%rggt ESES Rzagff
SAFETY 3 New6i304 LEGENDS
= 10.5 x "Cash Flow" p sh 200
TECHNICAL 3 Lowered8iigop |- Relatve Price Strengh
tions: Yes 160
BETA 1.05 (1.00 = Market) haded area indicates recession
2009-11 PROJECTIONS. | L~ | [ | || | | o Tt 100
) ~ Ann’l Total — L~ 1A -- 80
Price  Gain Return 1, L
High 120 (+140%; 26% i, TR AL —— T 60
Low 80 (+60%) 15% LI "'I il it — AT 50
nsider Decisions L NS T BN | I |+“|, [T BN AT %
SONDIJFEMAM * e 'i."ll" 20
By 000011000 O R I
Options 0 0 3 0 0 0 0 0 2 o . O L 20
oSl 001000001 * % TOT. RETURN 7/06
Institutional Decisions o e THIS  VLARITH.
3Q2005  4Q2005  1Q2006 Percent 30 STOCK INDEX |
to Buy 157 152 100 | shares 20 mh \ \ lyr. 72 30 [
to Sell 125 140 175 | traded 10 T TR | IR A TR i nn i 3yr. 529 523 |
H's(00) 65411 65922 67427 e T et ey s T TR TR TR RO AR R R RO Syr. 386 592
Effective midnight December 31, 1993,] 1996 [1997 [1998 [1999 [2000 [2001 [2002 [2003 [2004 [2005 [2006 [ 2007 [ ©VALUELINE PUB, INC. [09-11
Eastman Chemical was spun off from| 6161 | 59.78 | 5665 | 58.78 | 68.96 | 69.94 | 68.78 | 75.00 | 92.28 | 8658 | 89.75 | 90.35 |Sales persh 97.05
Kodak, creating an independent, publicly| 894 | 835| 7.88| 646| 934| 709 | 623 | 572 7.25| 968| 855| 830 |“CashFlow” per sh 9.60
held company. Prior to January 1, 1994,| 480 | 418| 342| 154 389| 142 | 110 98 | 250 | 593| 490 450 |Eamingspersh A 555
Eastman Chemical operated as a wholly| 170 176 | 176| 176| 176| 176 | 176 | 176 | 176| 176| 176 176 |Divds Decl'd persh B 1.86
owned business of Kodak. Eastman as-| 1017 | 957 | 632 | 374 | 294| 304 | 552 | 298| 348| 421| 510 445 CapTSpending persh 445
sumed $1.8 billion of debt in the spinoff. | 2112 | 2240 | 2445 | 2253 | 2361 | 1790 | 1643 | 1350 | 1661 | 19.77 | 22.30 | 22.60 [Book Value per sh 20.65
Kodak agreed to retain employee benefit| 77.62 | 7826 | 79.11 | 78.09 | 76.74 | 7698 | 77.35 | 77.24 | 7130 | 8153 | 83.00 | 83.00 |Common Shs Outsty © | 85.00
obligations for substantially all of Eastman's [ 127 | 189 | 176 | 303 | 114 | 315| 384 | 341 | 182| 9.1 |Boldfigiresare |AvgAnn'PIE Ratio 180
retired participants. 80| 80| 92| 173| 74| 161| 210| 194 96| 49| \Valuelline |Relative P/E Ratio 1.20
CAPITAL STRUCTURE as of 3/31/06 28% | 30% | 29% | 38% | 40% | 3.9% | 42% | 53% | 39% | 33% | "' |avgAnnlDivid Yield 1.9%
, , , 4782.0 | 4678.0 | 4481.0 | 4590.0 | 5292.0 | 5384.0 | 5320.0 | 5800.0 | 6580.0 | 7059.0 | 7450 | 7500 |Sales ($mill) 8250
Total Debt $1591 mill. Duein 5 Yrs $300 mill. | 50495 | 19,105 | 18.0% | 14.4% | 18.7% | 14.0% | 115% | 10.2% | 10.6% | 155% | 13.5% | 13.0% |Operating Margin 14.0%
LT Debt $1567 mil. LT Interest $75.0 mil. 3140 3270 3510 | 3830 | 4180 [ 4350 | 397.0 | 3670 | 3220 3040 300 310 |Depreciation (Smill 345
(Total interest coverage: 8.5x) 380.0 | 3263 | 2720 | 1212 | 2088 | 1110 | 849 | 750 | 1950 | 4850 | 410 | 375 |Net Profit ($mill) 470
B (46% of Cap'l) | 37.4% | 35.8% | 29.0% | 19.2% | 27.8% [ 9% [21.1% | 235% | 295% | 35.0% | 35.0% |Income Tax Rate 35.0%
Leases, Uncapitalized Annual rentals $44.0 mill 79% | 7.0% | 6.1% | 2.6% | 56% | 21% | 1.6% | 1.3% | 3.0% | 69% | 55% | 5.0% |NetProfit Margin 5.7%
) ) - . 5580 | 536.0 | 430.0 |d119.0 | 2650 | 500.0 | 305.0 | 5330 | 669.0 | 8730 | 975| 875 |Working Cap'l ($mill) 625
Pension Assets-12/05 $1.05 bill Oblig. $148bil. | 1500 | 17140 | 16490 | 1506.0 | 19140 | 21430 | 20540 | 2089.0 | 20610 | 16210 | 1500 | 1375 | Long-Term Debt (§mill) | 1075
Pfd Stock None 1639.0 | 1753.0 | 1934.0 | 1759.0 | 1812.0 | 1378.0 | 1271.0 | 1043.0 | 1184.0 | 16120 | 1850 | 1875 |Shr. Equity ($mill) 1750
131% | 10.7% | 89% | 53% | 9.7% | 51% | 44% | 44% | 7.8% | 165% | 135% | 13.0% |Return on Total Cap'l 18.0%
Common Stock 80,375,562 shs. 23.2% | 18.6% | 14.1% | 6.9% | 165% | 8.1% | 6.7% | 7.2% | 16.5% | 30.1% | 22.0% | 20.0% |Return on Shr. Equity | 27.0%
MARKET CAP: $4.0 billion (Mid Cap) 150% | 10.7% | 69% | NMF | 9.0% | NMF | NMF | NMF | 49% | 21.3% | 14.0% | 12.0% |Retained to Com Eq 18.0%
CU?&%TAIIEL’\I{])- POSITION 2004 2005 3/31/06 | 3506 | 42% | 51% | 114% | 45% | 122% | NMF | NMF | 70% | 29% | 37% | 40% |All Div'ds to Net Prof 34%

BUSINESS: Eastman Chemical manufactures plastic, chemical,
and fiber products. Sells polyester plastics such as polyethylene
terephthalate (PET), a plastic used in soft-drink containers; coatings
and paint raw materials; industrial chemicals; and filter tow. Busi-
ness categorized into two divisions: Eastman: Coatings, perform-
ance chemicals and specialty plastics. (52% of sales in '05),

Voridian: Polymers and fibers (48%). Foreign sales: 42% of total.
Has about 12,000 employees and 31,655 shrhidrs. Barclays Global
Inv. owns 11.1% of common stock; Lord Abbett & Co., 11.0%. Off.
& dir. own 1.2% (3/06 proxy). Chrm. & CEO: Brian Ferguson. Inc.:
DE. Address: 100 North Eastman Road, P.O. Box 511, Kingsport,
TN 37662. Telephone: 423-229-2000. Internet: www.eastman.com.

Cash Assets 325 524 485
Receivables 675 575 635
Inventory (LIFO) 582 671 683
Other 186 154 126
Current Assets 1768 1924 1929
Accts Payable 1098 1047 993
Debt due 1 4 4
Other -- -- -
Current Liab. 1099 1051 997

ANNUAL RATES Past

Past Est'd '03-'05

of change (persh)  10Yrs. 5Yrs. t0'09-'11
Sales 45%  6.5% 3.5%
“Cash Flow” -1.0%  -1.0% 7.0%
Earnings -3.5% 1.0% 24.0%
Dividends 5.0% -- 1.0%
Book Value 5%  -6.5% 5.0%
Cal- QUARTERLY SALES (§ mill) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | 1441 1481 1444 1434 | 5800
2004 | 1597 1676 1649 1658 | 6580
2005 | 1762 1752 1816 1729 | 7059
2006 | 1803 1929 1900 1818 | 7450
2007 | 1800 1850 1900 1950 | 7500

Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | d.02 .61 .26 13 .98
2004 52 82 79 37 250
2005 | 191 159 153 .90 5.93
2006 | 136 140 1.20 .94 4.90
2007 | 120 125 115 .90 4.50

Cal- QUARTERLY DIVIDENDS PAID & Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 44 44 44 44 1.76
2003 44 44 A4 44 1.76
2004 A4 A4 A4 A4 1.76
2005 44 44 44 44 1.76
2006 44 44 44

Eastman Chemical is faring compara-
tively well in a challenging environ-
ment. On the plus side, the company con-
tinues to report strong performance from
its core segments, namely Fibers, CASPI,
and Specialty Products. Although together
only accounting for about 40% of total
sales, they're generating three-quarters of
operating earnings. On the other side of
the ledger, the Performance Polymers seg-
ment continues to struggle. Specifically,
although global sales were up, volume for
PET polymers in North America were off,
due to increased competition from lower-
cost Asian imports. Combined with diffi-
cult conditions in Europe and Latin Amer-
ica, operating earnings for the segment are
down nearly 80% through the first half, to
$29 million. Largely because of this contin-
ued weakness, we look for 2006 earnings
to come in 15%—-20% lower than last year’s
tally. Nonetheless, this would still rep-
resent a historically high profit level for
the company.

Raw material and energy costs are
likely to continue to weigh on mar-
gins. Through the first half, these ex-
penses were up over $200 million from last

year, and more than $1.3 billion since the
end of 2003. With the likelihood that these
costs remain elevated at least into next
year, we look for earnings to continue
trending lower, and we've reduced our
2007 share-earnings estimate by $0.30.
New proprietary technology coming
on line should lend some support to
margins. The company’s new
polyethylene terephthalate (PET) facility
in Columbia, South Carolina is nearing
completion, and is scheduled to be fully op-
erational in early 2007. In addition to
bringing on 350,000 metric tons of new ca-
pacity, the site is also designed to lower
costs.

Although only an average choice for
the year ahead, Eastman shares may
be of interest to long-term investors.
High input costs will likely remain a chal-
lenge, but demand for most of the compa-
ny’s products is strong and growing. Based
on our projections that overall business
will remain at comparatively elevated
levels, we believe the stock has the poten-
tial to nearly double in price over the next
3 to 5 years.

Mario Ferro August 18, 2006

(A) Primary earnings through 1996, diluted
nonrecurring

Excludes
(14¢); 97,

thereafter.
gain/(charges): '95,

(65¢); '99, ($1.57); '01, ($1.04); '02, (31¢): '03,
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

(41¢); '98, | cally

($4.48); '04, (31¢); '05, 88¢ . Next earnings | (C) In millions.
report due late October. (B) Dividends histori-

paid in early January, April, July, and Oc-

tober.

Company’s Financial Strength B+
Stock’s Price Stability 75
Price Growth Persistence 10
Earnings Predictability 40

To subscribe call 1-800-833-0046.
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SAFETY 2 Raised22505 | LEGENDS

—— 18.0 x Earnings p sh
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. ~Ann'l Total | Options: Yes 7| feeeeedaeaa-
Price  Gain Return haded area indicates recession e 30
o 45 (oo 14 e it 5
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ONDJFMAMI I|I|I| |TITN
0By 000000010 ful 10
Opfions 3 12 00100 4 2fop-L |l 75
Sl 001000001 ¥ 171 o % TOT RETURN 7/06 |~
Institutional Decisions |'I|I||J|J'ﬁ]’l{. X il THIS  VLARITH.
005 405 10006 | percent 9 = —h ,ll\_/. o iy STOCK - INOEX

o s ‘o3 doo|shaes S L TR 1 AT it 3y 544 523 |
HUS(000) 84932 84577 86114 1111 T e T L II||I|II|.I A I Byr. 543 592
1990|1991 | 1992 | 1993 | 1994 | 1995 1996 | 1997 [ 1998 2000 {2001 {2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

.80 1.01 127 1.29 1.50 113 1.20 1.36 1.75 2.47 3.10 354 378 382 4.95 581 6.65 7.35 |Revenues per sh A 9.75
.24 32 42 49 59 52 58 64 68 .84 1.45 141 152 1.44 1.70 1.78 2.05 2.35 |“Cash Flow” per sh 2.95
.06 A1 .16 19 19 18 23 26 20 .35 .79 .88 .85 .76 1.00 113 1.25 1.50 |Earnings per sh AB 225
.01 .02 .02 .03 .04 04 04 .05 .06 .08 .10 13 15 .20 28 .34 40 44 |Div'ds Decl'd per sh © .56
.00 .01 .03 .02 .02 01 .02 01 01 .08 .02 .02 .02 01 .03 .03 .05 .05 |Cap'l Spending per sh .05
A1 .50 .64 .99 114 131 1.39 1.53 148 1.38 1.84 2.19 2.69 3.04 3.37 351 4.90 6.50 |Book Value per sh © 11.40
116.98 | 118.55 | 120.22 | 146.15 | 145.45 | 149.05 | 151.21 | 148.06 | 142.66 | 141.04 | 138.78 | 137.23 | 138.51 | 136.81 | 133.58 | 129.55 | 128.50 | 129.00 |Common Shs Outst'g & | 128.00
114 6.2 71 10.7 104 11.0 9.1 12.6 26.1 188 136 177 195 203 19.0 21.6 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
.85 40 43 63 68 14 57 73 1.36 1.07 .88 91 1.07 1.16 1.00 114 ValuejLine Relative P/E Ratio 120

20%| 27%| 20%| 15% | 1.9% | 20%| 21% | 16% | 12% | 12% | 9% | 8% | 9% | 13% | 15% | 14%| ="' |Avg Ann'l Divd Yield 1.3%
CAPITAL STRUCTURE as of 4/30/06 181.4 | 2009 | 250.0 | 349.0 | 4296 | 4864 | 5230 | 523.1 | 661.8 | 7532 855 950 |Revenues ($mill) A 1250
Total Debt $76.0 mill.  Duein 5 Yrs None 615% | 58.9% | 46.2% | 41.1% | 62.3% | 55.1% | 52.1% | 485% | 46.9% | 43.9% | 42.0% | 44.0% |Operating Margin 47.0%
LT Debt $76.0mill. LT Interest azéfv)/ngf"&:a y| 526[ B45| 67| 7| 849 769 @8 97| 878| 704| 700|700 Depreciaion (bmi) - 700
Leases, Uncapitalized Annual rentals $7l.)7 mill‘p 35.8 40.2 305 52.4 116.1 116.0 121.1 106.1 138.9 159.9 175 210 |Net Profit ($m|II) 310

40.2% | 40.4% | 39.0% | 39.0% | 38.0% | 35.0% | 35.0% | 35.2% | 36.0% | 37.3% | 38.0% | 39.0% |Income Tax Rate 39.0%

Pension Liability None - no defined benefit plan 19.8% | 20.0% | 12.2% | 15.0% | 27.0% | 23.9% | 23.1% | 20.3% | 21.0% | 21.2% | 20.5% | 22.1% |Net Profit Margin 24.8%

106.0 | 1242 814 416 584 | 153.7 | 1453 | 1895 | 3005 | 252.2 435 665 |Working Cap'l ($mill) 1240

Pfd Stock None 546 | 510| 357 | 286 | 214 | 2155 | 1241 | 1187 | 743 | 755| 750 | 75.0 |Long-Term Debt ($mill) 75.0
Common Stock 127,613,900 Non-voting shs. 2108 | 2263 | 2118 | 1943 | 2550 | 3011 | 3723 | 4163 | 4495 | 4550| 630 | 840 |Shr. Equity ($mill) © 1460
309,760 Voting (not publicly traded) shs. 14.2% | 15.2% | 12.9% | 24.0% | 42.3% | 22.6% | 25.0% | 20.3% | 27.1% | 30.3% | 25.0% | 23.0% |Return on Total Cap'l 20.0%

17.0% | 17.8% | 14.4% | 27.0% | 45.5% | 38.5% | 32.5% | 255% | 30.9% | 35.1% | 28.0% | 25.0% |Return on Shr. Equity 21.0%
. . 14.0% | 14.3% | 10.3% | 21.4% | 40.3% | 33.0% | 27.1% | 19.5% | 23.2% | 25.9% | 19.5% | 18.0% |Retained to Com Eq 16.5%

MARKET CAP: $3.6 billion (Mid Cap) 18% | 19% | 29% | 21% | 12% | 14% | 1% | 23% | 25% | 26% | 29% | 27% |All Div'ds to Net Prof 25%
CU%‘?WI%L’\E,T POSITION 2004 2005 4/30106 BUSINESS: Eaton Vance Corp. manages mutual funds and pro- Asset Mgt., and Parametric Portfolio Associates. The funds are
Cash & Securities 357.6 2742  286.5 | vides investment management and counseling services to institu- marketed through Eaton Vance Distributors. Has 757 employees.
S?ﬁg;vables 3‘215 ?gg 98% tions and individuals. Assets equaled $108.5 billion as of 10/31/05.  Off. & dir. control 100% of voting common stock and own 10.3% of
Current Assets 39 17 368.6 382.6 EV provides services through three wholly owned subs., Eaton non-voting common stock (2005 10-K). Chrmn, CEO & Pres.:
Accts Payable 238 280 30'9 Vance Mgt., Boston Mgt. aqd Research, and Eaton Vancq Invest- James B. Hawkes. Inc.. MD. Addr.: 255 State St., Boston, MA
Debt Due -~ | ment Counsel, and three majority-owned subs., Atlanta Capital, Fox 02109. Tel: 617-482-8260. Internet: www.eatonvance.com.
gther“_. b gg‘z‘ 1?22 %11 Eaton Vance probably registered a order of 20%.

urrent -1ab. © | 13% year-to-year revenue gain in the AUM rose 20%, year to year, to $119
ANNUAL RATES  Past Past Est'd’'03-'05| July quarter, benefiting mainly from a billion at the end of the fiscal second
ochange fpersh) - 10%1s B 08I | higher level of assets under management quarter. Assets were boosted by long-
“Cash Flow” 120% 105%  10.5% (AUM). Aided by wider operating margins, term fund and separate account net in-
Earnings 18.0% 165% 16.0% | profits advanced an estimated 30% on a flows of $9 million and market price ap-
Dividends 22.5% 275% 13.0% | comparable cash basis. But after including preciation of $10 million. The breakdown

- § —_ - stock option expense of about $0.05 a of AUM at April 30th was 42% equity

Riscal | QUARTERLYREVENUES Smill» | Full | share in 2006, reported share earnings funds, 25% separately-managed accounts,

Ends |Jan.31 Apr30 Jul3l Oct3l| vear | may have been up about 14%. 17% fixed-income funds, 15% bank loan

2003 1249 1209 1339 1434 | 5231 | We are estimating revenue growth of funds, and 1% money market funds.

2004 11570 1653 1659 1736 | 6618 | 1394-14% for fiscal 2006 (ends October The company has a healthy balance

2005 11818 1825 1908 1981 | 7532 31st). The primary growth factor would be sheet, with $286 million ($2.23 a share) in

%88? %gg“ %%5 %ig %iél ggg higher sales of tax-efficient equity prod- cash assets and a low level of debt (13% of

- ucts. Helped by higher interest income, total capital). In the last 12 months, EV

Riscal |  EARNINGSPERSHAREABC | Full | nrofits could expand by some 28% on a repurchased 5.2 million common shares for

Ends |[Jan.31 Apr30 Jul3l Oct31| vear | comparable basis. However, with stock op- $136 million. EV also used its free cash

2003 | 19 18 19 .20 76| tion expense of about $0.20 a share in flow to raise the dividend.

2004 | 22 25 25 28| 100} 2006, share earnings may rise 10%-11%. These shares are ranked to perform in

2005 2t 2r 29 30 1181 \we are projecting an 11% expansion line with the market over the next six

%88‘75 %g %g gg ii iég on the top line for fiscal 2007. While to 12 months. But they do have some ap-

- - - - ~—1 the company should build on its strong peal as a defensive holding, given their

Cal- | QUARTERLYDIVDENDSPADC | Full | position in the tax-managed segment of high scores for Financial Strength (A) and
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | the jnvestment services market, EV is ex- Price Growth Persistence (100) and an

2002 | 037 037 037 .04 151 pected to expand its product offerings out- Above-Average Safety ranking (2). EV has

2003 040406 .06 201 side the tax-managed sector. With operat- compiled a positive long-term record with

%ggg 82 82 8;5 28 %?1, ing margins widening on the higher good growth and high profitability.

2006 10 10 10 ' | volume, we anticipate a profit gain on the Lester Ratcliff August 25, 2006
(A) Fiscal year ends October 31. (C) Dividends historically paid mid Feb., May, | (E) In millions, adjusted for stock splits. Company’s Financial Strength A
(B) Diluted earnings. Excluding nonrecur. | Aug., and Nov. (F) Incl. amort. of deferred sales commissions. | Stock’s Price Stability 80
charges: '99, ($0.26); '00, ($0.06). Next egs. | (D) Includes intangibles: at 10/31/05; $130.3 | (G) Stock option expense would have reduced | Price Growth Persistence 100
report due late November. million, $1.01 a share. F05 profits by 14¢. Earnings Predictability 45
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RECENT PIE Trailing: 32.8') | RELATIVE DIVD
ECOLAB INC. st B 42,9200 20.6Ca B 1740 Lon e |
e A AR AR AR H A= gt b R
SAFETY 1 pasegyiios [ LEGENDS T 12
TECHNICAL 2 Rased9806 | o- Relave Pice Svengh- 100
2-for-1 split  1/94 80
BETA .85 (1.00 = Market) 2-for-1 split  1/98 64
200911 PROJECTIONS.|amansves o> [ [ [ [ T [ T e i
) ~Ann'l Total | Shaded area indicates recession 2-for1 el [ [T
Hgh 55 (+Gsa6rg’/°; "% T e 2
Low 45 (+5% 3% T 24
Insider Decisions -for-1 HH t !I%m!lll 20
ONDJFMAMJ M‘l i Tl 16
toBy 000010010 N o e o . 12
Optons 0 1 6 01 0000 — I.I'I'
sl 003010000 RO L b % TOT.RETURN 8/06 |8
Institutional Decisions DRSO M THIS  VLARITH.
4Q005 102006 2Q0006 | percent 9 Ly STookNoex
b4l 48 105 Tag|Shares 6 iR PRI P TN 1 O MU AT TR O A 3y 785 4o |
HIds(000) 133861 134202 136280 Lotsata T T T Syr. 1247 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
7.36 359 3.98 413 4.46 5.18 5.75 6.35 7.29 8.04 8.90 921 | 1310 | 1461 | 16.25| 17.84 | 19.40 | 21.25 |Sales persh 28.00
.68 42 49 54 .55 .68 .78 91 1.07 119 1.35 1.37 1.79 1.96 2.18 2.27 2.45 2.70 |“Cash Flow" per sh 3.75
24 .24 .26 .30 34 .38 44 50 58 .65 .75 73 .92 1.03 1.19 123 1.40 1.60 |Earnings per sh A 230
.08 .09 .09 10 12 13 15 16 19 21 .24 .26 27 29 32 .35 40 .44 |Div'ds Decl'd per sh B= .60
.34 .20 23 27 33 42 43 47 57 .56 .59 .62 82 82 1.07 1.06 1.10 1.10 |Cap’l Spending per sh 1.60
1.82 117 1.36 148 171 1.76 2.01 2.14 2.67 2.94 2.98 3.44 423 5.03 6.07 6.49 7.00 7.50 |Book Value per sh © 9.35
188.76 | 255.43 | 252.21 | 252.44 | 270.68 | 258.81 | 259.20 | 258.25 | 258.96 | 258.83 | 254.32 | 255.80 | 259.88 | 257.42 | 257.54 | 254.14 | 250.00 | 247.00 |Common Shs Outst'g € | 257.00
121 145 16.5 17.3 16.1 17.0 18.8 223 26.2 29.6 25.0 213 24.6 249 25.6 26.8 | Bold figyres are |Avg Ann’l P/E Ratio 220
90 93| 100 02| 106| 114| 118| 129| 136 169 | 163| 140 | 134 | 142 | 135| 143| \ValuelLine |Relative PJE Ratio 145
28% | 25%| 21%| 1.9% | 21% | 2.0% | 18% | 14% | 13% | 11% | 13% | 13% | 12% | 11% | 11%| 11%| =" |AvgAnn'lDivid Yield 1.2%
CAPITAL STRUCTURE as of 6/30/06 1490.0 | 16404 | 1888.2 | 2080.0 | 2264.3 | 2354.7 | 3403.6 | 3761.8 | 4184.9 | 4534.8 | 4850 | 5250 |Sales ($mill) 7200
) . . 18.4% | 19.5% | 20.3% | 20.4% | 20.8% | 20.5% | 19.3% | 18.9% | 18.8% | 17.6% | 18.5% | 19.5% |Operating Margin 24.5%
[?tg'egfggfj%7h‘1‘il'|“"'- E#fn't”efe ltfzgggorﬁl{“'"- 895 | 1009 | 1220 | 1345 | 1484 | 1630 | 2234 | 229.7 | 2474 | 2569 | 265| 275 |Depreciation ($mill 375
(LT interest eamed: 13.2x. total interest coverage: | 1132 | 1340 | 1545 | 1744 | 1958 | 1882 | 240.6 | 2747 | 3129 | 3195| 350 | 395 |Net Profit (Smill 590
12.3x) (24% of Cap'l) | 41.4% | 41.5% | 42.4% | 41.1% | 40.7% | 40.5% | 39.8% |38.1% | 36.5% | 35.9% | 36.0% | 36.0% (Income Tax Rate 39.0%
76% | 82% | 82% | 84% | 8.6% | 80% | 7.1% | 7.3% 75% | 71% | 7.2% | 7.5% |NetProfit Margin 8.2%
Leases, Uncapitalized Annual rentals $41.2 mill. 107.7 | 1050 | 103.7 | 106.6 68.6 | 101.6 | 1495 | 2984 | 3395 | 3023 320 350 |Working Cap'l ($mill) 450
Pension A559t5'12’°5$g%?i-4 '22'-1411“” 1487 | 2594 | 227.0 | 169.0 | 2344 | 5123 | 5397 | 6044 | 6454 | 5194 | 550 | 550 |Long-Term Debt ($mill) | 700
Pid Stock None g hn L mi 5200 | 5517 | 6905 | 7620 | 7570 | 880.4 | 10998 | 12954 | 15625 | 1649.2 | 1750 | 1850 |Shr. Equity ($mil) 2400
Common Stock 251,626,948 shrs. 18.1% | 17.2% | 17.3% | 19.3% | 20.4% | 14.1% | 15.3% | 154% | 15.1% | 15.7% | 16.0% | 17.0% |Return on Total Cap'l 20.0%
as of 7/31/06 21.8% | 24.3% | 22.4% | 22.9% | 25.9% | 21.4% | 21.9% | 21.2% | 20.0% | 19.4% | 20.0% | 21.5% |Return on Shr. Equity 24.5%
MARKET CAP: $10.8 billion (Large Cap) 14.8% | 16.8% | 15.3% | 15.8% | 17.7% | 13.8% | 15.6% | 154% | 14.8% | 13.9% | 14.5% | 15.5% |Retained to Com Eq 18.0%
CUR$|$W||ELI\ET POSITION 2004 2005 6/30/06 | 32% | 31% | 32% | 31% | 31% | 35% | 29% | 27% | 26% | 28% | 29% | 28% |All Div'ds to Net Prof 26%
Cash Assets 71.2 2294  105.9 | BUSINESS: Ecolab Inc. develops and markets chemicals and serv-  others. Foreign ops.: 49% of '05 sales; R&D, 1.5%. '05 deprec.
Receivables 7383 7435 8318 | ices for cleaning, pest elimination, sanitizing, and maintenance. It rate: 12.6%. Has around 22,400 employees. Henkel KGaA owns
Ion%eenrtory (LIFO) ?g?g %gg %g% sells to the hospitality, institutional, and industrial markets. Began a about 17.1% of stock; Henkel Corp., 11.6%; Officers & Directors,
Current Assets 1279:1 1421:7 1418:4 50-50 European joint venture with Henkel KGaA, 7/91 (bought 2.4% (3/06 proxy). CEO: Douglas M. Baker. Incorporated: Dela-
Accts Payable 2696 277.6 274.8 remaining 50%, 11/01). Acquired Stove Parts Supply, 8/00; ware. Address: Ecolab Ctr., 370 N. Wabasha Street, St. Paul, MN
Debt Dué 56.1 226.9 262.6 | Spartan, 2/00; Blue Coral Systems, 2/99; GCS Service, 7/98 and  55102. Tel.: 651-293-2233. Web: www.ecolab.com.
85;‘;;“‘ Liab. gég:g lﬂg:g ﬁgi’:g Things are going well for Ecolab, ing for roughly half of total sales at pres-
— 1 overall, these days. This can be attribut- ent, enables it to capture global accounts
AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd'og?ﬁ% ed mainly to healthy sales in the North by assuring them that they will receive the
o change (persh) - 10¥s, - SYs, 08I | American, Latin American, and Asia- same high degree of customer service en-
“Cash Flow” 14.0% 12.0% 10.0% Pacific regions (made possible by aggres- joyed domestically.
Eiﬁ\llfi'&mgs ﬁg‘;f 1%-%) ﬁgg/m sive efforts to attract new accounts and Good things appear to be in store for
BoakValue 135% 158% 80w | Product introductions). Pricing initiatives, the company over the 3- to 5-year ho-
- improvements in operating efficiency, and rizon. Since sanitation and food safety
cal- QUARTERLY SALES ($ mil) Full | repurchases of the company’s common will likely remain major priorities for the
endar |Mar3l Jun.30 Sep.30 Dec3l] Year | gyock have also been beneficial. But the government, Ecolab is poised to play a key
2003 |8758 9467 9828 9565 (37618 | performance of operations in Germany, role in helping firms comply with addi-
%ggg lgggg %2‘5%(75 ﬂggg ﬂﬁg iégig France, and Italy has been lackluster tional regulations. Too, niche acquisitions
2006 11201 12259 1265 1239 |4850° (reflecting sluggish economies). Too, raw should continue to aid the company's ex-
2007 1315 1315 1315 1305 |sp50 | Material costs remain high. Still, we ex- pansion, though many uncertainties pre-
" pect share net to grow 14%, to $1.40, in vent us from including future purchases in
Cal- EARNINGS PER SHARE Full | 2006. Assuming that positive business our figures. In the present configuration,
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | yrongs hold, the bottom line may advance the bottom line ought to advance between
2003 121 .25 32 .26 | 103| gnother 14%, to $1.60 a share, next year. 10% and 15% annually out to 2009-2011.
%88‘; %g gg gg g i%g Management has been quite success- These high-quality shares have been a
2006 20 36 42 32| 10| ful at boosting market share via a favorite of Wall Street, as evidenced by
2007 35 20 15 20 | 160| well-defined strategy. Ecolab’s diverse their steady climb in price over the past
UARTERLY DIVIDENDS PAID & product line (which includes commercial several years. That is largely because of
Cg" Q . 5”” kitchen equipment, pest elimination, and the cleaning product firm's ability to
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| \yater care services) enhances cross-selling deliver healthy results on a consistent
2002 | 068 .068 068 .068 27| opportunities and allows it to secure the basis. But the equity is not a standout for
2003 | 073 073 073 073 29| accounts of the bigger players in the target relative price performance in the year
%ggg 838 838 838 838 gg industries. Furthermore, a significant ahead or over the 3- to 5-year period.
2006 | 10 10 10 ’ ’ presence in the foreign markets, account- Frederick L. Harris, 111 September 15, 2006

(A) Diluted egs. Primary egs. thru '96. Excl.
gns (loss) fr. disc. op’s: '91, ($1.30); '98, 14¢;
'02, 1¢. Excl. nonrec. gns (losses): '91, (12¢);

‘93, 1¢;
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of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

'94, (3¢); '99, 1¢; °00, 4¢; 02, (13¢);

'03, 1¢; '04, (1¢). Qtrs. for '03 don't add up to | Apr., July & Oct. =Div'd reinv. plan. (C) In mill.,
total due to rounding. Qtrs. for '05 restated for | adj. for stk. splits. (D) Incl. intang., '05:

expensing stock options. Next egs. rpt. late | $1,140.0 mill., $4.49/sh.
Oct. (B) Dividends paid in the middle of Jan.,

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 95
Earnings Predictability 95
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ANNUAL RATES  Past

Past Est'd '03-'05

of change (per sh) 10 Yrs. 5Yrs.  to'09-11
Revenues -- 25% 11.0%
“Cash Flow” - NMF  12.0%
Earnings -- .- 13.0%
Dividends -- -- Nil
Book Value -- 8.0% 14.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 2125 2178 2061 224.1| 8605
2004 2350 2346 2248 237.1| 9315
2005 2491 2582 2409 249.7| 9979
2006 256.7 2673 260 281 | 1065
2007 285 295 290 305 | 1175
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2003 A1 .39 .34 44 158
2004 42 A1 .38 46 1.67
2005 A48 51 46 53 1.98
2006 50 .54 46 .55 2.05
2007 .57 .60 .55 .63 2.35
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002
2003 NO CASH DIVIDENDS
2004 BEING PAID
2005
2006

solid year. Excluding some nonrecurring
items footnoted below, the company posted
earnings of $0.54 a share in the June
quarter. This figure includes about a nick-
el's worth of equity-based compensation
expenses. The strength of Edwards’
Magna valves has persisted, and we look
for these products to continue driving the
growth of the Heart Valve Therapy unit.
The FloTrac monitoring system ought to
continue enjoying strong adoption in all
regions, especially in Japan. Lastly, the
success of other recently introduced Criti-
cal Care products and certain Vascular
products should also continue to fuel the
growth we expect. In sum, we have
bumped up our 2006 share-earnings call
by a nickel, to $2.05.

Our full-year, share-net estimate is
better than it appears. Indeed, the
marginal 4% earnings gain we expect in-
cludes more than $0.20 worth of likely
stock option costs. Without the new ac-
counting requirements, the company is on
pace to record about a 14% share-net gain.
Edwards should post a quality top-
and bottom-line advance next year.

RECENT 46 36 21 9( railing: 22.8 RELATIVE 1 30 DIVD Nl
EDWARD LlFE | NYSE EW PRICE . RATIO Median: NMF /| PIE RATIO YLD |
TIMELINESS 3 e 1204 ] Hon | 204| 202| 206] Bl 423] 409] 473 Target Price Range
SAFETY 2 Reised 9106 LEGENDS
= 13.0 x "Cash Flow" p sh 128
TECHNICAL 3 Raisedop | . Relatve Pice Strengh
BETA .75 (1.00 = Market) hladed area indicates recession 28
2009-11 PROJECTIONS @|——r"tVnn7bm""-"V+— b — o — ¢+ 64
. ~ Ann’l Total 48
Price  Gain Return TR (TR 2 40
o 8 (5 %% Tl A 2
1
Insider Decisions iii ld,ﬂlﬁ -i'!""ﬂ” 24
ONDJFMAMI [l IM B} 16
tBy 00000000O 1t
Options 1 11111231 | .l L S T A AR T |12
oSl 1211112371 oot % TOT. RETURN 7/06
Institutional Decisions “ THIS  VLARITH.
3Q2005  4Q2005  1Q2006 Percent 30 STOCK INDEX |
to Buy 131 114 121 | shares 20 Al lyr. -3.6 30 [C
to Sell 91 103 99 | yraded 10 ||/| IR Y Y Y1 IO N AT 3yr. 567 523 [
HIds(000) 56503 53419 52039 R m i Sy 785 592
Edwards Laboratories was founded in the [ 1996 | 1997 {1998 [ 1999 | 2000 [ 2001 [2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | © VALUE LINE PUB,, INC. | 09-11
early 1960s by Miles “Lowell” Edwards, 1370 | 1167 | 1170 | 1447 | 1567 | 16.76 | 18.25| 20.20 |Revenues per sh 28.25
after he co-developed the first artificial heart 28| 202| 205| 239 | 269| 304| 315| 3.60 |“Cash Flow” per sh 540
valve. In 1966, Edwards Labs. was bought d1.06 | 103 | 135| 158 | 167| 198| 205| 235 Earnings persh A 355
by American Hospital Supply Corp., which - - - . . Nil Nil | Div'ds Decl'd per sh Nil
was later purchased by Baxter International, 8 64 68 64 n 81 85 .90 [Cap'T Spending per sh 115
Inc. in 1985. Baxter established the Ed- 750 | 774 | 896 | 1068 | 1057 | 1159 | 12.75| 14.85 |Book Value per sh B 23.65
wards organization as its CardioVascular 58.67 | 50.33 | 60.18 | 59.48 | 59.44 | 5952 | 58.40 | 58.20 |Common Shs Outstg € | 57.50
Group. On April 3, 2000, Edwards Lifes- | 223 189 180 20.7| 217 Bold fighres are |Avg Ann'TP/E Ratio 200
ciences Corp. was spun off from Baxter, 114 | 103 | 103 | 109 | 116| ValuelLine  |Relative P/E Ratio 135
with each Baxter shareholder receiving one - - - .- | estmaes Ay Annl Div'd Yield Nil
share of EW per five shares of BAX owned. 8040 | 6921 | 7040 | 8605 | 93L5| 9979 | 1065 | 1175 |Revenues ($mil) 1625
CAPITAL STRUCTURE as of 6/30/06 19.3% | 21.5% | 21.6% | 21.4% | 22.6% | 23.2% | 22.5% | 23.0% |Operating Margin 24.5%
Total Debt $279.6 mill. Duein 5 Yrs $279.6 mill. 740 | 570 | 404 | 456 | 557| 562 60.0| 650 |Depreciation ($mill) 85.0
(LTTOE;TbiLgZ;GQV"Qra e_LTlL“éi;e(sltnfltﬁgsmé”l-so 0 d575 | 629 | 829 | 966 1041 1250| 125| 145 |Net Prolfit ($mill) 25
il of 3.8750 comvanitle nots e 2035, Iritial NMF | 28.0% | 26.0% | 25.6% | 26.0% | 24.7% | 26.0% | 26.0% [Income Tax Rate 26.0%
conversion price of $54.66.) NMF | 9.1% | 11.8% | 11.2% | 11.2% | 12.5% | 11.7% | 12.3% |Net Profit Margin 13.8%
(28% of Capital) 630 | 109.0 | 1285 | 1930 | 1721 3200| 410 555 |Working Cap'l ($mill) 1160
Leases, Uncapitalized: Annual rentals $10.1 mill. 367.0 | 310.0 | 2455 | 2558 | 267.1 | 3161 325 340 [Long-Term Debt ($mill) 400
Pension Assets-12005 $35.3mil. $53.8 mil 4400 | 4590 | 5304 | 6351 | 6281 | 690.0 | 745 | 865 | Shr. Equity ($mill) 1360
Common Stock 58,400,737 shares. NV | 9.2% | 1L3% | 116% | 124% | 13.0% | 125% | 12.5% |Returnon Total Capl | 13.0%
as of 7/31/06 NMF | 13.7% | 15.4% | 15.2% | 16.6% | 18.1% | 17.0% | 17.0% |Return on Shr. Equity 16.5%
MARKET CAP: $2.7 billion (Mid Cap) NMF | 13.7% | 154% | 15.2% | 16.6% | 18.1% | 17.0% | 17.0% |Retained to Com Eq 16.5%
CURRENT POSITION 2004 2005 6/30/06 -- -- - -- .- - Nil Nil | All Div'ds to Net Prof Nil
Cas(ﬁMALSLS')etS 48.9 1786 167.1 | BUSINESS: Edwards Lifesciences Corporation is a global leader in  (6.6%), and Other Distributed Products (3.4%). '05 R&D: $99.0 mill.
Receivables 119.4 1185  133.7 | products and technologies designed to treat advanced cardiovas- '05 International revenues: $542.0 mill. Employs about 5,400. In-
Inventory (FIFO) 127.7 1315  139.0 | cular disease. Primary areas of focus include: heart valve disease, dian Asset Management owns 6.7% of shares; T. Rowe Price,
8ther t Asset 3(73%2 5?22 éggg peripheral vascular disease and critical care technologies. Operates  6.6%; officers & directors, 5.4% (4/06 proxy). Chairman & CEO:
Agéiggayzsbeles 62'0 60.7 70' 0 in _ﬁve segments: Heart Valve Therapy (47.0% of '05 revenues), Michael A. Mussallem. Address: One Edwards Way, Irvine, CA.,
Debt Due - o -~ | Critical Care (32.5%), Cardiac Surgery Systems (10.5%), Vascular ~ 92614. Telephone: (949) 250-2500. Internet: www.edwards.com.
Other 133.4 1335 156.5 P F P f i ;
Current Liab. To54 1015 oo6s Edwards Lifesciences is having a We think the final approvals for Magna

Mitral Valve with ThermaFix and some
valve-repair products are just on the hori-
zon. The continuing momentum from
FloTrac and LifeStent also represents solid
opportunities for the company to achieve
growth. All told, we think share earnings
will be about $2.35 in 2007.

The company accelerated the rate at
which it repurchases shares. Manage-
ment continues to believe Edwards’ stock
is a good investment, and bought back
about 1.3 million shares in the June
quarter for about $56 million. Year to
date, it has repurchased some two million
shares. With that, the board of directors
authorized a new, four-million-share in-
itiative, which the company will probably
gradually use to maintain the stock float.
Shares of Edwards are not particular-
ly exciting at this time. This neutrally
ranked stock ought to perform in line with
broader market averages in the coming six
to 12 months. Looking out to 2009-2011,
we think the issue offers decent capital
gains potential that falls in line with the
Value Line median.

Erik A. Antonson September 1, 2006

(A)Diluted earnings per share. Excludes non-
recurring gain/(losses): '01
'03: (29¢); '04: ($1.64); '05, (71¢); '06, 10¢. In-
cludes options expense from '06. Next earn-
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

: ($1.22); '02: (44

¢);

ings report due late October.

(B)Includes intangibles. In 2005: $475.4 million
or $7.99 a share.

(C)In millions.

Company’s Financial Strength B++
Stock’s Price Stability 85
Price Growth Persistence 85
Earnings Predictability 25
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1998 | 1999 2001 | 2002 | 200

Ml
3

2007 | ©VALUELINEPUB,, INC. | 09-11

1.22

128| 142 1.90
129
A7

.06

2.03

41
2.09
40
.08

6.99
3.44
183

.09

2.29
122
44
.06

2.53
129
39
.06

2.50
121
18
.06

321
2.62
67
.06

20.80
10.80
6.50
36

18.45 | Sales per sh

9.40 |“Cash Flow” per sh
6.00 |Earnings per sh A
.28 |Div'ds Decl'd per sh B

113
2,61

1.20
2.92

147
3.46

41
6.44

311
6.64

4.83
8.32

1.69
3.96

2.02
414

2.25
4.16

161
3.94

11.45
48.25

7.13
17.42

11.05 |Cap’l Spending per sh
29.55 (Book Value per sh

320.00 | 319.68 | 301.65

319.70

319.51 | 309.52 | 307.45 | 249.46 233.81 | 229.44 | 249.46

237.85 | 242.07 244.00 |Common Shs Outst'g © | 245.00

2.93
8%

204
1.24
8%

237
1.40
6%

22.9
150

1.0% 6%

243
163
6%

123
63
4%

474
2.59
4%

112
64
A%

29.2
183
5%

21.2
1.57
6%

NMF
NMF
6%

144
82
6%

15.0
1.00
A%

118
62
A%

10.9
58
3%

res are |Avg Ann’l P/E Ratio
Line |Relative PIE Ratio
Ales | avg An'l Div'd Yield

Bold fig
Value|
estim

LT Debt $768.4 mill.

(Total interest coverage: over 25x)

Pfd Stock $99.2 mill.

CAPITAL STRUCTURE as of 6/30/06
Total Debt $892.5 mill. Due in 5 Yrs $511.1 mill.
LT Interest $52.0 mill.

Leases, Uncapitalized: Annual Rentals $166 mill.
Pension Assets-12/05 $5.3 mill. Oblig. $6.4 mill.

(13% of Cap’l)

Pfd Div'd $7.4 mill.
(2% of Cap’l)

Common Stock 242,609,724 shs.

as of 7/25/06

MARKET CAP: $15.3 billion (Large Cap)

1489.9
71.6%

1557.9
63.5%

1095.0
48.9%

1744.7
65.3%

730.7
69.6%

783.5
71.2%

769.2
66.6%

801.4
59.7%

5100
68.0%

3620.2
73.4%

4050
69.0%

4500
66.5%

2271.2
65.3%

Sales ($mill)
Operating Margin

370.0
396.9

392.4
385.7

398.0
92.6

4418
426.4

251.3
140.0

278.2
122.0

315.1
56.2

459.9
195.2

990
1605

504.4
571.0

654.3
12715

740
1410

775
1475

Depreciation ($mill)
Net Profit ($mill)

37.3%
26.6%

30.3%
24.8%

24.8%
8.5%

34.8%
24.4%

26.7%
19.2%

25.4%
15.6%

6.8%

7.3% | 24.4%

35.0%
31.5%

35.7%
35.1%

32.0%
34.8%

33.0%
32.8%

Income Tax Rate
Net Profit Margin

32.6%
25.4%

247
859.0
1380.9

a38.5
856.0
1652.7

118.4
1145.1
1672.4

a80.5
1108.9
22234

85
466.1
1265.1

d9.0
7413
1281.1

d16.2
11428
1280.3

d18.1
990.3
1129.6

d45.4
1077.6
2945.4

730
500
11825

391.2
859.0
4316.3

440
740
5730

620
650
7215

Working Cap’l ($mill)
Long-Term Debt ($mill)
Shr. Equity ($mill)

19.0%
28.7%

16.4%
23.3%

4.4%
5.5%

13.8%
19.2%

8.5%
11.1%

6.7%
9.5%

3.3%
4.4%

10.7%
17.3%

13.0%
13.5%

15.1%
19.6%

25.1%
29.5%

22.0%
24.5%

19.0%
20.5%

Return on Total Cap'l
Return on Shr. Equity

Other

Other

CURRENT POSITION
SMILL

Cash_Aséets
Receivables
Inventory (Avg Cst)

Current Assets
Accts Payable
Debt Due

Current Liab.

2004

21.0
447.7
40.0
78.1

2005

643.8
762.2
63.2
94.0

6/30/06

9.6% | 8.0% | 2.9% | 18.0% | 30.0% | 23.7% | 4.2% | 19.0%
14% | 16% | 33% 9% % % | 31% %

18.9% | 29.1% | 23.5% | 19.5% [Retained to Com Eq 13.0%
% 3% 4% 5% |All Div'ds to Net Prof 6%

759.1
597.6

98.4
143.6

586.8
424.6

207.6

1563.2
679.5
126.1
366.4

1598.7

BUSINESS: EOG Resources, formerly Enron Oil & Gas, engages
in the exploration, development, and production of natural gas and
crude oil. It utilizes producing basins primarily in the United States,
Canada, and Trinidad & Tobago. It also negotiates short- and long-
term sales contracts with third-party producers. In '05, the compa-
ny's total net proved reserves were 6.2 trillion cubic feet equivalent,

and net proved crude oil and natural gas liquid reserves were 106.2
million barrels. Has about 1,400 employees. Officers and directors
own approximately 1.2% of out. comm. stock; Davis Selected
Advrs. owns 9.9% of com. shs. (3/06 Proxy). Chrmn. & CEO: Mark
Papa. Pres.: Edmund Segner. Inc.: DE. Addr.: 333 Clay St., Hous-
ton, TX 77002. Tel.: (713) 651-7000. Web: www.eogresources.com.

632.2 1172.0

Sales

ANNUAL RATES  Past
of change (per sh)

“Cash Flow”
Earnings
Dividends
Book Value

Past Est'd
5Yrs.  to’
21.0%
17.5%
31.0%
7.0% 14.0%
14.0% 23.0%

10 Yrs.
18.5%
16.0%

'03-'05
09-'11
12.0%
12.5%
13.0%
19.5%
25.0%

Cal-
endar

QUARTERLY SALES ($ mill.)
Mar.31 Jun. 30 Sep.30 Dec. 31

Full
Year

2003
2004
2005
2006
2007

4647 4248 4587 3965
4643 5190 5942 6937
688.2 7839 9344 12137
9775 8281 1000 12444
1100 1000 1050 1350

17447
22712
3620.2
4050
4500

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun. 30 Sep.30 Dec. 31

Full
Year

2003
2004
2005
2006
2007

.60 A7 40 .36
.53 52 .56 81
.86 98 140 197
153 116 130 176
145 120 140 195

1.83
2.42
521
5.75
6.00

Cal-
endar

QUARTERLY DIVIDENDS PAID &
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2002
2003
2004
2005
2006

.02 02 02 .02
.02 02 025 .025
.03 .03 03 .03
.03 .04 04 04

04 .06 .06

.08
09
A2
15

EOG Resources reported encouraging
results in the second quarter. Earnings
per share came in at $1.16, an increase of
18% over last year’s tally. For the first six
months of the year, the company achieved
over 10% internal growth in natural gas
and natural gas liquids production, helped
by strength in the Fort Worth Barnett
Shale play as well as the Rocky Mountain
operation. This solid performance should
continue for the remainder of the year. We
project sales and earnings per share will
advance by roughly 12% and 10%, respec-
tively, for 2006.

From 2007 to the end of the decade,
we expect growth to continue, albeit
at a more moderate pace. As a result of
increased industrywide drilling activity,
production advances should be largely off-
set by lower natural gas price realizations.
Corporate returns will likely decline as
growth in shareholders’ equity should out-
pace incremental earnings. Net profit mar-
gins should narrow, as well. On the bright
side, we anticipate lower long-term debt in
the coming years, unless a promising ac-
quisition were to come along.

EOG Resources enjoys bright pros-

pects in the Barnett Shale, where es-
timates of recoverable natural gas have in-
creased significantly over the past few
years. The company is currently operating
15 rigs in central Texas. Eleven of these
rigs are located in Johnson County, where
EOG has reaped aftertax returns of rough-
ly 90% in recent times. The company ex-
pects to drill roughly 225 wells at the
Barnett Shale in the current year and ap-
proximately double that figure in 2007. We
are optimistic about Barnett, as strength
on this front could augment EOG’s bottom
line for years to come. In addition, the
company will continue to look for other
drilling areas with significant reserve
potential.

Shares of EOG Resources are not a
standout for the months ahead, given
lower natural gas prices lately, and is
ranked 3 (Average) for Timeliness. Patient
investors might find this issue somewhat
more attractive, however. We project mod-
est growth in sales and earnings for the
pull to late decade. The stock appears to
have worthwhile total return potential for
this period.

Michael F. Napoli September 15, 2006

(A) Primary earnings through 1996, diluted
thereafter. i i
(losses): '00, 6¢; '01, 11¢; '02, (14¢); '03,

Excludes  nonrecurring

gains

(12¢); 04, 16¢; '05, (8¢). Next earnings report
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due early November.
(B) Dividends historically paid late January,
April, July, and October.

(C) In millions, adjusted for stock splits.

Company’s Financial Strength
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Price Growth Persistence
Earnings Predictability
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RECENT 31 70 PIE 15 3 Trailing: 16.5'}| RELATIVE 0 89 DIVD 0 50/
. NYSE-EFX PRICE . RATIO O \Median: 20.0/| PIE RATIO YLD 070
TMELNESS 4 weeozins | OV B38) 397 2 568| 33| 55| Be| fs| Te| Be| Po| B3 Target Price Range
SAFETY 3 Lowered 6/24/94 LEGENDS G 120
3 i o %eselgﬁve%lsge':sl?gn%ﬁh F 100
TECHNICAL Raised 8/25/06 Sior1 it 2o g 80
BETA 1.05 (1.00 = Market) Options: Yes 64
2009-11 PROJECTIONS haded area indicates recession
Ann’l Total T N B EEEEEE EEEEE 48
Price  Gain Return il .I|Iu,l 0 - 1 I 32
High 65 (+105%) 20% LA I f — it te
o 2 (05 %% SThS e AL TN TPHL AT NP PO 2
Insider Decisions s T i fe* e S S “ I “' 20
ONDJFMAMJ R o 16
By 000000000y S AR . 12
Options 11 1021510][" ° A T SR Y
sl 121001010 T % TOT. RETURN 7/06 |8
Institutional Decisions THIS  VLARITH.
302005 4Q05 Q2006 | percent 12 STOCK  INDEX
3 3 2 s | ) 1yr. -10.9 3.0
Nl Tah 13 Teg|Shares 8 o | PR TPRRINI T P WYL T T 3y 404 523 [
HIds(000) 101455 101265 100441 1P T e IIIII||IIII L i Sy 391  59.2
19901991 (199219931994 [ 1995 [ 1996 [ 1997 [ 1998 | 1999 2001 [2002 2003 [ 2004 | 2005 | 2006 | 2007 | ©VALUE LINEPUB,, INC. | 09-11
6.64 6.66 7.48 781 897 | 1054 | 11.96 916 | 1158 | 13.23 14.47 8.36 8.17 9.23 9.84 | 1092 | 12.25| 12.90 |Revenues persh A 15.60
.83 .67 .92 .96 118 1.46 1.74 1.76 2.12 2.55 2.77 1.90 2.00 224 2.29 2.38 2.80 3.00 | “Cash Flow” per sh 3.75
.50 33 52 .63 81 98 1.22 1.26 1.34 155 1.68 1.09 1.38 148 1.62 1.80 2.02 2.20 |Earnings per sh B 2.90
.24 .26 .26 .28 31 32 33 .35 .35 .36 37 23 .08 .08 11 15 .16 .16 |Div'ds Decl'd per sh C= .20
.36 19 34 .35 20 .38 .66 58 .85 .90 81 10 .09 A1 13 13 15 .15 [Cap'l Spending per sh 15
2.30 2.13 1.70 1.63 228 230 281 234 2.62 161 2.82 1.79 1.63 2.80 4.05 6.20 8.40 | 10.40 |Book Value per sh P 17.50
162.44 | 164.29 | 151.55 | 155.82 | 158.59 | 153.96 | 151.43 | 149.16 | 140.04 | 134.00 | 135.84 | 136.20 | 135.70 | 132.70 | 129.40 | 132.20 | 126.00 | 127.00 |Common Shs Outst'g & | 130.00
171 26.3 16.3 175 16.8 17.9 20.7 252 28.1 20.7 15.6 217 18.3 155 158 18.7 | Bold figyres are |Avg Ann’l P/E Ratio 19.0
127 1.68 99 1.03 1.10 1.20 1.30 1.45 1.46 118 1.01 111 1.00 88 83 .98 ValuejLine Relative P/E Ratio 125
28% | 30%| 31% | 25% | 22% | 18% | 13% | 11% | 9% | 11% | 14% | 1.0% | 3% | .3% A% | 4% | UM |Avg Annl Divd Yield 4%
CAPITAL STRUCTURE as of 6/30/06 ] 1811.2 | 1366.1 | 1621.0 | 1772.7 | 1965.9 | 1139.0 | 1109.3 | 1225.4 | 1272.8 | 1443.4 | 1545 | 1640 |Revenues ($mill) A 2025
Total Debt $529.4 mill. Duein5Yrs $385.1 mill. | 22106 | 29.4% | 29.0% | 30.5% | 30.7% | 36.9% | 38.9% | 35.7% | 36.1% | 34.9% | 36.5% | 36.5% |Operating Margin 37.5%
LT Debt $433.8 mill. LT Interest $35.0 mill 850 | 771| 1038 | 1253 | 1488 | 1062 | 805 | 953 | 8LL1| 822 950| 100 |Depreciation (mill) 110
(LT int. earmedt: 15.2¢ total int. coverage: 121 | 4776 | 155 | 1934 | 2159 | 2280 | 1523 | 1013 | 2018 | 2158 | 2323| 260 | 280 |Net Profit (smill 375
35% of Cap'l - - - : - - - - - -
Leases, Uncapitalized Annual rental(s $107,4 milll). ) 415% | 42.6% | 40.9% | 41.0% | 40.8% | 42.1% | 39.3% | 35.7% | 38.5% | 38.3% | 40.0% | 40.0% |Income Tax Rate 40.0%
Pension Assets-12/06 $579.3 mill. 9.8% | 13.6% | 11.9% | 12.2% | 11.6% | 13.4% | 17.2% | 16.5% | 17.0% | 16.1% | 16.9% | 17.0% |Net Profit Margin 18.6%
Pension Oblig. $529.4 mill. [ 623 | 733 | 1012 | 1046 | 1787 | 821 |d142.3 | d68.9 | d157.3 | d141| 305| 650 |Working Cap'l ($mill) 1860
Pfd Stock None 306.0 | 3393 | 869.5 | 9337 | 9936 | 693.6 | 690.6 | 663.0 | 3985 | 4650 | 465 | 465 |Long-Term Debt ($mill) 465
Common Stock 126,629,022 shs. ) .
4249 | 3494 | 3665 | 2156 | 3836 | 2435 | 2210 | 3715 | 5236 | 820.0 | 1060 | 1320 |Shr. Equity ($mill) 2275
(Excl. 4,600,000 shs. held by employee benefit 25.6% | 28.4% | 17.3% | 21.4% | 19.0% | 18.5% | 23.1% | 21.3% | 24.6% | 19.0% | 18.0% | 16.5% [Return on Total Cap'l 14.5%
trusts, not counted in earnings per. sh. calc.) 41.8% | 53.1% | 52.8% |100.1% | 59.4% | 62.5% | 86.6% | 54.3% | 41.2% | 28.3% | 24.5% | 21.0% |Return on Shr. Equity 16.5%
MARKET CAP: $4.0 billion (Mid-Cap) 30.1% | 38.2% | 38.6% | 76.0% | 45.8% | 49.3% | 81.4% | 51.3% | 38.3% | 25.9% | 22.5% | 19.5% |Retained to Com Eq 15.5%
CUR$I$WI|ELI\ET POSITION 2004 2005 6/30/06 | 28% | 28% | 27% | 24% | 23% | 21% 6% 6% % % 8% 7% |All Div'ds to Net Prof %
Cash Assets 52.1 375 48.2 | BUSINESS: Equifax Inc. enables and secures global commerce stockholders received one share of Certegy common stock for
Receivables 1951 216.0  239.0 | through its information management, consumer credit, marketing every two shares of EFX stock owned). Has about 4,600 employ-
8ther A zggg 2;82 3332 services, business information, authentication, and e-commerce ees. Barclays Global owns 7.1% of common stock; off./dir., 1.8%
urrent Assets : : > | businesses. Acquired Naviant, 8/02. Insurance Services group (3/06 Proxy). Chairman/CEO: Richard Smith. Inc.. GA. Address:
Accts Payable 9.7 59 16.8 | spun off, 8/97 (Equifax stkhidrs. received %10 sh. of ChoicePoint per 1550 Peachtree Street, N.W. Atlanta, Georgia 30309. Telephone:
Debt Due 255.7 923 95.6 | sh. of EFX). Payment Services division spun off, 7/01 (Equifax 404-885-8000. Internet: www.equifax.com.
8$ferm Liab igé'g ;gi'g g?g'é Equifax should benefit from decent ny's database of consumers’ credit activity
_ - _ —{ market fundamentals. The economy to identify cross-selling opportunities for
ANNUAL RATES ~ Past  Past Est'd '03-'05| may be slowing, but it appears to be an or- large financial corporations, should contin-
ofchange (persh) - 10¥rs, - SYis, 10091 | Gerly slowdown, which still presents a rel- ue to be a large contributor to growth. A
;Cash Flow” %g? 155,%, 1%8?(/0 atively good backdrop for EFX's earnings slimmed-down version of TargetPoint is in
arnings .5% 5% .0% X i i i . i -
ovdeies 1B 2l 0o | GO O et from  dressabls sustomer base to ielude smalier
- high gas prices and interest rates, demand financial institutions and regional banks.
Cal- | QUARTERLYREVENUES(Smill)A | Full | for sales-generation solutions, like those The Latin America operation is grow-
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | stfered by EFX, should rise. Risk assess- ing appreciably. Although still a rela-
2003 |301.6 3170 3098 2970 |12254| ment products that weed out un- tively small unit, growth here has been
2004 13033 3189 3230 3276 |12728 | (ersjrables also stand to do well. impressive. Receipts rose by 26%, to $38.5
%ggg 3‘71'[313 gg%‘ %23 ggég %gﬁﬂ' Expansion prospects at Information million, in the recent June quartér, versus
2007 305 415 420 410 |iea0 | Services (I1S) are good. Although rising the year-ago period. We look for good
5 interest rates have hurt the mortgage- growth in the years to come as the busi-
iji" M 3'51ARJN'NGSSOPE§SH§§ED al Full | related business, strength in other areas ness transitions from a simple credit
endar | Mar3l Jun.s) oep.s0 DeC.S1] Year | 56 more than offset this shortfall. Inter- bureau to more of a solutions provider.
%002 33 2(15 32 ?12 %42 Connect is gaining traction and should EFX stock is untimely. Interested inves-
2885 ‘313 5 W7 16 1'20 boost IS's enabling technologies. The tors should hold off on a purchase for now.
2006 48 51 51 50 | 22| response among customers has so far been Warren Thorpe September 8, 2006
2007 '53 '55 '57 '55 2'20 encouraging_ New predictive analytic soft- Revenues (and percentage of total) by Business Line
.UARTERL‘Y DIVIDENDS PAIDC‘ — ware products should help drive expansion 0 05 0 o
ca- | Q .| FUll here, too. Demand at this segment should iomaionscs 771 ee3pen  esE) 0K
endar |Mar.31 Jun30 Sep.30 Dec.3l| Year| jyjjq a5 additional projects are released. lakemScs — Bi0m)  mei(sy i) #(m)
2002 | .02 02 02 02 08 ; imali Personal Svcs. 9.1 (8%) 1147 (8%) 131 (9%) 145 (9%)
2003 02 02 02 02 08 —ll—/lhaelrlieatr;?’l;ursrgrllflliy(:ég Ightgglrélpgg?letinue EFX Latin Amer. 142.0 (11%) 142.0 (10%) 145(9“/2) 150 (9%)
: : : : : EFX Europe 915 (1%) 1267 (9%) 145 (9%) 165 (10%)
2004 | .02 .03 .03 .03 A1 F :
2005 | 03 04 04 04 15 to experience good growth. TargetPoint ... o 12728(100%) 14434 (100%)  1545(100%) 1640 (100%)
2006 | 04 04 ’ ' ) and Decision Power, which use the compa-
(A) Telecredit incl. since '90. (B) Dil. egs. Excl. | (10¢). Next egs. rpt. due late Oct. Egs. may not | (D) Incl. intang. In '05: $886.2 mill., $6.70/sh. Company’s Financial Strength B++
n/r gain/(loss): '90, (20¢); '91, (60¢); '93, (41¢); | sum due to chng. in shrs. outstanding. (E) In mill., adj. for splts. Stock’s Price Stability 80
'97, (2¢); '01, (25¢); '03, (17¢); '04, (14¢); 05, | (C) Dividends historically paid in mid-Mar., (F) ChoicePoint spun off, 8/97; excl. as of 1/97. | Price Growth Persistence 45
6¢. Excl. disc. g/(l): '01, 4¢; '02, (10¢); '03, June, Sept., Dec. = Div'd reinvest. plan avail. | (G) Certegy spin off, 7/01; excl. as of 1/01. Earnings Predictability 80
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ESCO TECHNOLOG'ES RECENT 52 37 PIE 31 7(Trai|jng:41.6 RELATIVE 1 82 DIVD Nl
NYSE ESE PRICE . RATIO . | \Median: 16.0/| PIE RATIO YLD |
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TECHNICAL 2 Lowered 72106 | ;- - Relaive Price Strengih 160
B 2f0rlspI|t 9/05 120
BETA .90 (1.00 = Market) Optons: Yes [ 1 1 T 1 T T Jeeeeedeeee- 100
2009-11 PROJECTIONS haded area indicates recession e 80
Ann’| Total ‘*'” S
Price  Gain  Return m e 1 60
High 110 (+110%3 21% {Hlippter ey 50
Low (+45%) 10% ot JI —* 40
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SONDJFMAM "
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Institutional Decisions || | . THIS  VLARITH.
gy O A1 | porenc 30 ol "“I:I II':IInI-| - AN by, S e L
toSel 77 8o 7a|oares 20T T P Y Y Y T O O 14 P 3y 1430 639 [
HAS) 22974 23534 24083 oo T st T I TR Syr. 2546 597
1990|1991 199219931994 [ 1995[ 1996 [ 1997 | 1998 [ 1999 [ 2000 |2 2002 | 2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUE LINEPUB,, INC. | 09-11
2410 | 2154| 18.08| 21.07| 2057 | 20.04| 1851 | 1517 | 1471 | 1681 | 1223 | 13.88 | 14.66 | 1546 | 1637 | 16.79 | 17.80 | 23.35 |Sales persh A 36.65
152 | d2.07 93 1.15 .95 31 1.04 1.05 1.16 1.04 1.15 131 1.36 181 197 2.18 1.75 3.35 |“Cash Flow” per sh 5.45
56 | d3.02 .06 24 .36 d.33 48 48 45 .34 .56 .68 84 1.26 1.46 1.66 1.15 2.65 |Earnings per sh AB 4.45
.- - - - - 150 .- .- - .- .- .- .- .- - Nil | Nil |Divids Decl'd per sh Nil
.79 45 50 45 44 51 .36 42 52 33 42 A48 53 55 47 .67 .60 .70 [Cap’l Spending per sh .95
2161 | 1746 17.40 7.98 8.13 8.28 8.07 8.21 9.03 | 10.05 | 1057 | 1156 | 1222 | 1073 | 1193 | 12.95| 1410 | 17.05 Book Value persh € 28.95
2233 | 2233| 2247 21.82| 2304 | 2201| 2370 | 24.96 | 24.82 | 2476 | 2454 | 2485 | 25.07 | 25.66 | 25.78 | 2556 | 25.85 | 26.10 |Common Shs Outst'g O | 26.75
54 - NMF 179 14.8 - 11.6 12.3 189 16.2 139 174 19.6 154 17.0 25.6 | Bold figyres are |Avg Ann’l P/E Ratio 210
40 NMF 1.06 97 73 71 .98 .92 .90 89 1.07 88 .90 1.34 ValuejLine Relative P/E Ratio 1.40
-- -- - -- 27.0% -- -- - - - -- -- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 3/31/06 4385 | 3785 | 3651 | 416.1 | 300.2 | 3449 | 3675 | 396.7 | 4221 | 429.1 460 610 |Sales ($mill) 980
3.4% | 11.1% | 12.8% | 10.1% | 13.4% | 12.2% | 13.3% | 17.1% | 17.5% | 17.3% | 14.0% | 21.0% |Operating Margin 22.0%
Total Debt None 135| 144 175] 170 142 151 124 135| 119 122 150 17.0 [Depreciation ($mill) 24.0
11.1 118 113 8.7 14.1 174 218 329 38.8 435 30.5 71.0 [Net Profit ($mill) 120
Leases, Uncapitalized: Annual rentals $5.4 mill. --| 33.9% | 30.9% | 36.4% | 31.4% -- | 37.1% | 35.7% | 37.2% | 31.9% | 42.0% | 38.0% |Income Tax Rate 38.0%
Pension Assets-9/05 $32.7 mill. Oblig. $50.2 mill. 25% | 31% | 31% | 21% | 47% | 50% | 59% | 83% 9.2% | 10.1% | 6.6% | 11.6% |Net Profit Margin 12.2%
86.2 62.3 60.3 95.4 55.7 873 | 1126 | 1205 | 1652 | 2022 125 200 |Working Cap'l ($mill) 530
Preferred Stock None 114 50.0 50.1 419 6 8.3 8.3 5 4 - Nil Nil [Long-Term Debt ($mill) Nil
Common Stock 25,790,112 shares 1911 | 2050 | 2241 | 2487 | 2504 | 287.3 | 3063 | 2754 | 307.6 | 3310 | 365| 445 |Shr. Equity ($mill) 775
as of 4/30/06 6.5% | 57% | 55% | 4.1% | 55% | 59% | 7.0% | 11.9% | 12.6% | 13.2% | 8.5% | 16.0% |Return on Total Cap'l 15.5%
58% | 58% | 50% | 35% | 54% | 6.1% | 7.1% |12.0% | 12.6% | 13.2% | 85% | 16.0% |Return on Shr. Equity 15.5%
MARKET CAP: $1.4 billion (Mid Cap) NMF | 58% | 50% | 35% | 54% | 6.1% | 7.1% | 12.0% | 12.6% | 13.2% | 8.5% | 16.0% |Retained to Com Eq 15.5%
CUR$I$WI|ELI\ET POSITION 2004 2005 3/31/06 NMF -- -- -- -- -- -- -- -- - Nil Nil |All Div'ds to Net Prof Nil
Cash Assets 72.3 1045 20.9 | BUSINESS: ESCO Technologies, Inc. produces engineered prod- 2005 depreciation rate: 9.6%. Has about 2,365 employees. Officers
Receivables 777 68.8 81.5 | ycts and systems for industrial and commercial applications sold to & directors own 4.1% of common stock; Columbia Wanger Asset
Ion%eenrtory (FIFO) 3‘9‘2 jg? 451%3 customers world-wide. Operates in three industry segments: Fil- Management, 14.3% (12/05 Proxy). Chrmn. & CEO: Victor L.
Current Assets 233:5 265:0 198:1 tration/Fluid Flow (40% of ‘05 sales), Communications (32%), and  Richey, Jr. Pres. & COO: Charles J. Kretschmer. Inc.: Missouri. Ad-
Accts Payable 325 293 435 | Test (28%). The company is engaged in the research, develop- dress: 9900A Calyton Road, St. Louis, MO 63124. Telephone: 314-
Debt Dué 2 - ~- | ment, manufacture, sale, and support of its products and systems. 213-7200. Internet: www.escotechnologies.com.
85;;2“‘ Liab. gg:g gg:g gg:g ESCO Technologies is having a down million. The company should begin recog-
—— 1 year. In the most recently ended quarter, nizing orders this fall, after the utility ap-
AfN'G‘UAL RAThES 1535‘ 5P$St ES: ‘103,31'105 year-over-year share-earnings com- proves the final version of the software.
ofchenge (persh) 103, - sxis. 0% I | barisons were probably unfavorable, likely ESCO shares have wide 3- to 5-year
“Cash Flow” 95% 12.0% 18.5% down more than 20%. This ought to mark price appreciation potential, but we
Eiﬁ\llfi'&mgs 32.5%  26.5% 20-5,21/51 the fourth-straight quarter in which share think momentume-oriented investors
BoakValue 40% 35% 160% | Net failed to better the previous year's tal- should probably look elsewhere for now.
Fiscal VY = ly. The company is in the midst of a small Indeed, due to the grim share-earnings
Jscal | QUARTERLY SALES (§ mill) feli| pocket of softnéss, with operating margins outlook for fiscal 2006 and weak share-
Ends |Dec. 31 Mar. 31 Jun. 30 Sep.30| 'vear | pejng squeezed at the Communications price momentum of late, this stock is
2003 | 983 1020 908 1056 3967 segment. ESCO has also been focused on ranked 5 (Lowest) for relative price per-
2004 9.4 1022 1079 1156| 4221 integration activities related to the recent formance in the year ahead. We believe
5882 1832 %ggg %g?g %ggs iégl acquisition of Hexagram. Too, we think that patient, long-term investors may do
2007 | 120 145 155 170 | s10 | Management is positioning the company to well with this issue. Major utilities appear
Focal EARNINGS PER SHARE A8 Ful | compete for its first major automatic- poised to increase spending on advanced-
Year |noc a1 Mar3l Jun. 30 Sep. 30| Fiscal meter-reading (AMR) contract under the metering infrastructure in the coming
Ends : 51 Jun. P- | Year | newly consolidated AMR offering. All told, years, and ESCO seems well positioned to
2003 | 33 .34 26 33 126 fiscai 2006 (ends September 30th) will take advantage. With that, we look for
%88‘; % ‘318 3% ‘31; igg probably be a bit weaker than we pre- share earnings to improve by almost 20%
2006 08 28 26 23| 115 viously exp_ected, e}nd we have lowered our a year between fiscal 2007 and 2009-2011.
2007 ‘58 ‘52 57 78 | 25| share-earnings estimate by $0.15, to $1.15. Erik A. Antonson July 28, 2006
cal QUARTERLY DIVIDENDS PAID Full BuclI: we think th_at fiscal 'ngGf will |_||§e|y Sales (and Operating Margins*) by Business Line
N end up representing a period of transition. 2004 2005 2006 2007
endar |Mar.31 Jun.30 Sep30 Dec.3l. Vear Indeed, Filt JFluid 1739008%)  17L7(104%) 176(8.5%) 180(10.5%)
2002 A dramatic share-net gain appears to  Communiatons 1378253%)  1380255%)  157200%)  300(27.5%)
2003 NO CASH DIVIDENDS be on tap for fiscal 2007. ESCO has Test 110.4(7.6%) 119.4(7.6%) 127(8.5%) 130(8.5%)
%88@ PEING PAD been selected as -the AMR - vendor for Ei]fgfzney:e?:ﬁ‘tionandcor%%aﬂ}:xgﬁses R — e
2006 PG&E’'s AMR project worth about $525 p porete &xp
(A) Fiscal years end September 30th. Next | $0.50; '03 ($0.29); '04, ($0.04). Excludes | (C) Includes intangibles: In '05: $68.9 million, | Company’s Financial Strength B++
earnings report due early August. gains/(losses) from discontinued operations: | $2.70 a share. Stock’s Price Stability 65
(B) Excludes gains/(losses) from nonrecurring | '03, ($2.53); '04, ($0.08). Includes equity-based | (D) In millions, adjusted for split. Price Growth Persistence 95
and extraordinary: '99, $0.68; '00, $0.11; '01, | compensation expenses beginning in fiscal '06. Earnings Predictability 75
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RECENT PIE Trailing: 15.6'| RELATIVE DIVD
FAMILY DOLLAR wyse 500 R 2190 o 14.8 (e B 08617 LovIETE
THEUNESS 3 raeszuit | Mo 68| 70] 131) 224) 208] 28| a2l a7s| i1 7] 2] 270 Target Price Range
SAFETY 3 New77a0 LEGENDS, , 12
—— 13.0 x "Cash Flow” p sh
TECHNICAL 3 Lowered 7806 | ;- _Relaive Price Sirengin 100
3-for-2 split  8/97 80
BETA .90 (1.00 = Market) 2-for-1 ;pht 5/98 64
Options: Yes
2009-11 PROJ ECTlAaw’lsTotal haded area indicates recession | | | | | o | 0 0 ] | eeeeedeaaaa 48
igh Priée Gsa(i)ré Rzetgrn 'l |I'“III| ., L - | 0 |=====qe===- 32
o 39 G0 4% 2forl) T e A T 2
Insider Decisions AR L T PRITTPRNNN | Mt < W™ Te 20
SONDJFMAM |'|!|I|'l“ S AT NP i 16
By 010000000 Nl oo 12
Options 0 0 0 0 0 000 1 |||I. S S, e,
to Sell 100010001 il . . % TOT. RETURN 7/06 |8
Institutional Decisions 1 = THS  VLARITH.
00005 4Q2005 102006 | percent 18 Aimmphiell STOCK  INDEX
o Buy 131 120 119 | ghares 12 JhF N TG 1 T lyr.  -104 3.0
to Sell 141 153 144 | traded 6 It L m TR Y IR Y Y | T T A Y A YA TT T LA TR E A 3yr.  -37.0 523 |
Hid's(000) 152137 150658 154229 TR IR LT SRR R AR RRRREC ONRRRREC T RREREER DD RRRRERN Syr. 197 592
1990 | 1991|1992 | 1993 | 1994 | 1995 96 (1997 {1998 [ 1999 | 2000 | 2001 [2002 [2003 [ 2004 [ 2005 | 2006 | 2007 | ©VALUE LINEPUB., INC. | 09-11
5.25 591 6.89 7.67 841 9.09| 1006 | 11.62 | 1372 | 1593 | 1831 | 21.31 | 2420 | 2758 | 31.55 | 3525| 42.25| 47.40 |Sales persh A 62.00
.25 32 42 48 48 41 50 .60 80 1.06 132 1.50 171 1.95 2.15 2.01 2.30 2.55 |“Cash Flow"per sh 3.50
17 24 .33 .38 37 34 .36 44 .60 81 1.00 1.10 1.25 143 153 131 142 1.60 [Earnings per sh B 2.25
07 07 .08 .10 11 13 14 16 18 .20 22 24 .26 29 33 37 42 44 |Div'ds Decl'd per sh © 46
118 1.36 1.62 191 2.18 2.40 2.61 291 3.36 4.00 4.66 5.57 6.71 761 8.13 8.64 8.80 9.85 [Book Value per sh 14.30
166.46 | 167.28 | 168.11 | 169.05 | 169.76 | 170.23 | 170.51 | 171.70 | 172.20 | 172.75 | 171.13 | 172.04 | 172.04 | 172.21 | 167.40 | 165.26 | 151.50 | 151.00 |Common Shs Outst'g D | 150.00
114 11.6 16.3 16.7 141 12.7 14.6 17.8 265 254 18.6 218 25.1 225 22.7 21.5 | Bold figyres are |Avg Ann’| P/E Ratio 19.0
.85 74 .99 .99 .92 85 91 1.03 1.38 145 121 112 1.37 1.28 1.20 114 ValuefLine Relative P/E Ratio 125
33% | 26%| 15% | 15% | 21% | 3.0%| 27% | 20% | 11% | 9% | 1.2% | 10% | 8% | 9% | 9% | 13% | =" |AvgAnnlDivid Yield 1.1%
CAPITAL STRUCTURE as of 5/27/06 17146 | 1995.0 | 2361.9 | 2751.2 | 3132.6 | 3665.4 | 4162.7 | 4750.2 | 5281.9 | 5824.8 | 6400 | 7100 |Sales ($mill) A 9300
) ) ) 34.0% | 33.8% | 34.2% | 33.4% | 35.4% | 35.3% | 35.4% | 35.6% | 35.7% | 34.9% | 34.5% | 34.5% |Gross Margin 34.5%
[.‘}tg'e'gfg‘gg%oﬁ"?‘”'- E#fn'tgfe;’;-l’g'g - 72% | 75% | 85% | 97% | 104% | 10.0% | 10.1% |101% | 97% | 7.9% | 7.5% | 7.5% |Operating Margin 8.0%
’ ' (17% of Cab’l) ’ 2581 | 2820 | 3017 | 3324 | 3689 | 4141 | 4616 | 5027 | 5466 | 5898 | 6185 | 6575 |Number of Stores 7850
Leases, Uncapitalized Annual rentals $239.5 mill. 60.6 747 | 1033 | 1401 | 1720 | 1895 | 2169 | 2475 262.7 | 2175 215 245 |Net Profit ($m|II) 340
38.7% | 38.5% | 37.8% | 37.1% | 36.5% | 36.5% | 36.5% | 36.5% | 36.6% | 36.5% | 36.5% | 36.5% |Income Tax Rate 36.5%
No Defined Benefit Pension Plan 35% | 37% | 44% | 51% | 55% | 52% | 52% | 52% | 5.0% | 3.7% | 34% | 35% |NetProfit Margin 3.7%
Pfd Stock None 2737 | 2835 3033 | 3414 | 3387 | 4170 | 5251 | 561.2 | 5117 | 460.2 450 425 | Working Cap’l ($mill) 350
- - - - - - - - - -] 250 | 250 |Long-Term Debt ($mill) 250
Common Stock 151,634,254 shs. 4450 | 5002 | 5782 | 690.7 | 798.0 | 959.0 | 1154.9 | 1311.0 | 1360.4 | 1428.1 | 1330 | 1490 |Shr. Equity ($mill) 2145
as of 6/23/06 13.6% | 14.9% | 17.9% | 20.3% | 21.6% | 19.8% | 18.8% | 18.9% | 19.3% | 15.2% | 14.0% | 14.5% |Return on Total Cap'l 14.5%
. ) 13.6% | 14.9% | 17.9% | 20.3% | 21.6% | 19.8% | 18.8% | 18.9% | 19.3% | 15.2% | 16.5% | 16.5% |Return on Shr. Equity 16.0%
MARKET CAP: $3.3 billion (Mid Cap) 83% | 9.6% | 12.8% | 155% | 17.0% | 156% | 15.0% | 15.2% | 15.3% | 11.0% | 11.0% | 12.0% |Retained to Com Eq 12.5%
CU%'?\/IIIEL’\I{T POSITION 2004 2005 5/27/06 | 399 | 36% | 28% | 23% | 21% | 21% | 20% | 19% | 21% | 28% | 31% | 28% |AllDiv'ds to Net Prof 20%
Cash Assets 1496  105.2 69.7 | BUSINESS: Family Dollar Stores, Inc. is a self-service discount made up the remainder. Most goods under $10. Typical store size:
mt\e/gilt\tl)?;)le(lSZIFO) 0801 10908 10282 | Store chain located principally in rural areas/small towns. The com- 7,500 sq. ft-9,500 sq. ft. Has 42,000 empl. Off./dir. own 7.7% of
Other 956 158.8 283.6 | pany operates 5898 units in 44 states (as of 8/27/05). Distribution  stock; Bank of America, 9.8%; T. Rowe Price, 7.7% (11/05 Proxy).
Current Assets 1225.3 1354.8 13815 | centers located in AR, VA, OK, KY, IA, TX, FL. Hardline mer- Chrm. & CEO: Howard R. Levine. Pres.: R. David Alexander. Inc.:
Accts Payable 476.1 574.8 499.3 | chandise (electronics, paper items, detergents, etc.) accounted for DE. Address: P.O. Box 1017, Charlotte, NC 28201. Telephone:
CD)tef?t Due 237-5- 319-é 427-1- 78.8% of 2005 sales. Softline goods (clothing, shoes, towels, etc.) 704-847-6961. Internet: www.familydollar.com.
Curreerm Liab. 7136 8946 9264 | Family Dollar wants to keep the ball where competition is limited, we believe
———— rolling. In the last few years, it’s installed that the company can raise prices on select
OAfthg’:L(pth)Es 13%?; ;?fst Estt0q08§£105 refrigerators in stores, improved its hiring goods, while still maintaining its value im-
Sales 14.0% 145% 12.0% and training programs, and upgraded its age. Zone pricing is currently employed in
“Cash Flow” 15.5%  14.0%  9.5% security and IT systems. These efforts a limited number of stores and on just a
Earninge o 12006 8% | have gone a long way to strengthen opera- few SKUs, but it will be expanded in 2007.
Book Value 14.0% 150% 10.0% tions, as evidenced by the company's Meanwhile, unit growth in fiscal 2006
Fiscal | QUARTERLY SALES (S mill) A Fan | recent financial and operational results. will fall short of the initial plan. The
gﬁgg Nov.Per Feb.Per May Per Aug.Per F\i(seg?l Indeed, in the fiscal third quarter (ended company will open 350 new stores, which
2003 11086 12562 11769 12085 14750.2 May 27th) comparable-store sales were equates to square-footage growth of 5%,
2004 12447 14028 13102 13242 |5081.9 solid, employee and manager retention versus an original target of 400 to 500 last
2005 13803 15868 14280 1429.7 58248 | Was improved, merchandise shrinkage was year. Importantly, management expects
2006 f5115 17357 1569.5 15833 |g400 | contained, and inventory levels were well this slowdown to be temporary and
2007 11650 1950 1745 1755 |7100 | controlled. Moreover, we expect these posi- reiterated its dedication to achieving
Fiscal EARNINGS PER SHARE A B Fan | tive trends to remain in place over the re- square-footage growth of between 8% and
gﬁgg Nov.Per Feb.Per May Per Aug.Per F\i(zg?l mainder of 2006 and into next year, as 10%, though we think 6%-7% is more like-
2003 3 0 0 %8 | 143 Family Dollar embarks on a few more in- ly in 2007. )
2004 37 47 13 6 | 153| itiatives. First, the company is expand- This issue ought to appeal to inves-
2005 33 48 3 18 | 131| ing its food assortment. Most of the tors with an eye toward 2009-2011.
2006 | 32 53 37 20 | 142]| items currently sold are household basics High-single-digit square-footage growth,
2007 38 60 .40 22| 160| (e.9., milk, juice, eggs). Also, a more ag- combined with good comparable-store
Cal- QUARTERLY DIVIDENDS PAID © ull gressive stance is being taken with sales gains and modest margin expansion,
endar |Mar3l Jun.30 Sep.30 Dec3l| vear | F€Q@rd to marking down merchandise. ought to lead to meaningful share-price
2002 0% 065 065 065 % By taking price cuts early, the company appreciation potential by decade’s end. For
2003 065 075 075 075| 9| should be able to better control inventory the coming six to 12 months, Family Dol-
2004 075 085 085 o085 33| levels, as well as improve in-store presen- lar stock is ranked to perform in line with
2005 | 085 095 095 .095| 37| tation. Lastly, Family Dollar is stepping the broader market averages.
2006 095 105 up its use of zone pricing. In markets Deborah Y. Fung August 11, 2006

(A) Fiscal year ends last Saturday in August.

Same-store sales gain: ‘00, 5.2%; '01, 4.1%;
'02, 5.8%; '03, 3.8%; '04, 1.9%; '05, 2.3%.

(B) Diluted earnings. Primary earnings through | January, April, July, and October.
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fiscal 1997. Next egs. report due late Septem- | (D) In millions, adjusted for stock splits. Company’s Financial Strength A
ber. Stock’s Price Stability 60
(C) Dividends historically paid in the middle of Price Growth Persistence 75

Earnings Predictability 85
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Cash Assets 868 248 241
Receivables 3418 2522 2300
Inventory (LIFO) 3120 5459 5432
Other 104 1916 2529
Current Assets 7510 10145 10502
Accts Payable 2707 5246 5154
Debt Due 1242 1323 1346
Other 352 1021 1049
Current Liab. 4301 7590 7549

BUSINESS: Federated Department Stores operates about 880 de-
partment stores, 50 furniture outlets and 15 clearance units in 47
states, the District of Columbia, and Puerto Rico. It plans to divest
Lord & Taylor (55 stores) and the Bridal Group, which were in-
cluded in the 8/30/05 acquisition of May Department Stores. Main
nameplates are Macy's (two divisions), Bloomingdale's, and Mar-

shall Fields. MF and five regional May chains will become part of
Macy's or Bloomingdales in 2006. Acquired Macy’s in 12/94. Pri-
vate-label and “exclusive” goods account for 23% of sales. Has
about 232,000 employees. Off./Dir. own 1.5% of stock (4/06 Proxy).
Chrmn. & CEO: Terry Lundgren. Inc. DE. Addr.: 7 W. Seventh St.,
Cincinnati, OH 45202. Tel.: 513-579-7000. Net: Federated-fds.com.
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FEDERATED DEPT weers o 34170 16.7Cam 35 09778 1%t |
High: 15.1 18.5 24.4 28.1 285 26.9 25.0 221 253 29.1 39.0 39.7 i
TIMELINESS D Lovered 51906 Low: 9.0‘ 12.5| 150| 16.4| 18.2| 105| 13.0| 11.8| 11.8| 21.4| 271| 32.4 Tz%rggt ESES Rzagff
SAFETY 3 Rasedll25/94 | LEGENDS
= 7.5 x "Cash Flow" p sh 160
TECHNICAL 3 Lowered8is | - Relaive Price Strengh
or-1 split  6/06 . 120
BETA 1.20 (1.00 = Market) Oﬂugdees " . 2-for-1 100
2009_11 PROJECTIONS aded area indicates recession ' 80
AmlTotall (| (| 01 00 1 4 1 1 | feeeaadaaaaa
Price  Gain Return 60
High 70 (+105%g 2% |———m—F—F—F——F———————— i 50
Low 45 (+30%) 10% T T 40
Insider Decisions I yl yuli-He 30
SONDJFMAM 1 /"ﬁ]— — 1l
WBly 000000100 Y LT PR 1 .o VY 'l 20
y i it fr T f
Options 0 1 0 1 056 10 ey L S R L LLLLT [ T B
toSell 020106 60 0w st svetes O TN |||' |I |I 9% TOT. RETURN 7/06 15
Institutional Decisions AT ' THIS  VLARITH.
3Q2005  4Q2005  1Q2006 RO, A T STOCK ~ INDEX
10Buy o Q233 o Percent 390 S DI AT iy, 64 30 [
0 Sell 332 234 | paded 10 1o ] TN AT 1 FORTNT S T TR T AR T 3y 817 523 [
H\ds<000)478848 483766 496536 L TR T PR R RE TR KRR IIIIIIIIIII LRI RRRATRRRF R AR Syr. 889 592
Federated Department Stores and its pre- [ 1996 [1997 [1998 [ 1999 [2000 [2001 [2002 [2003 [2004 | 2005 [2006 [ 2007 [ ©VALUELINE PUB, INC. [09-11
decessors have been operating department | 3661 | 3620 | 37.01 | 4149 | 4658 | 38.97 | 4058 | 4276 | 46.77 | 40.95| 40.95| 53.70 |Sales persh A 63.10
stores since 1830. The current entity is a| 243 | 282 317| 360 | 347 | 321 | 345| 38| 426| 376| 460| 580 |“CashFlow"per sh 7.30
combination of two companies formerly | 105 | 120 153| 181 | 154| 152 | 161| 176 | 193| 256| 205| 3.00 Eamings persh AB 435
owned by Campeau Corp. — Allied Stores . . . . - - . 19 26 33 51 55 |Div'ds Decl'd per sh © a5
Corp. (acquired in 1986) and Federated De- | 11.22 | 1250 | 13.75 | 1534 | 1473 | 1385 | 1515 | 1664 | 1845 | 2472 | 2395| 2850 |Book Value persh P 37.30
— . . . I . I ) [ . . ] . ommon Shs Outst'g .
partment Stores (1988)—that emerged from [ 416.00 | 420.40 | 415.20 | 427.00 | 395.20 | 401,60 | 38040 | 357.00 | 334.20 | 546.80 | 540.00 | 525.00 |C Shs Outst'g E | 485.00
bankruptcy proceedings on February 4,| 158 155| 153| 128 109 | 130 | IL1| 110 | 130| 130 Boldfigiresare |AvgAnn'TP/E Ratio 135
1992. The common stock, which was held| 99| 89| 80| 73| 71| 67| 61| 63| 69| 70| Vaueline Relative PIE Ratio 85
mainly by creditors, began trading at that -- -- - - - - | 10% | 10w | Lo | US| avg Ann'l Divid Yield 1.5%
time. In May, 1992, Federated sold 46 mil- ™3579 15270 | 15365 | 17716 | 18407 | 19651 | 15435 | 15264 | 15630 | 22390 | 27500 | 28200 |Sales (smill) A 30600
lion common shares at $11.50 per share. 425% | 433% | 43.9% | 44.8% | 44.5% | 43.3% | 44.4% | 45.0% | 45.29% | 44.9% | 44.5% | 45.0% |Gross Margin 45.5%
CAPITAL STRUCTURE as of 4/29/06 . 114% | 12.7% | 135% | 13.8% | 12.2% | 12.8% | 13.1% | 13.4% | 13.7% | 13.8% | 11.8% | 13.0% |Operating Margin 14.0%
Total Debt $10183 mill. Due in 5 Yrs $3180 mill. 411 400 | 401 | 404 | 440 | 459 | 455 | 459 | 459 | 861 | 865 | 870 |Number of Stores F 890
(LTToE;T?rEtzfei?mg}a . ETO'X”)‘ETES‘ fig;’;”;'f"% | 27 570 650 | 7960 | 6380 | 6050 | 6380 | 6550 | 689 | I111| 1150 | 1635 et rofit (mil) 2200
9e: 5. 0OT~APY | 39.6% | 40.0% | 4119 | 40.9% | 40.7% | 39.29% | 39.1% | 39.6% | 38.3% | 36.8% | 37.5% | 37.5% |Income Tax Rate 38.0%
Leases, Uncapitalized Annual rentals $245.0 mill. 3.0% 3.8% 4.5% 4.5% 3.5% 3.9% 4.1% 4.3% 4.4% 5.0% 4.2% 5.8% |Net Profit Margin 7.6%
_ o ' 28316 | 3134.0 | 2904.0 | 3970.0 | 3831.0 | 3566.0 | 3553.0 | 3569.0 | 3209 | 2555 | 2500 | 2800 |Working Cap'l ($mill) 3400
Pension Assets-1/06 $2.4 bill. Oblig. $2.8 bill. 4605.9 | 3919.0 | 3057.0 | 4589.0 | 4374.0 | 3859.0 | 3408.0 | 3151.0 | 2637 | 8860 | 8500 | 8100 |Long-Term Debt ($mill) | 6000
Pfd Stock None . 4669.2 | 5256.0 | 5709.0 | 6552.0 | 5822.0 | 5564.0 | 5762.0 | 5940.0 | 6167.0 | 13519 | 14200 | 14950 |Shr. Equity ($mill) 18100
Common Stock 553,218,000 mill. shs. 5 0 s 5 s 0 5 7 J ) 5 ) I T )
As of 5/26/09: ad]. to reflect 2-for-1 split effec- | 0% | 80% | 93% | 85% | 80% [ 7.9% | 84% | 84% | 1% | 58%| 65% | 85% [Returnon Total Cap 10.0%
tive 6/9/06 9.7% | 10.9% | 12.0% | 12.1% | 11.0% | 10.9% | 11.1% | 11.0% | 11.2% | 8.2% | 8.0% | 11.0% |Return on Shr.Equity | 12.0%
MARKET CAP: $18.9 billion (Large Cap) 9.7% | 10.9% | 12.0% | 12.1% | 11.0% | 10.9% | 11.1% | 9.9% | 9.7% | 7.1% | 6.0% | 9.0% |Retainedto Com Eq 10.0%
CUI(?$I§AIIELI\|{'I)' POSITION 2004 2005 4/29/06 - - - - - - | 1% | 13% | 14% | 25% | 18% |All Div'ds to Net Prof 17%

ANNUAL RATES  Past

Past Est'd '03-'05

)A

of change (persh)  10Yrs. 5Yrs.  to'09-11
Sales 4.0% 1.0% 6.5%
“Cash Flow” 9.5% 3.0% 11.0%
Earnings 11.0% 5.0% 13.0%
Dividends -- -- 195%
Book Value 7.5% 6.5% 11.0%
Fiscal QUARTERLY SALES ($ mil Full

2006 | 125 128

B\g%%s Apr.Per Jul.Per Oct.Per Jan.Per F\'(?;ﬁ?'
2003 | 3291 3434 3486 5054 | 15264
2004 | 3517 3548 3491 5074 | 15630
2005 | 3641 3623 5555 9571 | 22390
2006 | 5930 6160 6180 9230 | 27500
2007 | 6100 6300 6325 9475 | 28200
Fiscal EARNINGS PER SHARE AB Full
BYeeg%s Apr.Per Jul.Per Oct.Per Jan.Per F\'@%?'
2003 12 32 18 114 | 176
2004 27 22 21 123 | 193
2005 .36 42 41 137 | 256
2006 01 30 271 147 | 205
2007 29 45 41 185 | 3.0
Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep 30 Dec.31| Year
2002 |--

2003 |-- -- 063 063 A3
2004 | .063 .063 .068  .068 26
2005 | .068 .068 .068  .125 33

Year-to-year

final quarter . ..

Federated Department Stores
made considerable progress in
post-acquisition

has

its

restructuring pro-
gram thus far in fiscal 2006 (ends Feb-
ruary 3, 2007). The sale of most of the 130
stores (including the 55-unit Lord & Tay-
lor chain) that were placed on the block
following the mid-2005 acquisition of May
Department Stores, was completed in the
first half of this year. Too, bids have been
received for May’s Bridal Group, and that
divestiture should be competed in
third quarter. Management estimates total
aftertax proceeds of $1.3 billion for these
divestitures. Meanwhile, the final portion
of May's credit card portfolio was sold on
July 17th, for $1.1 billion. On the operat-
ing front, with a few exceptions, adminis-
trative and IT functions have been consoli-
dated. On the agenda is the renaming, on
September 10th, of

the

all remaining May

event, Federated's private-label
notably its fall apparel, will be introduced
into these stores.
earnings

nameplates to Macy'’s. Shortly prior to that

brands,

comparisons

ought to turn positive in this year’s
Clearance sales in the

April interim at locations being divested
hurt results at nearby sister stores, and
including inventory,
merchandising, and systems conversions,
through the third
quarter. On the other hand, consolidation
savings ought to ramp up considerably in
the January, 2007 period. A reduction in
thanks to a planned
repayment, prior to October, of $1.7 billion
of the debt is another plus.

... and we think share net will be
around $3.00 in fiscal 2007. Key un-
derlying assumptions behind this forecast
are pretax consolidation savings of over
$400 million per annum, a 2%-3% same-
store sales gain, and a declining share
count. Cash flow, net of dividends and cap-
ital expenditures, may well be around $1.6
billion next year. These funds might sup-
port stock repurchases, debt repayment,
and/or a relatively modest acquisition. We
project earnings advances of 15% and 12%
in fiscal 2008 and 2009, respectively.

is untimely at present.
However, it might appeal to investors with

transitional

will

interest expense,

This stock

be

issues,

obstacles

a 3- to 5-year timeframe.
David R. Cohen

August 11, 2006

(A) Fiscal year ends on the Sat. nearest Jan.

31st of the following cal. year.

(B) Excl. nonrecur. (losses) gains: '95, (42¢);
'96, (41¢); 97, (9¢); '98, (5¢); '00, ($1.99); '01,

(25¢); '03, 10¢; '05, 60¢; '06-Q1, 4¢. Excl.

gains (loss) on discontinued oper.: '01, ($1.96);

Jan., April, July, and Oct. (D) Incl. intang. At
1/28/06: $10.6 bill., $19.39 per share.
‘02, 46¢; '05, 8¢; '06-Q1, 4¢. Next erngs. report | (E) In millions; adj. for split. (F) Excl. pending
due late-Aug. (C) Divs. historically paid in early | divestitures.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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FedEx Corp. will likely continue to
perform well during fiscal 2007 (ends
May 31st). The Express division, which
contributes about two-thirds of FedEx’s to-
tal revenues, is likely to realize solid mar-
gin expansion this fiscal year. Internation-
al shipment volumes should continue to
climb, thanks in part to network growth,
supporting operating leverage. Manage-
ment’'s planned purchase of the remaining
50% of the FedEx-DTW network in China,
set to close in late fiscal 2007, should as-
sist solid growth in Asia. Price yields
ought to remain solid, too, thanks to rate
increases and fuel surcharges. Domestic
Express could well experience volume
weakness, but revenues ought to still
grow, as FedEx is focusing on business
that will produce higher yields.

Profits from the Ground and Freight
segments are apt to climb nicely.
Demand for residential ground deliveries
should rise at a healthy rate, due to ex-
pansion measures. FedEx Freight, which
provides less-than-truckload (LTL) serv-
ices, should see strong growth, stemming,
in part, from its pending purchase of Wat-
kins Motor Lines (we will not include the

RECENT 100 54 15 1 Trailing: 16.8 Y| RELATIVE 0 88 DIVD 0 40/
NYSE-FDx  |PRICE . RATIO Median: 18.0 /| PIE RATIO YLD 470
; High: 215 22.5 423 | 46.6 61.9 49.8 53.5 61.3 78.1| 100.9 | 105.8 | 120.0 i
TMELNESS 2 rasorons | L0 38) 325 323 928| Si3| 8| B3| 8| 77| 'ees| %8| %S Tzzgggt 2828 R;Sff
SAFETY 3 New7l27io0 LEGENDS
—— 10.0 x "Cash Flow" p sh 320
TECHNICAL 3 Lowered 206 | ;- Relatve Price Sirengin
2 for-1 split 11/96
BETA 1.05 (1.00 = Market) %f(l)ro% SRI(\(;S 5/99 200
ions:Yes (| | [ 0 1 |\ | | |  |ee=eeqg====-
2009-11 PROJECTIONS haded area indicates recession 160
. . Ann'l Total -l leeeeadanaa. 120
Price  Gain Return L g 100
High 185 E+85%; 17% Z-for-T e P
Low 125 (+25% 6% ] — — o T '
Insider Decisions — —/||"II| T I...n 60
ONDJFMAMJ — | | Il
©0Bly 00000000 0|——= — [T il !h"|i||“”!““*'“‘lm—[r 40
Options 10351000 2 ! ||| il | |
toSél__202701003]| . il . ||| % TOT. RETURN 7/06
Institutional Decisions % Lee .7% il e eete o MCRI o, R THIS VL ARITH.
Q2005 4Q2005  1Q2006 | pereent 15 —f— - = Lyr STZan lNgE(;( :18
B 307 362 324 | ) \ ) m | ! : I
NSl 34 se1  spe | Snares 10— T T T sy e42 523 [
HIds(000) 218018 222685 224286 T AR IIIIIIIIIII [ RARRRTRE R RRRRCRTARRRROA Syr. 1568 592
1990 1991|1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 2002 [2003 [ 2004 [ 2005 | 2006 | 2007 | ©VALUE LINEPUB., INC. | 09-11
3300 | 3584 | 34.89| 3566| 37.93| 4180| 4515| 50.13 | 5384 | 56.24 | 61.15 65.74 69.02 | 7533 | 8237 | 97.23 | 105.54 | 114.30 |Revenues persh A 132.25
280 298| 29| 315| 360| 416| 452| 49| 523| 559| 617 | 649 | 700 | 731 | 815, 9.74| 11.13| 1270 |“Cash Flow" per sh 14.95
55 50 30 50 91| 125| 135| 151| 195| 210| 232 | 226| 239 | 274 | 352| 482| 598| 6.80 Earningspersh AB 8.65
-- -- -- -- -- -- -- -- -- -- -- -- .05 .20 24 .29 33 .38 |Div'ds Decl'd per sh E A8
548 | 479| 423| 468| 487| 472 621| 640| 638 | 593| 545| 634 | 541 | 506 | 424 740( 823| 940 |Cap'l Spending persh 9.70
776 778| 730| 7.63| 861| 999| 1132| 1289 | 1344 | 1564 | 16.03 | 19.76 | 21.92 | 2442 | 26.79 | 31.75| 37.62 | 43.75 |Book Value per sh © 65.60
21258 | 21453 | 216.40 | 218.97 | 223.54 | 224.70 | 227.54 | 229.81 | 294.82 | 298.26 | 298.57 | 298.57 | 298.57 | 298.50 | 300.00 | 302.00 | 306.00 | 308.00 |Common Shs Outst'g © | 310.00
230 192 347| 240| 178| 130| 137| 149| 170| 178| 180 | 184 | 197 | 193 | 196| 185 163 Avg Ann'l P/E Ratio 18.0
171 123 210| 142| 117 87 86 86 88| 101 117 94| 108| 110 | 104 .99 86 Relative P/E Ratio 1.20
-- -- -- -- -- -- -- -- -- -- -- - 1% A% 3% 3% 3% Avg Ann’l Div'd Yield 3%
CAPITAL STRUCTURE as of 5/31/06 . 10274 | 11520 | 15873 | 16773 | 18257 | 19629 | 20607 | 22487 | 24710 | 29363 | 32294 | 35200 |Revenues ($mill) A 41000
Total Debt $2442 mill. Duein 5 Yrs $1841 mill. | 13106 | 12.8% | 12.9% | 13.1% | 13.0% | 12.6% | 13.0% | 125% | 13.2% | 13.4% | 14.4% | 15.0% |Operating Margin 15.5%
(LJTD"‘ftgtrfsltf’:aZ”:gﬂ " SHT'g:;fﬁft;ﬁ?&Té'r'a o | 7186 77747 9637 10351 | 11549 12758 | 13640 | 13510 | 13750 | 14620 [ 1550.0 | 1725 |Depreciation (Smill 1850
12.9%) B 95 | 3078 | 3485 | 577.9 | 6313 | 688.3 | 6630 | 7250 | 8300 | 10700 | 1479.0 | 18550 | 2130 |Net Profit ($mill) 2125
(12% of Cap'l) | 43.0% | 43.0% | 40.5% | 40.5% | 39.5% | 37.0% | 37.5% | 38.0% | 39.0% | 37.4% | 37.7% | 37.5% |Income Tax Rate 38.0%
Leases, Uncapitalized $1.672 billion. . 3.0% | 30% | 3.6% | 38% | 38% | 34% | 35% | 37% | 43% | 50% | 57% | 6.0% [NetProfit Margin 6.6%
Pension Assets-5/05 $10.1 bill. Oblig. $12.15bill. | 1099 | 1698 | 76.3 | 356.2 | 393.7 | 199.6 | 723.0 | 606.0 | 238.0 | 5350 | 991.0 | 730 [Working Cap'l ($mill) 1415
Pid Stock None 1325.3 | 1398.0 | 1385.2 | 1359.7 | 1776.3 | 1900.1 | 1800.0 | 1709.0 | 2837.0 | 2427.0 | 1592.0 | 1500 |Long-Term Debt ($mill) 2560
Common Stock 306,410 446 shs. 2576.1 | 2962.5 | 3961.2 | 4663.7 | 4785.2 | 5900.4 | 6545.0 | 7288.0 | 8036.0 | 9588.0 | 11511 | 13470 |Shr. Equity ($mill) 20340
as of 7/10/06 9.4% | 94% | 11.9% | 11.5% | 11.4% | 9.5% | 95% | 9.9% | 10.4% | 12.9% | 14.5% | 14.5% |Return on Total Cap'l 12.0%
MARKET CAP: $30.8 billion (Large Cap) 11.9% | 11.8% | 14.6% | 13.5% | 14.4% | 11.2% | 11.1% | 11.4% | 13.3% | 15.4% | 16.1% | 16.0% |Return on Shr. Equity 13.5%
CURRENT POSITION 2004 2005 5/31/06 | 11.9% | 11.8% | 14.6% | 13.5% | 14.4% | 11.2% | 11.1% | 10.6% | 12.5% | 14.5% | 15.3% | 15.0% |Retained to Com Eq 12.5%
SMILL. .. .. .. .. .. .. . 0 0 0 (0 0 iV 0
CaS(h' Ass)ets 1046 1039 1937 T% | 6% | 6%| 5%| 6% AllDivds toNet Prof 6%
Receivables 3027 3297 3516 | BUSINESS: FedEx Corp. provides overnight, door-to-door delivery  Kinko's 2/04. '06 depr. rate: 6.4%. Labor exp.. 39% of rev's. Has
g;’heenrtory (FIFO) %ﬁg égg ;83 of packages and documents through its own air-ground transporta-  more than 260,000 empls. Officers/directors own 6.7% of common
Current Assets 2970 5269 5464 tion system. Operates about 41,000 ground vehicles, 671 aircraft. ~ stock; ; Marsico Capital, 7.7%; PRIMECAP, 7.1%; Dodge & Cox,
Accts Pavable 1615 1739 1908 In fiscal 2006, Express segment accounted for 66% of total reve- 7.1% (Proxy 7/06). Chairman. & CEO: Frederick W. Smith. Inc.:
Debt Dug 750 369 850 | nues; Ground, 16%; Freight, 11%; Kinko's, 7%. Serves over 220 DE. Address: 942 South Shady Grove Road, Memphis, TN 38120.
Other 2367 2626 2715 | countries. Acq. Caliber System, 1/98; American Freightways, 2/01;  Telephone: 901-818-7500. Internet: www.fedex.com.
Current Liab. 4732 4734 5473

impact of acquisitions in our estimates un-
til their completion.) Yield hikes and cost
containment ought to allow margins in
Freight to widen. Meantime, FedEx
Kinko’s is struggling from declining copy
revenues and higher costs related to prod-
uct offerings and technology initiatives.
Capital spending is pegged at $2.9 bil-
lion for this year, up from $2.5 billion in
fiscal 2006. Management noted that about
75% of this amount is earmarked for
growth initiatives, primarily investments
in the international network. It will also
add capacity and deploy new technology at
Ground and broaden the geographical
scope of Freight. Furthermore, FedEx will
significantly expand FedEx Kinko's retail
presence, as a means of adding shipment
locations. Cash on hand, and from opera-
tions, should be sufficient to meet funding
requirements.

FedEx shares are ranked to out-
perform the broader market over the
next six to 12 months. Additionally,
despite a likely slowdown in earnings
growth, at the current valuation they have
appeal as a 3- to 5-year holding.

Damon Churchwell September 8, 2006

of change (persh) 10 Yrs 5Yrs.  to'09-11
Revenues 8.5% 9.5% 7.0%
“Cash Flow” 9.0% 9.5% 9.0%
Earnings 15.0% 16.5% 12.5%
Dividends -- - 11.0%
Book Value 125% 135% 15.5%
F\i(scal QUARTERLY REVENUES(S mill.) A FFU” |
Ergt |Aug.31 Nov.30 Feb.28 May 31| yeu
2003 | 5445 5667 5545 5830 (22487
2004 | 5687 5920 6062 7041 (24710
2005 | 6975 7334 7339 7715 (29363
2006 | 7707 8090 8003 8494 (32294
2007 | 8450 8900 8750 9100 (35200
F\i(scal EARNINGS PER SHARE A B FFU” |
Bt |Aug31 Nov.30 Feb.28 May3l| yeee
2003 52 81 49 .92 2.74
2004 .61 .87 71 133 352
2005 | 1.08 125 1.03 146 4.82
2006 | 125 153 138 182 598
2007 | 155 180 150 195 6.80
Cal- QUARTERLY DIVIDENDS PAID & Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 -- -- .05 .05 10
2003 .05 .05 .05 .05 20
2004 .06 .06 .07 .07 .26
2005 .07 .07 .08 .08 .30
2006 .08 .08 .09 .09

(A) Fiscal year ends May 31st. Incl. Tiger Intl. | 11¢;

beg. 2/89. (B) Primary egs. through 1997, dil.

thereafter. Excl. nonrec. gains/ (losses): '91,
(94¢); '92, ($1.15); '93, (52¢); '95, 14¢; 97,

'98, (53¢); '02, (5¢); '04, (72¢); '05, (10¢);
'06, ($0.15). Excl. gains on discont. ops.: '98,

3¢.°02, incl. $0.21 gain from gov. assistance.

Next egs. report due late September. (C) Incl.
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

April, July, and October.

intangibles. At 5/31/06: $1.282 bill., $4.19/sh.
(D) In millions, adjusted for stock splits.
(E) Dividends historically paid in early January,
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of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Sales 4.5% 1.0% 5.5%
“Cash Flow” 15% -45%  7.5%
Earnings -4.0% -15.0% 14.5%
Dividends 55%  3.5% 2.0%
Book Value 5.0% 13.0% 8.5%
Cal- QUARTERLY SALES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | 401.8 416.2 397.0 4074 |1622.4
2004 | 4616 4826 451.6 4479 |18437
2005 | 461.7 496.6 466.1 4576 |1882.0
2006 | 505.0 535 505 495 | 2040
2007 | 520 550 535 525 | 2130

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 23 15 15 A1 .64
2004 .20 27 14 - .62
2005 13 25 22 -- .60
2006 25 21 22 21 .95
2007 .28 .36 .30 .26 1.20

Cal- QUARTERLY DIVIDENDS PAID B = Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 145 145 145 145 58
2003 145 145 145 145 .58
2004 145 145 145 145 .58
2005 A45 145 145 145 58
2006 A45 145 145

its 2005 10-K and 10-Q financial docu-
ments with the SEC by the end of Sep-
tember, 2006. The delay is attributable to
the restatement of certain previously filed
information (including the 10-K for 2004)
resulting from an accounting investiga-
tion. That being the case, this year’s docu-
ments will be available at a later date, to
be specified.

The company has posted good earn-
ings of late. The Color and Glass Per-
formance Materials unit is benefiting from
a rise in construction spending and in-
creased global auto output, while growing
acceptance of new derivative product offer-
ings is aiding the Polymer Additives seg-
ment. Profits for the Electronic Materials
business are being driven by robust
demand from multilayer capacitor and
solar cell customers, and price hikes are
helping the Performance Coatings opera-
tion. Though raw material and energy
costs remain high, share net may surge
about 58%, to $0.95, this year. Assuming
further improvement in the business envi-
ronment, the bottom line ought to jump
another 26%, to $1.20 a share, in 2007.

RECENT 17 45 PIE 17 8 Trailing: 24.2'Y | RELATIVE l 05 DIVD 3 40/
. NYSE-FOE PRICE . RATIO . O \Median: 17.0/|PIERATIO L. YLD 470
; High: 20.4 20.1 26.7 30.1 30.9 25.1 26.5 30.5 27.5 27.6 235 20.8 i
TMELNESs 3 raiosoos | L0 204) 2371 3870 95| B3| B3| 64| 25| 13| He| B3 38 Tzzgggt 2828 R;Sff
SAFETY 3 Lovered 9117104 LEGENDS
—— 10.0 x "Cash Flow” p sh 80
TECHNICAL 3 Raised9/106 |-+ Relaive Price Strengin
3-for-2 split 12/97 60
BETA 1.10 (1.00 = Market) o] Hogsa No dicat 50
2009_11 PROJECT'ONS aded area Inaicates recession ———— || | | | | 1 T T 1T  TJeeeoidoo— 20
. ~ Ann'l Total
Price  Gain Return |z ——= 30
High 45 (+160%; 29% | — 25
Low 30 (+70%) 18% | Ii-""‘""u'i. — .;|,=I|I e 20
Insider Decisions ECTRTL R T ! |;'. 15
ONDJFMAM]
By 00000O0O0O0O 10
Options 0 0 0O 0 0 0 0 0 O 75
oSl 0 0000O0O0O0O % TOT. RETURN 8/06 |
Institutional Decisions e%pres,, THIS  VLARITH.
42005 1Q2006 202006 | percent 15 1y STgclK lNgElX
B 65 60 73 t Hh + : e . -
056l 58 50  ap|onares 10 | . PSRN 9P R PO Y YTV AT O R syr 181 494 |
HUs(000) 34070 35108 35254 PRI [ SR TR LTI ATPYTAR) VAT LA ERECATVARCC AR ECRRCACAR TR R RCRRLN Sy 151 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
2642 | 2463| 2528| 24.39| 2861 | 3283| 3526 | 37.01 | 3855 | 3854 | 4236 | 43.72 | 37.72 | 3913 | 43.75 | 44.41| 4745 | 4840 |Sales persh 57.75
144 | 159| 210| 213| 205| 234| 264| 278| 307| 335| 351 | 303| 251 | 233 | 240| 240| 275| 3.05 “CashFlow" persh 4.00
55 g7 127 119 97| 111 123| 144 167 18| 192| 104 97 64 62 60 95| 1.0 |Earnings per sh A 1.90
28 28 30 34 36 36 39 43 50 55 58 58 58 58 58 58 58 .60 | Div'ds Decl'd per sh Ba 66
1.40 91| 103| 100| 143| 123 121 121| 71| 217 | 191 157 1.00 86 93| 115| 120 1.20 [Cap'l Spending per sh 1.45
552 | 547| 632| 6.60| 710| 773| 816| 543 | 602| 644 699| 670 | 992 | 1099 | 1239 | 1155| 1335 | 13.85 Book Value persh © 19.55
4258 | 4291| 4342 4370 4174| 4029 3845| 3732 | 3533 | 3517 | 34.16 | 3434 | 40.52 | 4146 | 4214 | 42.38 | 43.00| 44.00 |Common Shs Outst'g O | 45.00
179| 156 145[ 171| 190| 153| 145| 162| 152 | 130 1209 217| 273 | 351 | 384| 320 Boldfigiresare |AvgAnn'l P/E Ratio 20.0
133 1.00 .88 1.01 1.25 1.02 91 93 .79 T4 71 111 1.49 2.00 2.03 171 Value|Line Relative P/E Ratio 135
20% | 24%| 16%| 17% | 20% | 21% | 22% | 18% | 19% | 23% | 28% | 26% | 22% | 26% | 24% | 30%| ="' |Avg Ann'lDivd Yield 1.8%
CAPITAL STRUCTURE as of E3/31/06 . 1355.7 | 1381.3 | 1361.8 | 1355.3 | 1447.3 | 1501.1 | 1528.5 | 1622.4 | 1843.7 | 1882.0 | 2040 | 2130 |Sales ($mill) 2600
Total Debt $648.7 mill. Duein 5 Yrs $350.0 mill. | 11506 | 11.9% | 12.6% | 13.7% | 13.1% | 10.1% | 10.9% | 8.8% | 7.9% | 8.0% | 85% | 9.0% |Operating Margin 11.0%
LT Debt $641.0 mill. LT Interest $35.0 mill 496 | 450 431| 485 504| 678 | 643| 704 | 750| 760| 780| 80.0 |Depreciation ($mill) 95.0
(Total interest coverage: 2.0) (56% of Cap'l) 555 | 627| 693 | 730| 731 | 392 | 400 | 282 | 278| 255| 40.0| 55.0 |Net Profit ($mill) 85.0
38.1% | 39.9% | 37.3% | 37.1% | 37.3% | 36.2% | 31.5% | 28.3% | 33.0% | 33.0% | 35.0% | 35.0% |Income Tax Rate 35.0%
Pension Assets-12/04 $312.1 mill. . 4% | 45% | 51% | 54% | 51% | 2.6% | 26% | 17% | 15% | 14% | 2.0% | 2.6% |Net Profit Margin 3.3%
, _ Oblig. $488.7 mill 164.2 | 1493 | 1743 | 1529 | 781 | 1954 | 814 | 1689 | 2114 77.0| 300 275 |Working Cap'l ($mill) 250
gwnsegog'; Eé%f;_ml"gzo 2Dl“§ ghtl'ga?r:"éonvemble 1279 | 1158 | 1563 | 2368 | 3508 | 8297 | 4436 | 5162 | 497.3 | 3601| 630 | 600 |Long-Term Debt ($mil) | 700
into 2.60 common shs. at a price of $46.38 per sh. 384.2 | 2732 | 2833 | 2970 | 309.2 | 3004 | 4725 | 5259 | 545.1 | 490.8 575 610 | Shr. Equity ($mill) 880
Common Stock 42,672,310 shs. 116% | 17.1% | 17.0% | 14.8% | 12.6% | 4.8% | 6.0% | 3.9% | 46% | 43% | 50% | 6.0% |Returnon Total Cap'l 7.0%
N 14.4% | 23.0% | 24.5% | 24.6% | 23.7% | 13.0% | 85% | 54% | 51% | 52% | 7.0% | 9.0% |Returnon Shr. Equity 9.5%
MARKET CAP: $750 million (Small Cap) 11.4% | 20.7% | 22.2% | 22.0% | 20.8% | 7.1% | 4.0% 6% 3% | NMF| 25% | 45% |RetainedtoCom Eq 6.0%
CUR$I?\4I|ELI\|I_T POSITION 2004 E2005 E3/31/06 36% 33% 32% 32% 32% 59% 60% 91% 94% | 103% 66% 50% |All Div'ds to Net Prof 36%
Cash_Aséets 13.9 18.2 16.3 | BUSINESS: Ferro Corp. is a worldwide producer of specialty mate-  products, and automotive & aircraft. 2004 international sales: 51%.
Receivables 1845 1814  211.7 | rals (such as frit, powder coatings, plastic coatings, and polymer Has about 6,800 employees. Officers & Directors own 1.7% of com-
Ion%eenrtory (FIFO) %gé %ﬁ% gggg additives) for industrial applications. Operating segments: Perform- mon shares; Mario J. Gabelli, 12.9%; DePrince, Race & Zollo,
Current Assets 612I3 614.5 738.4 ance Coatings, Electronic Materials, Color and Glass Performance  6.6%; Mac-Per-Wolf Company, 6.0% (3/06 Proxy). CEO: James F.
Accts Payable 260.2 236I8 246.5 Materials, Polymer Additives, and Specialty Plastics. Markets in-  Kirsch. Inc.: OH. Address: 1000 Lakeside Avenue, Cleveland, OH
Debt Dué 97 1935 7.7 | clude: construction, appliances, household furnishings, industrial ~ 44114. Telephone: 216-641-8580. Internet: www.ferro.com.
Other 131.1 107.2 114.0 — N . N
Current Liab. 7010 5375 ~a3sgs | Ferro expects to complete the filing of A series of restructuring moves is un-

der way. One of them involves the recent
completion of a new $700 million credit fa-
cility (consisting of $250 million in revolv-
ing credit and $450 million in term loans).
Furthermore, there will be a streamlining
of the European operations of the In-
organic Specialties business, estimated to
create pre-tax savings of between $40 mil-
lion and $50 million annually, to be fully
realized by 2010. Also in the works is the
divestiture of non-strategic assets, includ-
ing the Specialty Plastics division (which
generated 2005 revenues of about $275
million). These initiatives stand to boost
Ferro’'s future performance quite nicely,
from both an operational and financial
standpoint.

But these shares continue to hover at
relatively low levels. This is partly at-
tributable to the late filing of the compa-
ny’s financial reports. For now, the stock’s
Timeliness rank is just 3 (Average).

But our 2009-2011 projections indicate
that the equity will bounce back
greatly in time. That said, patient inves-
tors may wish to take a look here.
Frederick L. Harris, 111 September 15, 2006

(A) Based on diluted shares out. Excl. non-
recurring losses: '91, 74¢; '93, 49¢; '95, 7¢;

'96, 2¢;

'97, $2.53; 05, 25¢; Q1 '06, 9¢. Excl.

disc. losses: '90, 19¢; 04, 7¢; ‘05, 2¢. Qtrs. for

'04 don't equal total due to rounding. Next | 12/31/04: $412.5 mill., $9.79/sh. (D) In mill.,
earnings report late Oct. (B) Div'd paid in mid- | adjusted for stock splits. (E) Unaudited. 2005
Mar. 10-K and Q1, Q2, Q3 2005 10-Q; Q1 2006 10-
plan
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

, June, Sept., and Dec..= Div'd reinvest.

avail. (C) Includes intangibles. At |Q not yet filed.

Company’s Financial Strength B+
Stock’s Price Stability 65
Price Growth Persistence 25
Earnings Predictability 65

To subscribe call 1-800-833-0046.




NSG WPD-6 (2)
Page 88 of 236

ANNUAL RATES Past

of change (persh) 10 Yrs. 5Yrs. to
Loans 10.0% 135% 1
Earnings 12.0% 14.5%
Dividends 13.5% 14.5%
Book Value 10.5% 11.5%
Total Assets 11.0% 11.0% 1

Past Est'd '03-'05

'09-11
2.5%
3.5%
5.5%
8.5%
0.5%

RECENT 38 69 PIE 13 3 Trailing: 14.8' )| RELATIVE 0 76 DIVD 4 90/
. NYSE-FHN  |PRICE . RATIO O \Median: 13.0/ | PIE RATIO YLD JN
High: 15.4 19.4 34.8 38.4 45.4 29.3 37.5 41.0 48.5 48.7 44.8 43.1 i
TMELNESS 4 wweorzzos | BV 1341 139 3T 354 a4 BE| 3| e8| %R| dos| %HE i Tzzgggt 2828 R;Sff
SAFETY 2 Raised32406 | LEGENDS oL
—— 12.0 x Earnings p sh 100
TECHNICAL 3 Lowered 81806 | - Relative Pice Strength
2f0r1 split  2/96 80
BETA .85 (1.00 = Market) 2-for-1 split  2/98 64
Options: Yes [T 1 1 1 EEeeeAEee=-
2009-11 PROJECT'A%”’ISTOHI haded area indicates recession for-1 i 48
I T R
Price  Gain  Return L |I||I|I | e}l .w ‘4”"1”-- ile | L
High 60 E+55%; 15% Tk & | T Ht T G 32
Low 45 (+15%) 8% s I B ) s > 24
Insider Decisions T L ot . W G 20
ONDJIFMAM J|—amc skt ettt T 16
0By 0000 00 0 1 1 [W= el . . S5 12
Options 0 00023100 III.I-"'I,.,..l' oot +
sl _ 000010200 % TOT. RETURN 8/06 |8
Institutional Decisions THIS  VLARITH.
4QU05 Q2006 202006 | percent 12 STOCK  INDEX |
to Buy 144 138 112 | ghares 8 —t | ! ! | M lyr. 22 [C
to Sel 140 145 151 | graded 2 Jlen PN 3T PO TP RO T At Y T 1 I [y TE I 3yr. 4.0 494 [
HIds(00) 55298 56946 56646 [T |||I||||||| L T Sy 413 704
1990|1991 | 199219931994 | 1995]1996 [ 1997 {1998 1999 | 2000 |2001 [2002 [2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. [ 09-11
.50 .67 .80 1.07 114 121 1.34 1.50 1.72 1.85 177 2.32 2.89 3.62 354 342 2.15 3.30 |Earnings per sh A 430
27 .29 32 .38 43 49 55 62 69 .79 .88 91 1.05 1.30 1.63 1.74 182 1.90 |Div'ds Decl'd per sh Ba 2.15
422 4.61 531 5.99 5.88 6.50 7.14 744 8.53 956 | 1075 | 11.74 | 1346 | 1514 | 16,52 | 1832 | 20.10 | 21.45 |Book Value per sh 2745
94.26 | 95.00| 112.49 | 113.30 | 127.41 | 134.36 | 133.72 | 128.21 | 128.97 | 129.88 | 128.74 | 125.87 | 125.60 | 124.83 | 123.53 | 126.22 | 123.90 | 123.50 |Common Shs Outst'g € | 123.00
75 79 10.8 9.4 9.3 10.0 12.3 16.9 184 193 12.0 14.4 12.6 116 125 11.8 | Bold figyres are |Avg Ann’l P/E Ratio 12.0
.56 .50 .66 .56 61 67 a7 97 .96 1.10 .78 74 .69 .66 .66 .63 Value|Line Relative P/E Ratio .80
70% | 54% | 37%| 37% | 41% | 40%| 33% | 24% | 22% | 22% | 41% | 27% | 29% | 31% | 37% | 43% | UM |ayg Annl Divid Yield 4.2%
CAPITAL STRUCTURE as of 6/30/06 1305 | 14388 | 18734 | 18373 | 18555 | 20617 | 23823 | 24507 | 29772 | 36579 | 39000 | 42500 |Total Assets ($mill 55000
7610.5 | 8185.5 | 8421.1 | 9223.6 | 10096 | 10128 | 11201 | 13830 | 16270 | 20411 | 22500 | 24500 |Loans ($mill) © 33000
LT Debt $5606.3 mill. ~ Duein 5 Yrs $2578.0 mill. | 4512 | 4831 | 5405 | 5895 | 598.4 | 686.3 | 752.5 | 805.8 | 856.3 | 9840 | 1010 | 1100 |Net InterestInc ($mill) 1550
LT Interest $280.0 mill 357| 511| 514| 579| 674 935| 92| 87| 483| 677| 950| 110 |Loan Loss Provin ($mill) | 160
Pension Assets-12/05 $401.9 mill. Oblig. $379.8 5711 | 668.1 | 9855 | 1123.1 | 10634 | 11775 | 1541.1 | 1640.0 | 1363.2 | 1399.8 | 1120 | 1270 |Noninterest Inc ($mill) 1600
mill. ' ) ’ ' 7045 | 785.0 | 1121.8 | 12753 | 1257.4 | 13154 | 1643.3 | 1640.1 | 1504.3 | 1670.9 | 1675 | 1650 [Noninterest Exp ($mill) 2200
179.9 | 1975 | 2264 | 2475 | 2326 | 3053 | 3765 | 4733 | 4544 | 4411 275 420 | Net Profit ($mill) 540
Pfd Stock None 36.2% | 37.3% | 35.9% | 34.8% | 31.0% | 32.9% | 32.5% | 34.2% | 31.9% | 31.6% | 30.0% | 32.0% |Income Tax Rate 32.0%
c Stock 123.947 391 sh 1.38% | 1.37% | 1.21% | 1.35% | 1.25% | 1.48% | 1.58% | 1.93% | 1.53% | 1.21% | .70% | 1.00% |Return on Total Assets | 1.00%
ommon Stock 123,941,591 shs. 234.6 | 268.9 | 5145 | 4587 | 548.1 | 6945 | 1074.1 | 1727.2 | 2616.8 | 3732.9 | 5600 | 5300 |Long-Term Debt ($mill) | 7000
MARKET CAP: $4.8 billion (Large Cap) 9545 | 9541 | 10995 | 12415 | 1384.2 | 1477.8 | 16912 | 1890.3 | 2041.0 | 2312.3 | 2490 | 2650 |Shr. Equity ($mill) 3375
73% | 66% | 59% | 68% | 75% | 7.2% | 7.1% | 7.7% 6.9% | 6.3% | 6.5% | 6.0% |Shr.Eq.to Total Assets 6.0%
ASSETS(SMILL.) 2004 2005 6/30/06 | 58.3% | 56.9% | 45.0% | 50.2% | 54.4% | 49.1% | 47.0% | 56.4% | 54.6% | 55.8% | 57.5% | 57.5% |Loans to Tot Assets 60.0%
L 16269.5 204112 21496.9 18.8% | 20.7% | 20.6% | 19.9% | 16.8% | 20.7% | 22.3% | 25.0% | 22.3% | 19.1% | 11.0% | 16.0% |Return on Shr. Equity 16.0%
oo Sold 6823 ‘14855 ‘15731 | L11% | 124% | 126% | 1L.7% | 8.6% | 12.9% | 145% | 16.4% | 124% | 9.7% | 15% | 6.5% |Retained to Com Eq 8.0%
Securities 3669.0 5045.9 5291.7 41% 40% 39% 42% 49% 38% 35% 35% 44% 49% 85% 58% |All Div'ds to Net Prof 50%
Other Earning 5. 10.7 75.9 - - - -
9145.6 9626.1 9029.6 | BUSINESS: First Horizon National owns First Tennessee Bank loss reserve, .92% of loans (6/30/06); problem assets & 90-day
LIABILITIES($MILL.) N.A. In addition to retail and commercial banking operations, con-  past due loans (excl. guaranteed portion), .65%. About 13,000 em-
Deposits 19782.2 23437.8 21693.4 | ducts mortgage banking and bond distribution & underwriting in  ployees. Directors and officers own 3.0% of stock; Barclays Global,
Funds Borrowed 3813.2 5331.3 5038.6 | over 40 states. Loan portfolio 12/31/05: commercial, 32%; commer-  5.66% (proxy 3/06). Chairman & CEO: Ken Glass. Inc.: TN. Ad-
kloert] To?trrT Debt %8}183 %?gg ggggg cial real estate, 16%; residential, 41%; residential construction, 9%; dress: 165 Madison Ave., Memphis, TN 38103. Tel.: 901-523-4444.
Other 1518.6 1764.8 2688.7 | consumer, 3%. Net loan losses in ‘05, .21% of average loans. Loan Internet: www.firsthorizon.com.
Total 29771.7 365719.1 37469.2 | Eirst Horizon expects several items to in recent years could be the source of prob-
Loan Loss Resrv. 158.2 189.7 199.8

reduce its mortgage division’s pretax
profits by $35 million in the Septem-
ber quarter. It believes the unfavorable
interest-rate climate caused gain-on-loan-
sale margins in the secondary mortgage
market to contract sharply from the June-
period level, reducing pretax profits by

Cal- QUARTERLY LOANS (8 mill.) about $20 million. Recent application for full-year earnings from continuing op-
endar |Mar31 Jun.30 Sep.30 Dec.3l volume also suggests that First Horizon's erations (excluding a big gain on the sale
2003 111765 12608 13188 13830 mortgage originations declined by about of a processing business in the March
2004 114051 15141 16242 16270 $1 billion in the historically seasonally quarter, but including sizable securities
%882 %832 %%gg %gg% %ggéé stronger third quarter, lowering pretax losses and other somewhat unusual costs)
2007 123000 23500 24000 24500 earnings by $10 million. And the costs to of $2.15 a share, down from our previous
hedge mortgage servicing risks rose about estimate of $2.65 and have lowered our
cal- EARNINGS PER SHARE A Full | $5 million from the June-period level. 2007 estimate by $0.35 a share, to $3.30.
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | The company also plans to take a $21 Concerns regarding First Horizon’s
2003 | .91 .90 91 .90 | 362| mijllion pretax charge to settle a class ability to offset cyclical swings in the
2004 192 .92 8 8l | 35| 5ction lawsuit in the period. The case mortgage business have depressed the
5882 gg gg gg % gié concerns the charging of mortgage loan stock’s valuation in recent years.
2007 | 78 82 84 85 | 330| fees allegedly not permitted in Missouri. Measures taken to diversify the company’s
- : - 5 — Although the legal charge may not businesses have helped offset some, but
Cal- | QUARTERLYDIVIDENDSPAD®= | Full | recur, the mortgage banking climate evidently not all, of the cyclicality. The is-
endar | Mar.31 Jun.30 Sep.30 Dec3l| Year | may remain difficult in the December sue is ranked unfavorably for Timeliness
2002 | 25 .25 2 .25 | 100| quarter, and possibly in 2007. In addi- and, in spite of the above-average dividend
2003 | .30 .30 30 30 | 120 tign, First Horizon may need to increase yield, total return potential to 2009-2011
2004 | 40 40 40 40 | 180| provisions to its loan loss reserve at some is only about average.
%ggg ig ig ig 43 12 point, since its national lending activities Theresa Brophy September 22, 2006

lem loans as economic growth slows, and
since the loan loss reserve-to-loans ratio
has run down since 2001. Moreover, prof-
its generated by the capital markets divi-
sion may be lumpy, as the size and volume
of investment banking transactions fluc-
tuate from period to period. We now look

(A) Based on average shares outstanding until
'96; diluted thereafter. Includes merger-related
costs of $0.14 a share in '92. Excl. extraord.

gain (losses): '06,

'01,(30.06); '05, ($0.02);

$0.01. Excl. nonrecurring gain: '01, $0.10; '06, | ment plan available.
$1.63. Next earnings report due mid-October.

(B) Dividends historically paid in early January,
April, July, and October. = Dividend reinvest-
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
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for sale from 1996.

(C) In millions, adjusted for stock splits.
(D) Excludes mortgage warehouse loans held

Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 55
Earnings Predictability 75
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F|RST M|DWEST BANC NDQ-FMBI PRICE 7 l RATIO 154 Median: 15.0/ {PIE RATIO U, YLD J70
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Options 101011011 ----"—v@rl,. T Teveasten, [ o I S
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Institutional Decisions THIS  VLARITH.

42005 1Q2006 202006 STOCK  INDEX

ony 7y Gip ao | Derent 12 . : iy es 71 L

to Sell 63 54 73 | traded 4 . | 1 IO 0PN | | FTIniim 3yr. 396 494 [

Hd's(00) 22329 27629 29916 PR ARTrL L] TP TP et TP LR R EAR | R TR Y ovrPeem e TR R R Sy 662 704
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11

a7 61 61 12 80 88 1.05 117 117 1.34 1.46 1.63 1.86 1.97 2.12 2.21 2.40 2.50 (Earnings per sh A 320
22 22 22 .26 29 32 38 44 49 .53 .59 .65 .68 .79 .90 .98 1.10 1.15 |Div'ds Decl'd per sh B= 1.45
5.65 6.07 6.46 6.98 6.51 7.87 8.58 8.97 8.32 7.19 8.75 9.18 | 1042 | 11.22 | 1155| 11.86 | 1150 | 12.00 |Book Value per sh 15,75
2939 | 2936 | 29.21| 2863 | 2859 | 3167 | 3057 | 37.64 | 5444 | 5139 | 51.08 | 48.73 | 47.21 | 4658 | 46.07 | 46.86 | 50.00 | 50.00 |Common Shs Outst'g © | 45.00
10.0 115 11.6 145 139 12.8 12.2 15.6 19.2 15.6 134 15.1 15.2 14.7 16.2 16.1 | Bold figjres are [Avg Ann’l P/E Ratio 135
74 73 .70 .86 91 86 .76 .90 1.00 .89 87 17 83 84 .86 84 ValuejLine Relative P/E Ratio .90
20% | 32%| 3.1%| 25% | 26% | 29% | 3.0% | 24% | 22% | 25% | 3.0% | 26% | 24% | 27% | 26% | 28%| ="' |AvgAnn'IDivid Yield 3.0%

CAPITAL STRUCTURE as of 6/30/06 3119.2 | 3614.2 | 5192.9 | 5511.6 | 5906.5 | 5667.9 |5980.5 | 6906.7 | 6863.4 | 7210.2 | 8700 | 9100 |Total Assets ($mill) 10500
Total Debt $1638.6 mill. LT Interest $55.0 mill. 2055.1 | 2295.9 | 2621.1 | 2919.8 | 31935 | 3337.5 | 3377.4 | 40034 | 4078.6 | 4306.2 | 5200 | 5475 |Loans ($mill) 6300
Duein 5 Years $1294.5 mill 122.7| 1447 | 187.6 | 1927 | 1896 | 2044 | 2188 | 209.8 | 2289 | 2359 270 300 |Net Interest Inc ($mill) 380
Leases, Uncaitalized: Annual rentals $1.0 mill 75 88 55 58 9.1 19.1 154 10.8 12.9 89 115 20.0 |Loan Loss Prov'n ($mill) 20.0

! P ' ’ ’ 314 372 555 58.3 63.2 68.9 67.0 74.2 79.4 74.6 80.0 85.0 | Noninterest Inc ($mill) 100

No Defined Benefit Pension Plan 943 1087 | 1427 | 1498 | 1444 | 1454 | 1481 | 1495 | 1633 | 1657 180 | 190 |Noninterest Exp ($mill) 255

33.7 439 65.2 70.9 755 82.1 90.2 928 99.1| 1014 120 125 | Net Profit ($mill) 145

Pfd Stock None 35.6% | 31.9% | 31.2% | 25.7% | 23.9% | 24.5% | 26.3% | 25.0% | 24.9% | 25.4% | 25.0% | 25.0% |Income Tax Rate 25.0%
Common Stock 49 929 474 shares 1.08% | 1.21% | 1.26% | 1.29% | 1.28% | 1.45% | 1.51% | 1.34% | 1.44% | 1.41% | 1.40% | 1.40% |Return on Total Assets | 1.40%
a0t 832006 - | -] -] -] 200 5750 6201 6430 6510 650 650 Long-Term Debt (Smill) | 650

2621 | 3375 | 4529 | 3693 | 446.7 | 4473 | 492.0 | 5225 | 5320 | 5441 570 600 |Shr. Equity ($mill) 710

MARKET CAP: $1.8 billion (Mid Cap) 84% | 93% | 87% | 67% | 7.6% | 79% | 82% | 7.6% | 7.8% | 7.5% | 65% | 6.5% |Shr.Eq.to Total Assets | 7.0%
ASSETS($Mill.) 2004 2005 6/30/06 | 65.9% | 63.5% | 50.5% | 53.0% | 54.1% | 58.9% | 56.5% | 58.0% | 59.4% | 59.7% | 60.0% | 60.0% |Loans to Tot Assets 60.0%
Loans 41358 4550.0 5041.3 | 12.9% | 13.0% | 14.4% | 19.2% | 16.9% | 18.4% | 18.3% | 17.8% | 18.6% | 18.6% | 21.0% | 21.0% |Return on Shr. Equity 20.5%
Funds Sold 21708 eRe 104 | 83% | 87% | 89% | 1L8% | 10.3% | 111% | 1L6% | 10.7% | 10.8% | 10.1% | 115% | 1L5% |Retained to ComEq | 115%
Other Earning - - - - -- 36% | 33% | 38% | 38% | 39% | 39% | 36% | 40% 42% | 46% | 45% | 45% |All Div'ds to Net Prof 45%
Other 544.1 367.7 _933.7 —— - —

LIABILITIES($Mill.) BUSINESS: First Midwest Bancorp, Inc., through its subsidiary, ~12/05. Loan breakdown as of 12/05: real estate, 50%; consumer,
Deposits 4905.4 5147.8 6258.2 | First Midwest Bank, provides commercial and retail banking, trust, 19%; commercial, 28%; and agricultural, 3%. Has about 1,600 em-
Funds Borrowed 1218.3 12945 1412.6 | investment management, and related financial services in ap- ployees. Officers & directors own 4.4% of common stock (4/06
Long-Term Debt 1293 1301  226.1 | proximitally 70 offices located primarily in suburban metro-Chicago.  proxy). Chairman & CEO: John M. O'Meara. Inc.: DE. Addr.: 300
gﬁg Worth 532.0 5441 694.9 Net loan losses: .22% of average loans in '05; nonperforming as-  Park Blvd., Suite 405, P.O. Box 459, Itasca, IL 60143-9768. Tele-

er 84 937 _101.0 sets, .35% of loans at 12/05; loss reserve, 1.31% of gross loans at  phone: (630) 875-7450. Web: www.firstmidwest.com

Total 6863.4 72102 86928 i : i : | Ve, W Lom.

Loan Loss Restv. 56.7 56.4 624 | First Midwest Bancorp’s second- 2006 guidance. We have, thus, adjusted
ANNUAL RATES  Past Past Estd’'03-05| quarter earnings were down slightly our estimate accordingly, and now expect
of change (persh)  10Yrs,  5Yrs.  10'09-11 | from a year earlier. Second-period share earnings to come in around $2.40 a share

Loans 40% - 80%  80% | net came in at $0.57 versus $0.58 in 2005. this year. This is, however, still a healthy

gs 11.0% 10.0%  7.5% . : D X

Dividends 120% 100%  8.0% Higher expenses were the main culprit in increase over 2005’s results. Moreover, we

Book Value 50% 65% 55% | the decline, as merger integration costs as- don't expect a quick resolve to the yield
Total Assets 45% 75% 75% | sgciated with the recently completed Bank curve issue, and have, thus, cut our 2007

Cal- LOANS ($ mill.) Calumet purchase took a $0.04 bite out of estimate by a nickel as well.
endar |Mar.31 Jun.30 Sep.30 Dec.31 per-share earnings in the quarter. First Midwest isn’t the type of invest-

2003 | 3391 3449 3439 4003 The Calumet acquisition should be a ment you bring up at parties. The bank

2004 | 4115 4173 4147 4079 long-term positive, despite that fact has a conservative culture and a long his-

2005 | 4153 4223 4287 4306 that near-term results have been hurt. tory of slow, but steady, growth. In fact,

2006 | 5042 5041 5150 5200 The company issued some four million one of the most notable aspects of the

2007 | 5250 5350 5425 5475 shares to help finance this merger, dilut- stock is that the dividend distribution has

Cal- EARNINGS PER SHARE A Full | ing near-term share net. Moreover, in- been increased for 13 years. So, while the
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | tegration costs were a drag on second- stock isn't ranked highly for price perform-

2003 48 52 45 52 | 197 | quarter earnings and were higher than we ance over the next six to 12 months, it still

2004 51 53 54 54 | 212| had originally expected. Still, the deal has some investment merit for those seek-

2005 | .55 58 59 49 | 221| should be beneficial over a longer-time ho- ing a reliable and growing stream of in-

2006 | .55 .57 .64 .64 | 240| rjzon, as the marriage expands the bank’s come. The current share price, however,

2007 | 60 .60 65 .85 | 250 peach into its wealthy Chicago suburban largely reflects our earnings growth ex-

Cal- | QUARTERLY DIVIDENDS PAID Bx Full | markets. Still . . . pectations to 2009-2011, as First Mid-
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | We have reduced our 2006 and 2007 west's good quality tends to result in in-

2002 | .17 17 17 17 68| earnings estimates. Expenses related to vestors affording its shares a high valua-

2003 | .19 19 19 22 79| the merger and the difficulty of dealing tion. Frequent market noise about the

2004 | .22 22 22 24 90 | with a flat yield curve (the difference be- bank being a possible acquisition target

205 | 24 24 25 25 98| tween short-term and long-term interest also could lend support to the shares.

2006 | .25 215 215 rates) led management to trim its full-year Reuben Gregg Brewer September 22, 2006
(A) Diluted earnings. Next earnings report is | (B) Dividends historically paid in late January, | (C) In millions, adjusted for splits. Company’s Financial Strength B++
due in October. April, July, and October. = Dividend reinvest- Stock’s Price Stability 100

ment plan available. Price Growth Persistence 60
Earnings Predictability 100

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.




NSG WPD-6 (2)
Page 90 of 236

RECENT PIE Trailing: 15.5 RELATIVE DIVD
FIRSTMERIT CORP.nogeier i 23.22 3w 15.2 Gt 55 0.7 5.0% [Nl |
TMELNESS 3 raetsnsns | MOV 59| 1890 93 30d| 8| 4| 27| Be| o 80| 21 %8 Target Price Range
SAFETY 3 New1/1/% LEGENDS
) —— 13.0 x Earnings p sh 64
TECHNICAL 3 Raised72tlt6 |- , Relative Pric Stengh i
BETA .95 (1.00 = Market) 2-for-1 split  9/97 40
2009-11 PROJECTIONS Oggg(sed?rfea indicates recession T e I ] BT B e e e T B e EE 32
: _ Ann’l Total WRIIL S ML L P | TTPTTIN | AT YLLIITTIEILL LITLLEULE PO N I (RRayu e 24
N P3r|50e +Gsa6r(1’/ Ii%tg/rn Tt ..-.'ﬂ’/ i'l I 117 f m& ! e %0
ti(l)gN 25 E+10°/:l3 I ey '"/;ka‘l'l e HI ’ 16
Insider Decisions H .'h"'.l il S L A - 12
ONDJFMAM]
By 0000000OQ0O0 8
Options 0 1 0231200 oteee | 6
to Sell 020100100 % TOT. RETURN 8/06
Institutional Decisions THIS  VLARITH.
405 1Q2006  2Q2006 STOCK  INDEX
ooy g5 es 77| ocent 6 . Tt e S8 91
to Sell 54 71 65 | traded > b Ly NTRRIIL IR N nanniinman 3yr. 31 494 [
HUs(000) 37695 35061 36831 MR |IIIIIIIIIIIIIIII R EAT A AR RCCRRCTE TR RRRARAY AR Sy 173 704
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
.70 .79 1.01 1.10 111 .39 1.09 1.38 1.52 1.73 1.80 1.90 181 143 121 1.56 150 1.70 |Earnings per sh A 235
.38 40 41 45 49 51 55 61 .66 .76 .86 93 .98 1.02 1.06 1.10 114 1.18 |Div'ds Decl'd per sh B = 1.30
6.13 6.50 7.11 1.76 7.94 8.10 173 859 | 10.23 9.01 | 1048 | 10.70 | 1140 | 11.65 | 11.66 | 11.39 | 11.05| 11.55 |Book Value per sh 14.25
50.22 | 50.36| 50.39 | 5050 | 54.33| 67.00| 6772 | 61.76 | 75.16 | 92.05 | 87.03 | 84.99 | 8451 | 8472 | 84.19 | 8234 | 80.00 | 80.00 |Common Shs Outst'g € | 80.00
8.7 9.1 10.2 113 111 328 14.2 17.0 18.3 153 113 132 14.0 16.2 215 17.1'| Bold figyres are |Avg Ann’l P/E Ratio 13.0
.65 .58 .62 67 73 220 89 98 .95 87 .73 .68 .76 92 114 91 Value|Line Relative P/E Ratio .85
6.4% | 5.6%| 4.0%| 37% | 4.0% | 4.0% | 36% | 26% | 24% | 29% | 42% | 37% | 39% | 44% | 41% | 41%| ="' |Avg Ann'lDivd Yield 43%
CAPITAL STRUCTURE as of 6/30/06 52280 | 5307.5 | 7127.4 | 10115 | 10215 | 10193 | 10688 | 10474 | 10123 | 10161 | 10300 | 10700 |Total Assets ($mill) 13000
3606.7 | 3781.1 | 4766.4 | 6636.9 | 6846.6 | 7004.5 | 6885.1 | 6454.0 | 6335.8 | 6590.6 | 6850 | 7200 |Loans ($mill) 8700
LT Debt $658.7 mill.. ~ Duein 5 Yrs $22.0 mill. 2510 | 2555 | 3054 | 3840 | 376.2 | 3915 | 4216 | 393.6 | 350.8 | 349.0 350 365 |Net Interest Inc ($mill) 425
LT Interest $24.0 mill 178 | 216| 284| 272| 327| 473| 986 | 1022 | 739| 438| 380| 40.0 |LoanLossProvin ($mill)| 600
Pension Assets-12/05 $133.1 mill. 825 836 | 1105 | 1547 | 1639 | 1850 | 1864 | 210.1 | 1743 | 1905 205 220 Non?nterest Inc ($mi|ll) 275
Oblig. $169.2 mill. | 2097 | 1911 | 2427 | 2829 | 2752 | 2867 | 287.0 | 327.0 | 3119 | 3135 340| 350 |Noninterest Exp (Smill 370
70.9 86.4 | 1084 | 1580 | 159.8 | 163.7 | 1544 | 1217 | 1032 | 1305 120 135 | Net Profit ($mill) 190
33.1% | 31.7% | 25.2% | 30.9% | 31.2% | 32.5% | 30.6% | 30.3% | 25.9% | 28.4% | 30.5% | 30.5% |Income Tax Rate 30.5%
1.36% | 1.63% | 1.52% | 1.56% | 1.56% | 1.61% | 1.44% | 1.16% | 1.02% | 1.28% | 1.15% | 1.25% |Return on Total Assets | 1.45%
Common Stock 80,058,315 shares - ] ] -] -] -] 2955] 3002 40L1] 650 600 |Long-Term Debt ($mil) [ 900
523.7 | 530.3 | 7686 | 8336 | 9149 | 9108 | 964.7 | 987.2 | 9813 | 9376 885 925 | Shr. Equity ($mill) 1140
MARKET CAP: $1.9 billion (Mid Cap) 10.0% | 10.0% | 10.8% | 8.2% | 9.0% | 89% | 9.0% | 94% | 9.7% | 9.2% | 85% | 85% [Shr.Eq.to Total Assets | 9.0%
ASSETS($Mill.) 2004 2005 6/30/06 | 69.0% | 71.2% | 66.9% | 65.6% | 67.0% | 68.7% | 64.4% | 61.6% | 62.6% | 64.9% | 66.5% | 67.5% |Loans to Tot Assets 67.0%
Loans 6335.8 6590.6 6717.0 | 135% | 16.3% | 14.1% | 19.0% | 17.5% | 18.0% | 16.0% | 12.3% | 105% | 13.9% | 13.5% | 14.5% |Return on Shr. Equity 16.5%
Funds Sold 28620 25465 2as0s | 66% | 90% | 81% | 10.7% | 9% | 92% | 7.3% | 42% | 14% | 40%| 35% | 45% [Retained to Com Eq 75%
Other Earning 48.4 - - -- 51% | 45% | 42% | 44% | 48% | 49% 54% | 66% 87% 1% | 76% 69% |All Div'ds to Net Prof 55%
Other 876.4 1024.2 1076.7 - : : . — _ -
LIABILITIES($Mill.) BUSINESS: FirstMerit Corp. provides a wide range of banking, fi- (12/31/05): commercial, 53%; installment, 23%; mortgage, 9%,
Deposits 7365.4 72337 7402.2 | duciary, financial, insurance, and investment services to institutions home equity, 12%; other, 3%. On 12/31/05, 3,050 employees. Of-
Funds Borrowed 1336.5 1426.0 1156.3 | and individuals. About 160 offices in Ohio & western Pennsylvania.  ficers and directors own 6.55% of stock (3/06 proxy). Chairman:
Long-Term Debt 3002 4011  658.7 | Net loan losses: .76% of average loans in 2005. Loan loss reserve, John R. Cochran. Pres. & CEO: Paul G. Greig. Inc.: OH. Address:
Net Worth 9813  937.6  870.7 | 1299 of loans (6/30/06); nonperforming assets (including loans 90 Il Cascade Plaza, 7th Floor, Akron, OH 44308. Telephone: 330-
Other 139.2 1629 16691 jovs past due), 1.12% of | d other real estate. L 996-6300. Internet: wwiw.firstmerit
Total 10122.6 10161.3 10254.8 yS pas ue), . 0 Of loans and other real estate. Loans . Internet: www.tirstmerit.com.
Loan Loss Resrv. 973 907 877 FirstMerit turned in disappointing hand, service charge and credit card in-
ANNUAL RATES  Past Past Est'd’03-05| June-quarter results. A single credit re- come are growing nicely, and are expected
of change (per sh) lOYrS 5vis. - 100911 | Jationship accounted for a $6.6 million to support a 7% rise in fees in 2006. The
Loans 35% 1% 60% | |oan charge-off that pushed up its credit organizational changes under way under
gs 50% -35%  9.0% . . > c - - :
Dividends 80% 7.0% 35% | costs. Net interest income came in mod- the company’s new CEO include incentives
Book Value 40% 30% 35% | estly below the March-quarter level due to and other measures to accelerate revenue
Total Assets 40% 25%  50% | some contraction in assets that earn inter- growth. But the initiatives are still in
Cal- LOANS ($ mill.) est income and a bit more pressure on the their early stages, and it's unclear when
endar [Mar.31 Jun.30 Sep.30 Dec.31 net interest margin. Initiatives to realign they will pay off.
2003 | 7006 7063 7121 6454 the branch system and change the organi- Operating expense in the second half
2004 | 6388 6412 6356 6336 zational structure pushed up expenses. will still include some upfront costs
2005 | 6433 6518 6603 6596 With the sizable loan charge-off be- tied to the organizational changes.
2006 | 6585 6717 6775 6850 hind it, the company expects its credit The company has already identified $12
2007 | 6900 7000 7100 7200 loss ratio to decline. The larger-than- million of potential cost reductions, but the
Cal- EARNINGS PER SHARE A Full | normal loan loss in the June quarter savings won't be realized until next year.
endar [Mar31 Jun.30 Sep.30 Dec3l| Year | entailed some unusual circumstances. Although earnings might strengthen
2003 45 44 46 08 | 143| Most of FirstMerit's credit-quality in- in the second half, we now expect full-
2004 15 .36 37 33 | 121 dicators seem to be pointing in a positive year results in 2006 to fall short of the
2005 | 36 43 44 34| 156 direction. But a moderation in economic 2005 tally. But we tentatively look for
2006 | .37 .35 38 40 | 150| growth could slow the company’s progress some bottom-line improvement in 2007, as
2007 | A0 42 43 45 | 170] in reducing its problem loan ratio, which is management’s efforts to spur revenue
Cal- | QUARTERLYDIVIDENDSPAIDB= | rFyii | still a bit higher than peer banks'. growth and trim expenses gain traction.
endar [Mar.31 Jun.30 Sep.30 Dec3l| Year | The outlook for revenue growth is FirstMerit shares are ranked 3 (Aver-
2002 | .24 24 25 25 98| mixed. Net interest income is likely to age) for Timeliness. Although the divi-
2003 | .25 25 26 26 102 | remain at about the 2005 level, with mid- dend yield exceeds that offered by many
2004 | .26 26 27 27 106 | single-digit loan growth offsetting contin- money market funds, the high payout ratio
205 | 27 27 28 .28 110| ued pressure on the net interest margin probably limits the disbursement’s growth.
2006 | 28 .28 .29 due to the flat yield curve. On the other Theresa Brophy September 22, 2006

(A) Diluted earnings. Excludes extraordinary | (B) Dividends historically paid in mid-March,
gain: '99, 6¢. Excludes nonrecurring losses: | June, September, and December. = Div'd rein-

98, 18¢; '99, 35¢; '01, 55¢; '03,
ings report due mid-October.
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1¢. Next earn-

vestment plan available.

(C) In millions, adjusted for stock splits.

Company’s Financial Strength B+
Stock’s Price Stability 90
Price Growth Persistence 30
Earnings Predictability 65
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FLOR'DA ROCK |NDS RECENT 39 06 PIE 11 3(Trai|jng: 128')|RELATIVE 0 64 DIVD 1 60/
NYSE- FRK PRICE . RATIO O \Median: 14.0/| PIE RATIO YLD 070
;I}L\AFEELTlﬁESS g towerejj/joézﬁ FE'?ENDSQS 34| 45| 55| 50| 'a3| 106 128| 140| 236 60| 357 s Dote ds
owere —— 12.0 x "Cash Flow" p sh 120
TECHNICAL 4 Lowered 100606 | : - - Relative Price Strength Hor-2 100
2 for-1 split 11/97 n 80
BETA 1.10 (1.00 = Market) 3-for-2 split 9/01 M S 64
2009-11 PROJECTIONS_ | 31or3 Shit 7i0a A AL O i R i
. .~ Ann'l Total | Options: Yes ) e w',—‘ Ul
Price Ga”; Regg/rn haded area indicates recession 3-for-2 y 4,; |® w
ti(l)% gg E:gg"% 18%01 LA —4 ! 24
Insider Decisions " |li“ = ig
NDJFMAMIJIJ H—t 1 + J20 eapeete
©oBly 0000000O0O — | A T N - 12
Options 002200010 P |I"IIII || |I|III|I [~ ] N R e
oSl 002200000 TRTTLIT | | RN LN %TOT. RETURN 8106 |8
Institutional Decisions II|'"|| LN JHS - VLARITH

I I | e - iy
to Sell 105 101 140 | g A Pashoss, e e T 3yr. 68.3 494 |
HUs(000) 36211 35283 30142 .ui....u.. OO PP O T PP T PR UL L L Syr. 1603 704
1990 (199119921993 | 1994 | 1995 1997 [1998 [ 1999 | 2000 [ 2001 [2002 | 2003 [ 2004 | 2005 | 2006 | 2007 [ © VALUE LINE PUB,, INC. | 09-11

6.28 476 438 4.60 5.26 5.76 6.37 721 7.73 910 | 1033 | 11.26 | 1126 | 1155 | 14.68 | 17.60 | 21.50 | 24.00 |Sales persh A 28.15
a7 .52 49 50 67 79 89 1.07 1.14 134 161 187 2.10 215 2.59 3.39 4.40 4.85 |“Cash Flow” per sh 5.65
.28 .03 .06 10 27 37 42 59 .60 72 .76 87 1.06 1.16 157 2.36 3.25 3.60 |Earnings per sh AB 430
.07 .07 .07 .07 07 07 07 07 07 .07 13 15 .16 24 47 .57 .60 .64 |Div'ds Decl'd per sh © .78
37 .39 43 51 .36 63 12 73 1.50 161 171 1.09 a7 .70 162 192 2.25 3.30 |Cap'l Spending per sh 2.00
2.77 2.73 2.11 2.68 3.00 330 3.64 418 471 5.31 6.06 7.02 7.94 8.89 9.61 | 11.41| 1415| 17.25 Book Value persh 27.85

6219 | 62.19| 62.09| 64.03| 64.04| 6404 6260 | 6338 | 63.67 | 63.67 | 6270 | 63.54 | 6430 | 64.62 | 64.62 | 6555 | 66.00 | 66.30 |[Common Shs Outst'g E | 67.50

- NMF | NMF 38.1 154 111 9.2 9.2 133 139 136 144 15.0 15.2 173 18.3 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
NMF | NMF| 225| 101 T4 58 53 69 79 88 74 82 87 91 96| ValuelLine |Relative PIE Ratio 1.00

22% | 21% | 20% | 1.8% | 18% | 19% | 14% | 9% | 7% | 12% | 12% | 10% | 14% | 17% | 13% | =" |Avg Ann'IDivd Yield 1.2%
CAPITAL STRUCTURE as of 6/30/06 398.7 | 456.8 | 4925 | 5793 | 647.8 | 7157 | 7237 | 746.1 | 9485 | 11535 | 1420 | 1590 |Sales ($mill) A 1900
Total Debt $19.8 mill.  Duein 5 Yrs $5.5 mill. 17.9% | 19.0% | 18.7% | 18.9% | 20.6% | 21.9% | 23.5% | 23.0% | 23.9% | 26.7% | 28.7% | 28.7% |Operating Margin 28.5%
LT Debt $16.5mill. LT Interest *é%/-‘) Tlc" | 88| 7] 34| 85| 520| 626| 662 631| 636| 646 720| 780 Depreciation (Smill) 86.0
@eofCapital) | 570 | 371 | 389 | 466 | 488| 64| 689 756 1038 1577| 220| 245 |Net Profit $mill) 295

Leases, Uncapitalized Annual rentals $1.5 mill. 34.3% | 34.1% | 35.2% | 35.2% | 34.4% | 35.2% | 35.2% | 35.0% | 36.0% | 38.3% | 36.5% | 36.5% |Income Tax Rate 36.5%
6.8% | 81% | 7.9% | 80% | 7.5% | 7.9% | 95% | 10.1% | 10.9% | 13.7% | 15.5% | 15.5% |Net Profit Margin 15.5%

Pension Assets-9/05 $23.4 mill. Oblig. $31.2 mill. 352 | 485| 258 | 149 427| 700 394 | 944 | 394 1205| 175| 245 [Working Cap'l ($mill) 810
Preferred Stock None 16.9 109 239 970 | 163.6 | 1385 437 | 119.0 419 184 16.5 15.0 [Long-Term Debt ($mill) Nil

2281 | 2646 | 2999 | 3383 | 379.9 | 446.2 | 5106 | 5744 | 6209 | 7479 935 | 1145 | Shr. Equity ($mill) 1880

Common Stock 65,808,876 shares 11.2% | 136% | 12.1% | 10.8% | 9.8% | 10.5% | 12.8% | 11.0% | 15.8% | 20.6% | 23.0% | 21.0% |Return on Total Cap'l 16.0%
as of 7/27/06 11.8% | 14.0% | 13.0% | 13.8% | 12.8% | 12.6% | 135% | 13.2% | 16.7% | 21.1% | 23.0% | 21.5% |Return on Shr. Equity 16.0%
MARKET CAP: $2.6 billion (Mid Cap) 9.8% | 12.3% | 11.4% | 12.4% | 10.9% | 10.6% | 11.5% | 11.2% | 12.1% | 16.3% | 19.0% | 17.5% |Retained to Com Eq 13.0%
CUR$|$W||ELI\ET POSITION 2004 2005 6/30/06 | 17% | 12% | 12% | 10% | 15% | 17% | 15% | 15% | 28% | 23% | 18% | 17% |All Div'ds to Net Prof 18%
Cash Assets 459 68.9 81.0 | BUSINESS: Florida Rock Industries, Inc. operates three business ment. Operates in FL, VA, GA, MD, TN, NC, AL, IL, Wash. DC, &
Receivables 107.0 1465  165.8 | segments. Construction Aggregates: mines, processes, sells, and DE. Has about 3,425 employees. Baker family owns 25.4% of com-
Ion%eenrtory (LIFO) ?g% 4%; ‘Ig% distributes sand, gravel, and crushed stone. Concrete Products: mon stock; other off. & dir. 1.7%; FM&R Co. 6.5%; Royce & Assoc.
Current Assets 198:3 266:8 307:5 produces and sells ready-mix concrete, concrete block, prestressed  1.7% (12/05 Proxy). Chrmn.: Edward L. Baker. Pres. & CEO: John
Accts Payable 47.1 731 79.9 and precast concrete, and building materials. Cement and Calcium  D. Baker II. Inc.: FL. Address: 155 E. 21st St., Jacksonville, FL
Debt Dué 21 15 3.3 | Products: produces, imports, and sells masonry and portland ce-  32206. Tel.: 904-355-1781. Web: www.flarock.com.
8g;ferntLiab. igg:; 14712:; 1;5:% Florida Rock probably ended fiscal ment plant. The aggregate producer also

——— 1 2006 on a strong note ... Fiscal years stated that it is not opposed to taking on

AfN;\‘UALRAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ end September 30th. Product demand some long-term debt to finance acquisi-
o chnge (persh) - 10¥8 A, U %t | remained strong last year while pricing tions or other expansion projects. Lastly,
“Cash Flow” 15 5% 150% 13.0% improvements helped to widen margins management believes that the stock price
Eiﬁ\llfi'&mgs %g‘;f %g-ggﬁ) %g‘;ﬁ] and increase profits to record levels. Our may have fallen to a point where repur-
BoakValue 130% 130% 185% | year-end share-earnings estimate current- chasing shares is an enticing option.

Fiscal | QUARTERLY SALES (i) A =1 ly stands at $3.25. ) The company is still defending the

Year : Fiscal| - but its stock did not. The once permit for its Miami quarry. A federal

Ends |Dec.31 Mar31 Jun.30 Sep30| vear | white-hot housing market has cooled off, judge in south Florida ruled that this per-

2003 |1643 1636 1981 2201 | 7461} and jnvestors have taken notice. Most mit was issued improperly. The judge

2004 12254 2286 2516 2429 | 9485 equities tied to the homebuilding industry remanded the permits back to the U.S.

5882 %ggg %gg? géig gégg ﬁggS have been hit hard, and this one is no dif- Army Corps of Engineers for reconsidera-

2007 1350 390 415 435 |1500 | ferent. Since early May, the stock price tion. The company is appealing the ruling

Fiscal EARNINGS PER SHARE A5 = has dropped by more than 40%. Yet, and seeking reissuance of the permit.

Year |pocat Mar3l Jund0 Sen.3o| Fiscdl Next fiscal year should also be rock Meanwhile, business in the area continues

Ends . 50 Jun. - Year | golid. Although fuel costs may remain as usual pending further rulings. The liti-

2003 19 .25 35 37 | 1161 high while residential construction ought gation is costing the company about $1

%88‘; ‘31; gg ‘61; gg %gg to continue weakening, we think that an million a quarter.

2006 '3 86 8 89 | 305 uptick in commercial and public works Shares of Florida Rock do not stand

2007 '80 ‘90 ‘90 100 | 360| construction is on the horizon. Too, further out at t_hls_ juncture. This issue shou!d

UARTERLY DIVIDENDS PAID product price hikes are probably on the perform in line with the broader market in
eﬁg; Ma??,l T30 Son.30 Decal \'(::;'r way. All told, the company should post the year ahead (Timeliness: 3). And,
. : . - share net of $3.60 in fiscal 2007. despite the tremendous drop in price expe-

%ggg -838 -838 -845 045 -%7 Florida Rock is generating lots of rienced over the past four months, this

2004 1‘1"? 1‘1"? 1‘1"? %% '43 cash and has a strong balance sheet. stock only offers slightly above-average 3-

2005 | 133 133 15 15 s7| It plans to spend about $165 million to to 5-year capital gains potential.

2006 | 15 15 15 15 double the capacity at its Newberry ce- Erik A. Antonson October 6, 2006
(A) Fiscal years end September 30th. (B) Pri- | pense from '06. Next earnings report due late | was declared on August 4th and paid October | Company’s Financial Strength A
mary EPS through 1997, diluted thereafter. Ex- | October. (C) Dividends historically paid in early | 1st. (D) Includes intangibles: In '05, $153.0 mil- | Stock’s Price Stability 60
cludes nonrecurring items: '93, 7¢; '00, 38¢; | January, April, July, and October. In 2004, a | lion, $2.33 a share. (E) In millions, adjusted for | Price Growth Persistence 100
'01, 32¢; '03, 1¢; '04, 15¢. Includes options ex- | special, one-time dividend of $1.00 a share | stock splits. Earnings Predictability 85
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RECENT PIE Trailing: 22.9'} | RELATIVE DIVD
FRANKLIN ELECTRIC woosee 52" 50.48 [ 19,0 B)ERS 1L07IP 0.9%
. High:| 86| 11.7| 16.1| 181| 187| 183 21.3| 30.3| 328| 435| 453| 629 i
TIMELINESS g Rsed 72905 | [0"| 73| 77| 102 100| 148| 131| 160| 200| 230 200| 345| 387 Tzzgggt 2828 R;Sff
LEGENDS
SAFETY 5 Lowered 101405 | LEC Lox e FSI?W" ’t’hSh %(2)8
TECHNICAL 2 Reised 7706 |-, Reaie prce Sieng P
BETA .85 (1.00 = Market) 8f(l)_ro-%ssp'\llwto [ e e e e e e e e 64
1 N
2009-11 PROJ ECTlAaw’lsTotal haded area indicates recession Zi-for-l !I|I e | | |eeeeade.... 48
Price  Gain  Return 2‘-for-1 |II'|II I'll'J'_".'l—"'__
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Low 50 (Nil 1% . ||-|||= it 24

- — [ 5
InS|derAD§c|§|c;‘ng . — i Tl 12
By 00000000 O — A T
Opichs 200100105 i I 12
oSl 200100105} . foey | % TOT. RETURN 6/06 |8
Institutional Decisions TR A | I THIS  VLARITH.

302005 402005 1Q2006 STOCK  INDEX |
o Buy 47 54 62 Eﬁ;ﬁggt 4'2 et S T R lyr. 348 118 [
to Sell 37 44 48 [ ' | | ! mi . . . [
shares 3 | IV S| 1 11 1 e 1! OIS 3y 920 639

Hiso) 13737 14021 14222 VOO 5 e O AR AT 5y 180 507

19901991 (1992|1993 | 1994 | 1995|1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
7.44 7.56 8.02 8.28 974 | 11.05| 11.80| 1297 | 1222 | 1354 | 1480 | 1513 | 16.39 | 1647 | 1834 | 1955 | 24.90 | 27.25 |Sales persh A 3375
49 .58 .65 .79 1.00 98 117 1.30 145 158 159 187 2.08 221 241 2.77 3.40 3.75 |“Cash Flow” per sh 5.05
32 .39 46 59 Jq1 59 81 91 1.01 115 1.07 1.20 1.42 153 1.65 2.04 2.65 2.95 |Earnings per sh B 4.15
-- -- -- .04 07 10 12 14 17 19 22 .24 .26 .28 31 .38 46 .54 | Div'ds Decl'd per sh © .78
13 18 24 .26 31 24 24 37 1.10 .63 .64 31 12 .70 .96 .79 .95 1.00 |Cap’l Spending per sh 1.00
A48 94 1.37 2.01 2.62 322 3.92 397 411 4.45 5.27 5.78 7.07 884 | 1063 | 11.90 | 14.10 | 16.15 |Book Value per sh E 24.15

2405| 2434 2475| 2492 | 2480 | 2502 2548 | 2339 2230 | 21.65 | 22.02 | 21.34 | 21.65 | 21.83 | 22.04 | 2249 | 2270 | 23.50 |Common Shs Outst'g O | 26.50
72 9.7 12.2 116 11.0 135 11.3 14.0 16.2 146 158 15.1 16.8 185 217 19.8 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
.53 .62 74 69 72 90 Jq1 81 84 .83 1.03 a7 92 1.05 115 1.06 ValuejLine Relative P/E Ratio 1.00
- - - 5% | 9% | 12%| 13% | 11% | 10% | 11% | 1.3% | 1.3% | 1.1% | 10% | 9% | 9% | US| Ayg Ann'l Divid Yield 1.6%

CAPITAL STRUCTURE as of 4/1/06 ] 300.7 | 3033 | 2725 | 2932 | 3257 | 3229 | 3549 | 3595 | 4043 | 4396 565 640 |Sales ($mill) A 895

Total Debt $13.7 mill.  Due in 5 Yrs $13.7 mill. 13.8% | 144% | 16.7% | 17.0% | 15.7% | 18.0% | 17.8% | 18.3% | 19.9% | 19.9% | 20.5% | 20.0% |Operating Margin 21.5%

LT Debt $12.4 mill. LT Interest $1.0 mil. 84| 73| 75| 75| 108| 127| 129| 137| 151| 150| 17.0| 18.0 |Depreciation (mil) 190

(@ofCapl) | _215| 232| 248| 268 242| 272| 32| 345 381 473| 600| 70.0 |Net Profit ($mill 1150

35.5% | 37.3% | 38.1% | 36.8% | 38.1% | 37.4% | 36.2% | 32.8% | 35.5% | 35.3% | 36.0% | 35.0% |Income Tax Rate 35.0%

Pension Assets $132.7 mill.  Oblig. $149.0 mill. 72% | 77% | 91% | 91% | 74% | 84% | 9.1% | 9.6% 9.4% | 10.7% | 10.6% | 10.9% |Net Profit Margin 12.8%
88.2 88.0 61.9 56.8 54.9 69.2 62.7 826 | 111.6 | 139.00 170 220 |Working Cap'l ($mill) 460

Pfd Stock None 203 | 192| 181 | 171| 159| 145| 259 | 150 | 138| 123| 120| 120 |Long-Term Debt ($mill) 12.0

Common Stock 22,646,412 shs. 998 | 928| 916| 963| 1160 | 1233 | 1531 | 1929 | 2343 | 2676 | 320 | 380 |Shr. Equity ($mill) € 640

as of 4/1/06 18.5% | 21.4% | 23.2% | 24.2% | 18.8% | 20.1% | 18.3% | 16.8% | 15.4% | 17.0% | 18.0% | 18.0% |Return on Total Cap'l 17.5%

o ) 21.5% | 25.0% | 27.1% | 27.8% | 20.9% | 22.0% | 21.0% | 17.9% | 16.3% | 17.7% | 19.0% | 18.5% |Return on Shr. Equity 18.0%

MARKET CAP: $1.1 billion (Mid Cap) 17.5% | 21.4% | 22.9% | 23.4% | 16.8% | 17.9% | 17.4% | 14.8% | 13.3% | 14.5% | 15.5% | 15.5% |Retained to Com Eq 14.5%

CUR$|$W||ELI\ET POSITION 2003 2004  4/1/06 | 14% | 15% | 15% | 16% | 19% | 19% | 17% | 17% | 18% | 18% | 17% | 18% |All Div'ds to Net Prof 18%

Cash_Aséets 30.0 50.6 69.4 | BUSINESS: Franklin Electric Company, Inc. is a leading manufac-  employees; 966 shareholders of record. Officers and directors own

Receivables 292 393 42.4 | turer of submersible electric motors primarily for water well pumping  4.8% of common stock; Select Equity Group, 14.8%; Wells Fargo,
Ion%eenrtory (LIFO) Eﬁz %g ?gg systems and fueling systems. Also produces fractional horsepower ~ 7.9%; T. Rowe Price, 7.0%; 2 other large holders, 17.0% (3/06
Current Assets 128I0 166.1 207'7 electric motors and electronic controls. Sells primarily to original ~ Proxy). Chairman and Chief Executive Officer: Scott Trumbull. Inc.:
Accts Payable 16.0 16I6 20'5 equipment manufacturers through a direct sales force. Foreign Indiana. Address: 400 East Spring Street, Bluffton, Indiana 46714-

) ) : sales: 37% of '05 total. 2005 depreciation rate: 7.0%. Has 2,600 3798. Telephone: 260-824-2900. Internet: www.franklinelect.com.

Debt Dué 14 1.3 1.3
Other 280 365 3211 anklin Electric posted a huge in- gins are in the double digits. Furthermore,
Current Liab. 454 544 539 . - P ge . . ! §

—— 1 crease in earnings for the first the investment builds on JBD, which was

AfN;\‘UA'- RAEES 1535‘ 5P¢St ES: d'og'31_105 quarter of 2006. Earnings were up more purchased in 2004, and will likely allow

Jchange persh) - 10¥rs, - SUs 0% | than 60% to $0.42 from $0.26 a year ago. for cross selling opportunities. Finally, we

“Cash Flow” 105% 100% 125% | This was driven by higher sales of $111 expect it to be highly accretive to earnings

E.ﬁf.'&'ngs %gg‘;@ ﬂ'%) %gggf million versus $82 million. Core sales (rev- over the next year.

BoakValue 0% 180% 1s0% | enues excluding acquisitions and foreign We are raising our estimates. The in-

T currency translation) were up 35%. How- tensity of the prebuy from Pentair and
ca | %UARJTERIS(SASLESI(meID,) b FUI | ever, we do not believe this is likely to con- ITT, and our forecast for earnings accre-
endar_|Mar.Per Jun.Per Sep.Per Dec.Perl Year | e through the rest of the year. tion resulting from the Little Giant trans-

2003 | 698 938 997 962 | 3595 | The surprisingly strong quarter was action, shouid meaningfully benefit earn-

2004 | 80.2 106.2 1103 107.6 | 404.3 P i i i

505 | 824 1236 1191 1145 | 4396 probably due to inventory builds at ings. Therefore, we have increased our

2006 111'0 150' 155' 149' 565' Pentair and ITT. This makes sense, con- 2006 earnings forecast to $2.65 from $2.35.

2007|130 175 170 165 | a0 | Sidering that these customers were likely Our 2007 call is $2.95, up from $2.55.

EARNINGS PER SHARE A5 hedging against future supplier con- These shares are trading at lofty

Cai" Mar-Per Jun.Per Sep per Dec.Per 5“" straints resulting from Franklin's new dis- levels. Franklin Electric is a strong com-
endar [Mar.7er Jun. LE ' € | tribution strategy of no longer selling some pany and management is taking all of the

%002 %g -22 -27 ig %-53 product directly to OEMs. right steps to benefit shareholders, but we

2885 % '68 '68 58 282 The Little Giant Pump Company ac- believe the stock price already reflects a

2006 1 1 77 75| 265 quisition has closed and is now in- significant amount of future earnings

2007 49 ‘84 ‘82 ‘80 | 295| cluded in our estimates. This company growth. Even though the stock price has

.UARTER.LYDIVIDENDSPAID.C — has product lines such as sump, sewage, declined since we urged caution in our
gg"r Ma??,l T30 Son.30 Decal \'(:U”r and industrial submersible pumps. The April report, we still think there is some
enda : : p. : €&} submersible pump line is important be- downside risk to owning these shares. We

%ggg 825 8?5 8‘735 8‘735 %g cause it is consistent with Franklin's stra- believe investors should wait for the stock

2004 07 08 08 08 31| tegy to grow in that segment of the pump price to pull back further before adding to

2005 08 10 10 10 38 market. The business has sales of about positions here.

2006 | 10 11 ' "7 | $110 million per year, and we think mar- Greg McGowan July 14, 2006
(A) Yr. ends Sat. closest to Dec. 31st. late July. 12/31/05: $58.0 million, $2.57 a share. Company’s Financial Strength B++
(B) Diluted earnings. Excl. net nonrecurring (C) Dividends historically paid in late February, Stock’s Price Stability 60
items: '89, 3¢; '90, 1¢; '91, 3¢; '92, 2¢; '93, 8¢; | May, August, November. (D) In millions, ad- Price Growth Persistence 100
'97, 18¢; '00, (18¢). Next earnings report due | justed for split. (E) Includes intangibles. At Earnings Predictability 90

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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ANNUAL RATES  Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Mortgage Lns 25.0% 48.5% 4.0%
Savings Dep -- -- --
Earnings 15.5% 8.5% 8.0%
Dividends 17.0% 16.5% 14.0%
Book Value 20.0% 20.0% 7.0%
Cal- |  LOANSOUTSTANDING (§ bill)
endar |Mar.31 Jun.30 Sep.30 Dec.31
2003 -- -- -- 660.4€
2004 -- -- -- 66458
2005 |6614 6739 6948 709.4
2006 | 7154 7222 725 730
2007 | 732 736 740 745
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | 322 328 d49 .68 6.69
2004 | 1.68 389 d2.25 46 3.78
2005 | 159 138 119 91 5.07
2006 | 130 130 135 140 5.35
2007 | 160 155 165 165 6.45
Cal- QUARTERLY DIVIDENDS PAID 8 Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 | .22 22 22 22 .38
2003 | .26 .26 .26 .26 1.04
2004 | .30 .30 .30 .30 1.20
2005 | .35 .35 .35 A7 152
2006 | 47 .35

RECENT PEE Trailing: 11.9'}| RELATIVE DIVD
FREDDlE MAC NYSE-FRE PRICE 6041 RATIO 11.3(Median:15.0 PIE RATIO 064 YLD 31%
High: 20.9 29.0 44.6 66.4 65.3 70.1 71.3 69.5 64.8 74.2 73.9 68.8 i
TIMELINESS 4 ew 57705 Low: 12.5‘ 19.1| 26.8| 387| 454 369| 588| 526| 465| 564 | 545| 55.6 Tz%rggt ESES Rzagff
SAFETY 2 New52its LEGENDS _
4 T Relaive prce Stenih 200
TECHNICAL Lowered 8/18/06 ior selt g7 g AN 160
BETA .85 (1.00 = Market) Options: Yes N Y Al /N A K I R N (SR P,
2009-11 PROJECTIONS haded area indicates recession y 100
ori Gai Ang’ItTotaI / 1-- 80
rce ain etrn / —_d---
High 135 (+125%g 25% i e /\I‘ st I"'IIII“' T I||""I ||".Ii|l L e 60
Low 100 ' (+65%) 16% el ety il LA 50
Insider Decisions i ”!-' /I l! Iy T 40
ONDJFMAMIJ !l 5 SR S 30
By 000000000 B e S
Optons 0 0 00 00O0O0O . s i sepegee e, 20
0Sel 0 0 00000 00 =gl e % TOT. RETURN 7/06
Institutional Decisions ™l THIS  VLARITH.
3Q2005  4Q2005  1Q2006 Percent 15 1yr STgch INI;ES( L
B 233 244 257 ) R \ \ . -5. ! L
Sl 207 o7 a4 | ghares 10 ) R0 L R P TR 191 P sy, 267 523 [
Hid's(000) 601226 618972 642561 XTI, PP FeeTe SECT v R AR R R AR TR RN Syr. 70 592
Federal Home Loan Mortgage Corp.|1996 [1997 [1998 [1999 [2000 | 2001 [2002 [2003 |2004 |2005 | 2006 | 2007 | ©VALUELINE PUB., INC. [09-11
(Freddie Mac) was created by an Act of | 167 | 190| 232| 296| 501 | 421 | 1418| 669 | 378| 507| 535| 645 Earnings pershA 8.40
Congress in 1970. In 1984, itissued approx.| 35| 40| 48| 60| 68 80| 88| 104 | 120| 152| 188 | 210 |DivdsDecld pershareB 270
15 mill. shs. of participating pfd. stk. to| 768 | 874| 1171 | 1677 | 1681 | 2161 | 3880 | 39.03 | 3866 | 33.97 | 44.95 | 47.85 |Book Value per sh 56.90
FHLB-member S&Ls. Trading was generally | 69448 | 678.89 | 685.30 | 695.09 | 692.70 | 695.30 | 688.62 | 688.57 | 690.61 | 693.00 | 690.00 | 690.00 [Common shs Outs'g | 680.00
limited to FHLB members and mkt. makers. [ 136 180 21.3| 188 96 155 44 83| 169 125 Bold figlres are |Avg Ann'I PE Ratio 140
In 8/88, co. offered for each pfd. share plus 85| 104| 111| 107 62 79 24 47 89 67 | ValuelLine |Relative PJE Ratio 95
$7, 4 shares of freely transferable senior| 15% | 12% | 10% | 11% | 14% | 12% | 14% | 19% | 19% | 24% | "™ |AvgAnnl Divid Yield 1.3%
part. pf(?]., which b.ega”/ when-llssueﬂ trad- 737765 164421 | 57084 | 56676 | 59240 | 62792 |589722 660357 | 664468 | 709400 | 730000 | 745000 | Mortgage Loans (Smill) | 835000
ing on the NYSE in 12/88. In 8/89, the FIR- | 554560 | 600360 | 646459 | 749000 | 961794 1138167 |716770 |784520 | 852270 | 974200 025000 1080000 |PCs Outs'g (mill) 1275000
REA law converted these shs. into voting 75470 18820 | 1927.0 | 2540.0 | 2838.0 | 5480.0 | 8886.0 | 9498.0 | 9137.0 | 53700 | 5775 6350 |Net Int Income (smil) | 8400
com. shs. All of the share figures Shown as- | 19490 | 1080 | 1307.0 | 14050 | 14890 | 16390 | 1516.0 | 1638.0 | 13820 | 1510.0 | 1900 | 2050 |Guaranty Fees (mill) 2120
sume the prior cv. of pfd. stock into voting [~g az06 [777% | 6.77% | 6.45% | 6.79% | 6.54% | 5.80% | 493% | 466% | 450% | 4.45% | 4.45% |Avg Portfolio Yield ® | 500%
com., adj. for the 4-for-1 exchange. 5.95% | 6.23% | 6.17% | 6.22% | 6.31% | 5.63% | 4.61% | 3.62% | 3.54% | 3.50% | 3.45% | 3.45% |Avg Interest Paid © 3.80%
CAPITAL STRUCTURE as of 12/31/05 30.0% | 29.0% | 27.8% | 29.8% | 29.1% | 39.6% | 31.8% | 31.4% | 24.1% | 13.1% | 26.0% | 27.0% |Income Tax Rate 30.0%
ST Debt $290.2 bill. (38;% of Cap'l) | 12430 | 1395.0 | 1700.0 | 2218.0 | 3666.0 | 2937.0 | 10090 | 4816.0 | 2827.0 | 3732.0 | 3910 | 4670 |Net Profit ($mill) 5930
hz%i?itntiséeanlgy& bension Plan (59% of Cap') ["g0105 | 85128 | 193871 | 175525 | 183576 | 250338 |244429 | 295262 | 282303 | 290174 | 310000 | 285000 |Short-Term Debt ($mill) | 290000
Pfd Stock $4 609 bill. Pfd Div'd $210.0 mil, | 76876 | 83446 | 93363 |185056 |243178 |311608 421267 444351 | 449394 | 454627 | 460000 | 465500 |Long-Term Debt ($mill) - | 482000
(Less than 1% of Cap') | 6731 | 7521 | 10835 | 11655 | 14837 | 19624 | 31330 | 31487 | 31306 | 28140 | 33500 | 35500 | Shr. Equity ($mill 41200
Common Stock 692,717,422 shs. 39% | 39% | 34% | 3.0% | 32% | 3.1% | 42% | 39% | 39% | 35% | 40% | 45% [Shr.Eq.to Total Assets | 5.0%
MARKET CAP: $41.8 billion (Large Cap) T2% | 2% | 53% | 57% | .80% | 46% | 1.34% | 60% | .36% | .46% | 50% | .60% |Returnon Total Assets | .70%
ASSETS ($bill.) 2003 2004 12/31/05 | 185% | 18.5% | 15.7% | 19.0% | 24.7% | 15.0% | 32.2% [ 153% | 9.0% | 13.3% | 115% | 13.0% |Return on Shr. Equity F | 14.5%
Mortgages 6604 6645 7004 | L7:3% | 173% | 15.6% | 14.1% [ 259% | 144% | 346% | 14.4% | 67% | 103% | 7.5% | 0.0% |Retained to Com Eq 10.0%
Investments 109.1 973  67.8| 26% | 26% | 26% | 26% | 18% | 26% | 8% | 19% | 37% | 35% | 39% | 36% |All Div'ds to Net Prof 35%
St:gIrLITIES (sbill) 33.9 334 290 BUSINESS: Freddie Mac (known formally as Federal Home Loan of the U.S. appoints 5 dirs. to 18-member board. Subject to explicit
Short-Term Debf 2953 2823 2885 Mortgage_Corp.) maintain_s_a} secondary marke_t in residential mort-  federal regulation. Has about 3,925 _employees._CapitaI Research
Long-Term Debt 4443 4494  460.2 | gages, primarily by securitizing and guaranteeing such loans. Also  controls 7.8% of common stock; Officers and directors, less than
Due PC Investors 13.2 13.7 10.6 | maintains a portfolio of residential mortgages for its own account. 1% (6/05 Proxy). Chairman & CEO: Richard Syron. Incorporated:
gtq%'—'ﬁ?- %gé %?g %g? Debt enjoys favorable “government-agency” status, but not explicit- ~ U.S. Address: 8200 Jones Branch Dr., McLean, VA 22102. Tele-
Tgtal or 803.4 795‘2 806.2 ly backed by the full faith and credit of the U.S. government. Pres. phone: 703-903-2000. Internet: www.freddiemac.com.
PCs Outstanding 752.2 8523 9742 | Freddie Mac has agreed to impose to complete. In fact, management recently

growth limits on its retained port-
folio. The mortgage giant, as per an
agreement with the OFHEO (the compa-
ny’s regulator), will temporarily limit itself
to 2% annual portfolio growth. Freddie
will be placed under this restriction until
it begins releasing quarterly reports on a
timely basis, which management believes
will happen by the end of next year. While
the growth rate is much less than Fred-
die’s initial target of 7-9%, it is an impor-
tant step in returning credibility to the
company. We view the restriction positive-
ly, as it affords the financial giant a decent
degree of flexibility, and the OFHEQO's im-
position could have been a lot tougher.

Nevertheless, we have lowered our
share-earnings estimates for 2006 and
2007 by $0.65 and $0.40, respectively.
The reductions are mostly due to the port-
folio limits, but also partly a result of
higher expected expenses and lower inter-
est margins. Freddie has been spending
considerable capital on technology and dis-
tribution in order to expand its product
lineup to include new offerings. The pro-
cess Is expected to take two to three years

stated that it does not expect expenses in
the coming quarters to return to historical
levels. Specifically, it pointed to the un-
derinvestment in infrastructure as the pri-
mary contributor to the higher cost base.
Meanwhile, we suspect Freddie's net inter-
est margin will come under increasing
pressure over the remainder of the year;
currently compressed  option-adjusted
spread (OAS) levels are showing few signs
of improvement. A widening OAS allows
the company to pursue more opportunistic
fixed-rate product additions. Instead,
Freddie will likely stick to nonagency addi-
tions, like floating-rate securities, to make
up the bulk of portfolio purchases in the
coming months. These mortgages offer
lower yields and profits than their fixed-
rate counterparts.

These shares are ranked below aver-
age for year-ahead performance. How-
ever, our projections show total return
potential for the years out to 2009-2011 to
be appealing. Investors should expect con-
tinued volatility, though, until regulatory
reform is finalized and put in place.
Praneeth Satish August 25, 2006

(A) Based on avg. voting common/preferred
shrs. outstanding. Incl. extra. losses: '96, 2¢.
Excludes adjustments of $1.53 in '01 and
$2.77 in '02. Next earnings report date un-
© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

known. (B) Dividends historically paid Mar. 31, | end avail. (F) Return on Common: ‘05, 15.9%;
June 30, Sept. 30, Dec. 31. (C) In mill., adj. for | '04, 10.6%; '03, 17.9%; '02, 31.5%; '01, 23.1%;
exchange and splits. (D) Yield on interest earn- | '00, 22.9%; '99, 26.8%; '98, 28%.

ing assets and liabilities from 1998. (E) Only yr.

Company’s Financial Strength A
Stock’s Price Stability 90
Price Growth Persistence 70
Earnings Predictability 40
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RECENT 19 6 4 PIE 1 4 1 Trailing: 158’} | RELATIVE 0 83 DIVD l 30/
I NYSE-FUL PRICE . RATIO . L \Median: 17.0/ | PIE RATIO YLD 070
High:| 99| 124| 151| 163| 182| 179| 156| 167| 151| 152| 181 280 i
THELINESS 3. e 7105 Low | 74 74‘ 113| 85| 95| 70| 86| 121| 99| 124| 126| 158 Tzzgggt 2828 R;Sff
SAFETY 3 New7l27io0 LEGENDS
—— 7.0 x "Cash Flow" p sh 80
TECHNICAL 3 Lowered gt | . - Relative Pice Strength
2-for-1 split 11/01 60
BETA 1.00 (1.00 = Market) éforlswt 8/06 50
2009-11 PROJECTIONS haded area indicates recession ~forit 0
. ~ Ann'l Total LI e e
Price  Gain  Return 30
High 35 E+80%g 19% > forT illl 25
Low 25 (+25%) 11% — e — 20
Insider Decisions R T !'l'lli”! I i'll| Wi i Ilhul"[!f.t—""'_ 15
ONDIJIFMAMIJ e | . W | it et i
By 0 0000000 Oy e e .I L. L R 1 —] — 10
Opons 0 0 0 1 1 1 2 1 1 "0, FHRefy T T 75
S 000011110 ' % T e [ o %TOT. RETURN 8106 | '~
Institutional Decisions ae L] ]]° THIS  VLARITH.
4Q2005  1Q2006  2Q2006 B * X STOCK INDEX
to Buy 74 89 83 | foreent 13 i 1yr. 187 71 [
o Sell 78 71 93 | yraded 5 NN e I T T LT o T 1T L g b T 3yr. 513 494 [
HUS(000) 46402 46338 48503 L IIIIIIIIIIII ([T Sy — 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
1465 | 1556 | 1688 | 17.54 | 19.69 | 2220 | 2267 | 23.60 | 24.09 | 2422 | 23.95 | 2249 | 2215 | 22.64 | 2461 | 2591 | 26.00 | 26.65 |Sales persh A 30.70
.90 1.03 121 1.02 1.15 1.26 1.44 157 1.55 167 1.79 1.74 151 1.63 1.60 2.01 2.40 2.60 |“Cash Flow" per sh 3.60
.38 .50 .64 48 55 52 61 72 68 .78 87 .79 49 12 61 1.06 1.35 1.40 |Earnings per sh B 1.70
10 10 12 14 15 16 16 19 20 21 21 22 22 23 23 .24 .25 .26 |Div'ds Decl'd per sh C= .28
.58 .55 .62 75 117 1.62 1.60 1.25 111 1.00 87 .54 .64 .69 .55 44 .60 .65 |Cap'l Spending per sh .80
3.64 3.99 461 4.48 4.92 5.34 5.94 6.12 6.10 6.68 7.16 7.65 7.90 8.95 9.66 | 10.01 | 11.20 | 12.30 |Book Value persh E 15.75
5409 | 5483| 5530 | 5559 | 5574 | 56.03| 56.26 | 55.36 | 55.94 | 56.33 | 56.47 | 56.66 | 56.72 | 56.87 | 57.28 | 5837 | 5850 [ 58.50 |Common Shs Outst'g © | 58.00
10.6 14.4 177 19.3 16.2 16.6 14.7 17.9 19.3 184 126 147 29.2 18.2 224 14.3 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
19 92| 107 114 106| 111 92| 103| 100| 105 82 75| 160 | 104 118 76 | ValuelLine |Relative PJE Ratio 120
24% | 14%| 1.0%| 15% | 16% | 18% | 18% | 14% | 15% | 14% | 19% | 19% | 15% | 18% | 17% | 16% | =" |AvgAnn'IDivid Yield 1.4%
CAPITAL STRUCTURE as of 6/3/06 ] 1275.7 | 1306.8 | 1347.2 | 13645 | 1352.6 | 1274.1 | 1256.2 | 1287.3 | 1409.6 | 1512.2 | 1520 | 1560 |Sales ($mill) A 1780
Total Debt $307.0 mill. Due in 5 Yrs $42.4 mill. 9.6% | 10.3% | 10.2% | 12.6% | 11.4% | 11.1% | 9.4% | 9.5% | 8.7% | 10.4% | 11.5% | 11.5% |Operating Margin 115%
h]TdDggtféﬁf-ﬁ] 'gg'-itanzgi 'lggf;’:;‘ $18.5 mill 470 | 468 | 495| 508 | 522| 544 | 576| 543 | 560| 555| 600| 70.0 |Depreciation ($mill) 110
(LT interest earnedt 4.3x ' 31| 403| 373| 434| 492 444 | 282 | 386 | 356| 616| 800 | 820 |Net Profit ($mill) 100
total interest coverage: 4'.1x) (22% of Cap'l) | 41.0% | 40.8% | 29.1% | 42.7% | 37.0% | 31.2% | 30.1% | 28.2% | 30.6% | 25.3% | 27.5% | 30.0% (Income Tax Rate 30.0%
Pension Assets-11/04 $287 mill. Oblig. $395 mill 27% | 31% | 28% | 32% | 3.6% | 35% | 2.2% | 3.0% 25% | 41% | 52% | 5.3% |Net Profit Margin 5.6%
Leases, Uncapitalized Annual rentals $13.2 mill. 1416 | 1716 | 1727 | 1742 | 2084 | 199.7 | 1937 | 2485 | 260.3 | 280.9 315 320 |Working Cap’l ($mill) 350
(Zf_‘f'(')lf’_fi‘fj'l‘iﬁt“e;'g‘:jsuh:t‘vﬁﬁfe” adjustedfora | 1758 | 2300 | 3001 | 2637 | 250.5 | 2030 | 1613 | 1610 | 1381 | 1120| 300| 300 [Long-Term Debt ($mill) | 300
Common Stock 58,696 076 shares. 3347 | 3391 | 3414 | 3764 | 4047 | 4340 | 4486 | 5093 | 553.1| 5844 | 655 720 |Shr. Equity (Smill) 915
as of 7/25/06 83% | 85% | 7.8% | 8.6% | 91% | 8.3% | 59% | 6.8% | 6.% | 9.7% | 85% | 8.0% |Return on Total Capl 8.0%
MARKET CAP: $1.2 billion (Mid Cap) 10.2% | 11.9% | 10.9% | 11.5% | 12.1% | 10.2% | 6.3% | 7.6% | 6.4% | 10.5% | 12.0% | 11.5% |Return on Shr.Equity | 11.0%
CURRENT POSITION 2004 2005  6/3i06 | 75% | 89% | 7.7% | 85% | 9.2% | 75% | 35% | 51% | 41% | 81% | 10.0% | 95% |Retained to Com Eq 9.0%
SMILL. 0 0 0 0 0 0 0 0 0 0 0 0 iV’ 0
Cas(h'Ass)etS 670 1576 1642 21% 25% 29% 26% 24% 21% | 44% | 33% 3% 23% 19% 19% |All Div'ds to Net Prof 16%
Receivables 2629 238.6  236.5 | BUSINESS: H.B. Fuller Co. formulates, manufactures, and markets 2005 depreciation rate: 7.4%. Has approximately 3,980 employees.
Icr;ventory (LIFO) 159.1 1430 1502 | aghesives, sealants, coatings, paints and other specialty chemical ~ Officers and directors own 2.8% of the stock; Mairs & Powers 7.8%;
ther 647 164 265 ) : ; TS . r !
Current Assets 5537 5556 5774 products. Estimated 2005 sales breakdown: adhesives, sealants Dimensional Fund Advisors 5.2% (3/06 Proxy). Chairman, Presi-
’ ' ' i %; pai %; other, 1%. 2005 sales by region: dent, and CEO: Albert P.L. Strouchen. Incorporated: Minnesota.
Accts Payable 1648 1353 1395 | and coatings, 95%; paints, 4%; other, : by reg : p
Debt Due 36.2 411 42.4 | North America, 54%; Europe, 24%; Latin America, 14%; Address: World HQ., P.O. Box 64683, St. Paul, MN 55164. Tele-
Other 92.4 98.3 91.9 | Asia/Pacific, 8%. Research and Development, 2.7% of 2005 sales.  phone: 651-236-5900. Internet: www.hbfuller.com.
Current Liab. 2934 2047 288 Although we expect H.B. Fuller’s top somewhat. True, on a split-adjusted
ANNUAL RATES  Past Past Estd’'03-'05| line to be basically flat in fiscal 2006 basis, the stock is still up about 12% since
dchange (persh) - 10¥1s - S¥s. 0L (ends November 30th), the bottom line the start of the calender year, compared to
“Cash Flow” 45%  1.0% 13.0% should rise 27%, to $1.35. (All per-share around 6% for the Dow Jones Industrials,
Earnings 4.0% -- 140% | figures have been adjusted for a 2-for-1 but it has fallen almost 30% since our May
Dividends 45%  25%  3.0% | gplit paid August 4th.) Our flattish sales report. This is probably a result of investor
ook Value 7.0% 7.5% 8.5% - - , P h . >
- - estimate is a result of Fuller’s decision late concerns regarding cooling construction
Riecal |  QUARTERLYSALES($mill) A | Full | Jast year to walk away from low-margin markets, and other cyclical risks pertain-
Ends |Feb.28 May3l Aug.31 Nov.30| 'vear | business, removal of the Japanese opera- ing to a weaker economic front including,
2003 | 2945 3245 3221 3462 |1287.3 | tions, and a weaker dollar against foreign declining consumer confidendce and high-
2004|3186 3631 3495 3784 114096 | currencies. Meantime, a 16% workforce re- er energy prices. Still, we are pretty confi-
2005 13530 387.9 3581 4132 |18122 | qyction since the end of 2004 from 4,500, dent in our share-earnings estimate of
%ggg 3283 ‘31885 ggg 2%82 %gég to 3,800, and an increased focus on higher- $1.35 for this year.
- margin business in the medical, electronic, The board of directors is wooing in-
Riscal | EARNINGS PER SHARE A © Full | and aerospace industries will likely contin- vestors and implementing defensive
Year |Feb.28 May 31 Aug.31 Nov.30| Fecd ; i it
Ends |F€D.26 May 51 Aug.5l NoV.SU| vear | ye to aid share net. In addition, although corporate measures. In addition to the
2003 | 1118 20 .23 | .72 | we don't look for sales prices to improve in stock split, the cash dividend continues to
2004 1 08 18 .16 19 | 6l | the second half of this fiscal year, due to a be gradually ramped up. A new sharehold-
%882 %é %g %é 38 igg lackluster economic outlook, the cost of er rights plan essentially gives each share-
2007 20 30 a0 40 | 120 ethylene, a raw material that comprises holder a right to purchase common stock
. - : = : 75% of the cost of goods sold, appears to for twice its value should an acquiring
Cal- | QUARTERLYDVIDENDSPAIDCs | Full | have peaked and will therefore probably party accumulate 15% of the stock. The
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | gecline over the balance of the year, rather substantial dilutive effect of the rights
2002 | 054 055 055 05| 22| than increase. Lastly, higher income from would deter an outside party from continu-
2003 | 055 057 057 .057| 23| equity investments should help to boost ing takeover moves. All said, the stock is
2004 | 057 058 058 .058| 23] egrnings. an average selection for the near- and
%882 822 82% 82% 062 24| pespite the better profit outlook, long-terms.
: : : however, the stock price has softened Jeremy J. Butler September 15, 2006
(A) Fiscal year ends Nov. 30. (C) Dividend historically paid in mid-February, | (E) Incl. intangibles, '05: $123.1 mill., $2.15/sh. | Company’s Financial Strength B+
(B) Diluted earnings. Primary thru '97. Excl. May, August, and November. = Dividend rein- Stock’s Price Stability 65
nonrecur. gains (losses): '97, (12¢); '01, 5¢. vestment plan available. Price Growth Persistence 55
Next earnings report due late September. (D) In mill.; adj. for splits. Earnings Predictability 60
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RECENT PIE Trailing: 16.7') | RELATIVE DIVD
G&K SERVlCES NDQ-GKSR PRICE 32,84 RATIO 16.3(Mediar?: 21.0] | PIE RATIO 0.95 YLD O.S%E
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SAFETY 3 New2r LEGENDS, , 12
TECHNICAL 3 Resed 7106 |- Relave Brce Svenghn 100
3for-2 splt 294 -~ L | | @ 4+ @ o o o ] |=====d===== 80
BETA 1.05 (1.00 = Market) Options: No 64
2009-11 PROJECTIONS haded area indicates recession wavw | T [ [ [ 1T T T - i
Price  Gain Ang’éta?rt]al I'I|IIIIIII L Il [TINTILA TP ITREEE B
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[ﬂgh 85 (+160;’/o; 273/0 "uwu 'ﬂ:// o, | i T | UL
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Insider Decisions T ',,'!“ = “! 'rjl =t 20
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toBy 00000O0O0O0O0 | ° LA 12
Options 0 0 0 010010 . - °.
Sel_010011000 % TOT. RETURN 7/06 |8
Institutional Decisions THIS  VLARITH.
0005 Q05 102006 | percent 9 Ly Stk ioex
vel @ @ og|Shaes 6 T AR AR 3y 85 523 |
HUS(000) 16676 17242 18047 T [ Syr. 246  59.2
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
5.88 8.74 961| 1023 | 11.08| 1286| 14.94| 17.15| 2453 | 2534 | 28.12 | 29.24 | 30.23 | 34.04 | 3508 | 37.36 | 41.35| 43.70 |Revenues per sh A 52.25
.89 81 112 122 1.50 1.75 211 249 3.30 3.56 3.73 352 357 344 357 3.86 3.95 4.10 |“Cash Flow” per sh 5.80
51 .25 43 50 73 .90 111 142 157 181 1.85 1.65 1.85 1.63 1.69 1.88 197 2.10 |Earnings per sh AB 3.70
.07 .07 .07 .07 07 07 07 07 07 .07 .07 .07 .07 07 07 .07 .07 .07 |Div'ds Decl'd per sh © 07
1.06 .82 .76 .65 .86 1.79 177 1.74 1.83 1.85 2.13 1.65 141 152 83 .92 150 1.25 |Cap’l Spending per sh 1.05
3.46 381 4.07 4.44 4.96 5.81 6.88 8.26 9.67 | 1148 | 1322 | 1460 | 1643 | 1834 | 20.35 | 2252 | 2420 | 26.05 Book Value persh E 34.70
2018 | 20.18| 20.25| 2032 | 2032 | 2041| 2044 | 2046 | 2049 | 2052 | 2054 | 20.64 | 20.71 | 20.73 | 2091 | 21.11| 21.30 | 21.50 |Common Shs Outst'g O | 22.00
171 33.0 24.6 219 19.6 18.2 222 223 25.0 26.8 171 15.2 175 19.1 211 214 176 Avg Ann’l PJE Ratio 19.0
127 211| 149| 129| 129| 122 139| 129| 130| 153 | 111| 78| 9| 109 | 11| 112| .93 Relative P/E Ratio 1.25
8% 8% .6% 6% 5% A% 3% 2% 2% 1% 2% 3% 2% 2% 2% 2% 2% Avg Ann’l Div'd Yield 1%
CAPITAL STRUCTURE as of 7/1/06 3054 | 3509 | 5026 | 5200 | 5774 | 6036 | 6259 | 705.6 | 7334 | 7888 | 880.7 940 [Revenues ($mill) A 1150
Total Debt $213.3 mill. Duein5Yrs $175.0mill. | 2150 | 21.3% | 21.5% | 21.8% | 20.2% | 185% | 18.0% | 15.1% | 14.8% | 14.8% | 14.0% | 13.9% |Operating Margin 16.5%
LJTDletbt $195.1 '"é"-l _TLtTI”:‘e’es‘ 519-51;“'"- 204 | 220| 356 360| 387| 389 | 57| 37.7| 393| 415| 420| 435 |Depreciation (mill) 470
(LT int coverage, 61 TotIntcoverage, &) oy | 27| 200| 1| s70| 78| 38| 383 337 | 34| 309| 413| 450 NetProi (smil) 80.0
Leases, Uncapitalized Annual Rentals $11.7 mill. 39.0% | 39.5% | 39.2% | 39.5% | 40.0% | 40.1% | 39.5% | 39.0% | 38.0% | 37.7% | 37.5% | 37.5% |Income Tax Rate 37.5%
Pension Assets-6/05 $29.1 mill. Oblig. $59.3 mill. 74% | 83% | 64% | 71% | 65% | 56% | 6.1% | 48% | 48% | 51% | 47% | 4.8% |NetProfit Margin 7.0%
Pfd Stock None 299 408 733 732 497| 496| 958 | 752 790| 938 142.2| 200 |Working Cap'l ($mill) 520
75.1 543 | 2348 | 1940 | 167.3 | 149.0 | 2150 | 236.7 | 1843 | 2105| 1951 195 |Long-Term Debt ($mill) 235
Common eock 21,271,489 shates. 1407 | 1690 | 1981 | 2356 | 2715 | 3013 | 3402 | 380.3 | 4254 | 475.4| 5474 | 590 |Shr. Equity (Smill) 765
12.4% | 145% | 9.9% | 10.6% | 104% | 94% | 81% | 6.5% 6.7% | 6.6% | 6.5% | 6.5% |Returnon Total Cap'l 9.0%
MARKET CAP: $700 million (Small Cap) 16.2% | 17.2% | 16.2% | 15.7% | 13.9% | 11.2% | 11.2% | 8.9% 83% | 84% | 7.6% | 7.5% |Returnon Shr. Equity 10.0%
CURRENT POSITION 2004 2005  7/1/06 | 15.1% | 16.3% | 15.5% | 15.1% | 13.4% | 10.7% | 10.8% | 8.5% 80% | 81% | 7.4% | 7.5% |Retainedto Com Eq 10.0%
Cas(ﬁMALSLS-)etS 269 153 107 | % | S| M| 4% | 4% | A% | 4% | 4% | 4% | 4% | 4% | 3% |AIDivdstoNetProf 2%
Receivables 71.0 835 950 | BUSINESS: G&K Services, Inc. is the third largest North American  7/97. Officers and directors control 26.9% of voting power (includes
g;’heenrtory (FIFO) %(5) 1%%% 1‘1%2 supplier of uniforms for corporate sale and lease, as well as clean 26.2% owned by Richard Fink)(11/05 proxy). Has about 8,285 em-
Current Assets 207: i 236:5 271:2 room services.l The company operates over 130 processing ployees (_20% of which are unionized) anq 590 stockholders. Chair-
Accts Payable 205 25.7 274 facmtles_ (avg. size: 4_3,000 sq.ft.) and_s_e_rwce_s over 169,000 cus- man/PreS|der_njCEO: R_|chard Marcantonio. Address: 5995 Opus
Debt Due 24.0 265 18.2 | tomers in North America. Recent acquisitions include Allied Clean-  Parkway, Suite 500, Minnetonka, MN 55343. Inc.: MN. Telephone:
Other 83.9 90.5 83.4 | room Technologies, 9/96; 20 plants from National Linen Services, 952-912-5500. Internet: www.gkservices.com.
Current Liab. 1284 1427 1290['G50d economic fundamentals favor million, an advance of 7.0%, this fiscal
ANNUAL RATES  Past Past Estd’'03-05| G&K Services. Relatively strong con- year (began June 25th).
dchange fpersh) - 10%1s, Sy 0L | sumer spending, a decent  labor market, Earnings stand to rise in the second
“Cash Flow” 9.5% 5%  8.0% and an increase in capital expenditures to- half of fiscal 2007. G&K has accelerated
Earnings 9.5% -- 14.0% | gether suggest growth in corporate profits the execution of several efficiency-
Dividends 1500 120  OME | in the coming quarters. Activity in the enhancing and cost-cutting measures,
- . — - commercial real estate market, which has which include IT spending, the consolida-
Fiecal | QUARTERLYREVENUES ($mill)» | Full | experienced five straight quarters of se- tion of some domestic facilities, and the
Ends [Sep.Per.Dec.Per.Mar.Per. Jun.Per.| 'vear | quential growth, is also promising. We fig- relocation of the remaining production to
2003 |169.8 179.7 1765 1796 (7056 | ure vacancy rates will decline throughout lower-cost countries, such as the
2004 |1786 1825 1790 1933 |7334 | 2007. These positives stand to benefit Dominican Republic. Due to the temporary
2005 11825 1951 2038 2074 17888 | GgK's top line during this period. increase in spending, we look for near-
%88? 5%9 %33 %ggl 5%4 8387 Management is making progress in term earnings comparisons to suffer. This
- raising the organic sales growth rate. measure stands to pick up later in the fis-
Riscal EARNINGS PER SHARE A8 Ul | In the past, expansion came exclusively cal year, however. Share earnings should
Ends [ep.Per.Dec Per.MarPer. Jun.Per.| vear | from acquisitions. In fact, excluding pur- rise by 7%, to $2.10, in fiscal 2007.
2003 | 47 48 31 37 | 163| chases, the company was actually ex- Although G&K Services stock is
2004 | 39 42 43 45| 169 perjencing contractions in many quarters. ranked to be an underperformer over
2005 45 48 49 46 | 188 Roughly a year ago, the company adopted the next six to 12 months, the issue
%gg? ig é? ég g% %% a plan to reduce its reliance on acquisi- has good 3- to 5-year appeal, in our
: : : : — tions. Management expanded the sales opinion. Investors reacted poorly to the
Cal- | QUARTERLYDIVDENDSPADC | Full | team and introduced strong incentives. news of expected near-term margin pres-
endar_|Mar.31 Jun.30 Sep.30 Dec3l| Year | The move has paid off. Organic growth sure. As a result, the stock has declined
2002 | 0175 0175 0175 .0175| .07 | during the recent June period was 4.5%, significantly since our June report. At the
2003 | .0175 0175 0175 0175 .07 | 700 basis points greater than the pace two recent price, however, these shares do not
%88‘5‘ 85? 85? 85? 85? 8; years ago. A focus on winning national ac- reflect the good earnings growth that we
2006 | 0175 0175 0175 ‘ counts should help to maintain this up- project out to 2009-2011.
’ ' ’ ward trend. We call for revenues of $940 Warren Thorpe September 8, 2006

(A) Fiscal year ends last Saturday in June. 53- | (B) Average shares through '97, diluted there- | (D) In millions, adjusted for split.
week fiscal year in 2000. Sales reclassified | after. Next earnings report due late October.

starting in 2003 to reflect change in acctg. for | (C) Dividends historically paid in early January, | $16.04/sh.
early April, mid-June, and early October.

lost or damaged goods.
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(E) Including intangibles: in '05: $338.7 million,

Company’s Financial Strength B+
Stock’s Price Stability 60
Price Growth Persistence 25
Earnings Predictability 90
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GRACO INC. wyse.ccs 4025 18.7Cas B)EM 107 LaniiE |
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3-for-2 split  2/94 80
BETA .95 (1.00 = Market) g:;or:% sz\; %;gg 64
2009-11 PROJECTIONS | 3or2 spiit 2lo1 I R EEE Erre i

. ~Ann'l Total | 3-for-2 split 6/02 3-for-2 WL

_ Price  Gain  Return | 3for-2 spiit 3/04 b Ly & | | frmmmmameees 2
High 55 (+35%; 10% | Options: ves et 3-for-2 T
Low 40 (N|| 2% aded area Indicates recession A ! - 2
Insider Decisions ‘fﬂrz | |"'7||||" S - ig

SONDJFMAM \
By 030000000 -for-2 Lt —— 12
Optons 0 00111100 '|' Tl IIIIIIII i o LRSI Aacws
loSeH' _2 000 .2'1 120 1 ul % TOT. RETURN 6/06 |8
Institutional Decisions ik L I|I . J . THIS  VLARITH.

toSel 98 91 9 fr*;‘;‘,;ej ﬁ Ll YPOTTION b ; . il MR TTTRY | N S IR L iminni 3yr. 1240 639 [
Hd's(00) 52893 53866 53511 1 80 P TR TR ETTYRETYPoeeee]Eevat e AR At R R R Syr. 2335 597

19901991 (199219931994 [ 1995 [ 1996 [ 1997 [1998 | 1999 [ 2000 [2001 |2002 [2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
393 3.68 373 371 417 4.42 454 480 6.37 6.42 7.23 6.75 6.83 1.75 877 | 1070 | 12.10 | 13.45 Salespershsh” 1750
32 22 22 22 .30 44 55 67 .90 1.07 1.25 1.20 131 153 183 2.18 2.70 3.05 |“Cash Flow” per sh 4.20
21 A1 12 A1 A7 31 40 50 .60 .84 1.01 .92 1.05 123 155 1.80 2.15 2.40 |Earnings per sh AB 340
.05 .06 .06 .07 07 .09 .09 11 13 13 .16 18 .20 .26 41 .54 .58 .70 |Div'ds Decl'd per sh C= 1.00
15 10 12 19 27 23 .35 23 18 13 21 43 A7 22 24 .29 .30 .30 |Cap'l Spending per sh .50
1.10 113 1.15 84 93 1.19 1.46 1.83 14 91 1.62 2.48 3.44 2.46 3.35 421 4.80 5.50 [Book Value per sh 10.15
8184 | 8481| 8597 | 86.95| 8639 | 87.40| 8630 | 86.24 | 67.83 | 68.90 | 6842 | 70.00 | 71.30 | 69.06 | 68.98 | 68.39 | 66.00 | 64.00 |[Common Shs Outst'g © | 60.00
83 189 188 243 15.2 119 10.1 12.6 144 105 9.7 148 171 18.1 20.0 20.1 | Bold figyres are |Avg Ann’l P/E Ratio 135
.62 121 114 1.44 1.00 80 63 73 .75 .60 .63 .76 93 1.03 1.06 1.07 ValuejLine Relative P/E Ratio .90
34% | 2.8%| 29% | 26% | 2.8% | 23% | 23% | 18% | 15% | 15% | 17% | 13% | 11% | 12% | 13% | 15% | ="' |Avg Ann'l Divid Yield 2.2%
CAPITAL STRUCTURE as of 3/31/06 3918 | 4139 | 4322 | 4425 | 4944 | 4728 | 4870 | 5351 | 605.0 | 7317 800 860 |Sales ($mill) A 1050
Total Debt None 16.8% | 19.1% | 21.0% | 24.4% | 25.6% | 25.1% | 26.9% | 27.6% | 29.6% | 29.3% | 31.0% | 31.0% |Operating Margin 34.0%
Leases, Uncapitalized Annual rentals $1.7 mil 12.7 135 137 147 155 185 18.1 18.7 178 235 25.0 30.0 | Depreciation ($mill) 40.0
' ' ' 3.1 443 473 59.3 701 65.3 75.6 86.7 | 108.7 | 125.9 145 155 | Net Profit ($mill) 210
Pension Assets-12/05 $185 mill. Oblig. $191 mill. | 31.5% | 29.6% | 33.8% | 33.2% | 33.8% | 33.0% | 32.3% | 32.2% | 32.4% | 335% | 35.0% | 35.0% |Income Tax Rate 34.5%
9.0% | 10.7% | 10.9% | 13.4% | 14.2% | 13.8% | 155% | 16.2% | 18.0% | 17.2% | 18.0% | 18.1% |Net Profit Margin 20.0%

Pfd Stock None 639 | 873 | 483 597 619 | 822 1603 | 681 | 1304 | 1023| 145 170 [Working Cap'l ($mill) 470

8.1 6.2 | 1126 65.7 18.1 -- -- -- -- - 25.0 Nil [Long-Term Debt ($mill) Nil

Common Stock 68,424,000 shares 1261| 1575| 93| 629 1109 | 1737 | 2454 | 1698 | 230.8 | 287.7| 315| 355 |Shr. Equity ($mill) 610

as of 4/21/06 26.4% | 27.2% | 39.6% | 47.1% | 55.6% | 37.6% | 30.8% |51.1% | 47.1% | 43.7% | 42.0% | 44.5% |Return on Total Cap'l 34.0%
27.9% | 28.1% |507.6% | 94.3% | 63.2% | 37.6% | 30.8% | 51.1% | 47.1% | 43.7% | 45.5% | 44.5% |Return on Shr. Equity 34.0%

MARKET CAP: $2.8 billion (Mid Cap) 21.3% | 22.0% [392.7% | 80.1% | 53.0% | 30.5% | 25.2% | 42.1% | 36.0% | 31.3% | 33.0% | 31.5% |Retained to Com Eq 24.5%
CUR$|$W||ELI\ET POSITION 2004 2005 3/31/06 | 24% | 22% | 23% | 15% | 16% | 19% | 18% | 18% | 24% | 28% | 28% | 29% |All Div'ds to Net Prof 29%
Cash Assets 60.6 18.7 27.2 | BUSINESS: Graco Inc. designs, manufactures, and sells equip-  of total. Sold interest in Graco Robotics, Inc., 6/91; Lockwood Tech-
Receivables 1091 1229  129.1 | ment, including specialized pumps, air & airless spray guns, regu- nical, Inc., 4/92. Has about 2,100 empls. '05 depr. rate: 9.2%. Bar-
Ion%eenrtory (LIFO) 1(7)% ?gg %g lators, meters, and valves, for moving and applying fluids and semi-  clays Global Investors, N.A. owns 10.9% of common; officers and
Current Assets 227:2 213:9 238: 7 | solid materials for the vehicular, construction, food, chemical, and  directors, 2.7% (3/06 proxy). Chairman, CEO, and President: David
Accts Payable 18.6 24.7 29.6 plastic industries. Industrial/automotive unit accounted for 50% of  A. Roberts. Inc.: MN. Addr.: 88 Eleventh Ave. N.E., Minneapolis,
Debt Dué 6.0 8.3 -~ | sales in '05; Contractor, 42%; Lubrication, 8%. Foreign sales, 41% MN 55413. Tel.: (612) 623-6000. Net: www.graco.com.

85;;2“‘ Liab. gg:g lﬁ:g 1??3 This should be a pretty good year for complement Graco's product line. Lubri-

—— Graco. Sales and earnings through the quip generated about $30 million in reve-

AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 first six months probably grew by 10% and nue in 2005 through the manufacture of
o change (persh)  10¥rs,  SYis, 0 OSIL | 2206, respectively (the June-quarter earn- oil and grease lubrication, force-feed
“Cash Flow” 19.0% 115% 14.5% ings report will be made available around lubricators, metering devices, and related
E.ﬁf!&'ngs iz.sgf %3.5‘;? %4.5‘51 the time this issue has reached the hands accessories. To help finance the deal,
Book Value 1850 230 382% | of our readers). Growth has come largely Graco took out a $25 million line of credit,

: - : as a result of demand, which has been which will be paid off in the second half of

Cal- | QUARTERLYSALES(Smil)~ | Full | high for all operating segments among all next year. The acquisition may boost earn-
endar |Mar.Per Jun.Per Sep.Per Dec.Perl Year | yangraphic regions. Also, margins have ings in the long run, but we think it will

2003 |119.7 1464 1337 1353 | 5351 heen expanding because of expense con- not have much effect on the bottom line ei-

%ggg 588 iggg 1‘7‘28 igg? ?gig trols and price increases, which have more ther this year or next.

2006 |1922 215 190 2028 | 800° than offset the cost of options (this ex- These high-quality shares have

2007 |205° 230 205 220 gso | Pense is included in results for the first limited long-term capital appreciation

v time this year). For the full year, we ex- potential. Despite a 16% drop in price

Cal- EARNINGS PER SHARE Full | pect earnings per share of $2.15 (including since our April report, we think this stock
endar_|Mar.Per Jun.Per Sep Per Dec.Perl Year | 5 "¢ 09 charge from stock-based com- is still overvalued. Indeed, GGG’s price-to-

2003 |25 .34 33 81| 1231 pnengation); this represents a 19% increase earnings ratio remains considerably high-

%88‘; gé éi 3}1 ‘312 %gg over 2005's tally. We think growth will er than its historic norm. As a result, the

2006 51 58 '5) 54 | 215 temper some next year to a rate that is earnings growth that we are projecting

2007 =3 B4 w3 %0 | 20 | more in line with the historical levels. We over the 2009-2011 pull will likely be dis-

UARTERLY DIVIDENDS PAID C are expecting sales growth of 8%, and mar- counted by a normalization of the stock’s

Cg" Q . 5“” gin expansion will likely contribute a 12% P/E multiple. However,
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | ghare net advance. These shares are an above-average

2002 | 049 049 049 049 20| The company recently bought a sub- choice for the year ahead. Momentum-

2003 | .055 .05 055 055 | 2] sidjary of IDEX Corporation. Lubri- oriented investors may wish to take this

%ggg (1)23 (1)23 (1)23 (1)?13 2471 quip, an Ohio-based company with about issue into consideration.

2006 | 145 145 : ’ 100 employees, was purchased in order to Tom Nikic July 28, 2006
(A) Fiscal year ends on last Friday of calendar | ings report due late Oct. on 3/25/04. Company’s Financial Strength B++
year. (B) Primary earnings through '96, then | (C) Dividends historically paid on the first Wed- | = Dividend reinvestment plan available. Stock’s Price Stability 85
diluted. Excludes nonrecurring items: '91, d5¢; | nesday in February, May, August, and Novem- | (D) In millions, adjusted for stock splits. Price Growth Persistence 100
'92, d29¢; '96, 3¢; '97, 2¢; '99, 13¢. Next earn- | ber. Special dividend of $1.50 per share paid Earnings Predictability 95
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RECENT Trailing: 15.6 RELATIVE DIVD
GREATER BAY BANC.og:ssc %2 287050 15 5o ) 0,087 23% N
s 3 e o el wf s nel e m) m R B B Tngs e Range
SAFETY 3 Newsisi06 LEGENDS 20092010 2011
— 14.0 x Earnings p sh 128
TECHNICAL 3 News8/25106 - Relative Price Strength
Zforlspln 10/00 96
BETA 1.25 (1.00 = Market) Options: Yes . 80
2009-11 PROJECTIONS haded area indicates recession ot 64
i Ann’l Total (1 48
Price  Gain Return | 40
High 40 (+40%) 10% i L
Low 30 (+5%g 3% UL ’1/']\ T e | | [Freeeqeeee- 32
Insider Decisions i Ty I el e === 0= - 24
ONDIJIFMAMI | |,|“'|I .-..I ! I|||I.T_'TH~\/ 16
om 225232910 S
oSl 020010001 |" XSS e e % TOT. RETURN 7/06
Institutional Decisions g " ot THIS VL ARITH.
. o STOCK INDEX
way  so es e | ooent 30 e — + iy s 30 T
to Sell 63 77 55| traded 10 uH | AR mn IAIIRIm AR IR | 3yr. 553 523 [
Hids(eo)) 31892 31456 33170 P PR O O 1100111 e A AT Sy 207 592
Greater Bay Bancorp was formed on No-| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
vember 27, 1996, when Cupertino National 80| 129 90| 176| 182| 194| 220| 162 | 150| 164| 185| 190 Earnings pershA 250
Bancorp merged with Mid-Peninsula Ban-| 22| 15| 19| 24| 35| 43| 49| 54 56| 59| 62| .65 |Div'ds Decl'd persh® 75
corp. In December of 1999, it sold over| 690 | 827| 48| 628 769 931 | 1164 | 1254 | 1288 | 1352 | 1675 | 17.95 |Book Value per sh 22.40
500,000 shares to the public at $37.00. The [ 648 | 806 | 19.22 | 25.61 | 41.93 | 49.83 | 5158 | 5253 | 51.18 | 49.91 | 4950 | 49.00 |Common Shs OutstgC | 48.00
underwriting syndicate was led by Piper Jaf- |~ 64 67| 170| 95| 143 | 140 | 1L7| 126 | 190 157 Boldfigiresare |Avg Ann'T PJE Ratio 140
fray Inc. and Keefe, Bruyette & Woods, Inc. 40 39 88 54 93 2 64 72| 100 84 | ValuelLine |Relative PJE Ratio 95
43% | L7% | 12% | 14% | 1.3% | 16% | 1.9% | 27% | 20% | 23% | "™ |Avg Ann'l Divd Yield 2.1%
622.0 | 1092.4 | 1582.9 | 26250 | 5130.4 | 7877.1 | 8075.7 | 76014 | 6932.1 | 71210 | 7150 | 7150 |Total Assets ($mill) 8500
CAPITAL STRUCTURE as of 6/30/06 4416 | 660.7 | 9845 | 17153 | 35174 | 4371.0 | 4661.5 | 4411.6 | 4361.6 | 4645.8 | 4750 | 4900 |Net Loans ($mill) 5500
Total Debt $1258.0 mill. Due in 5 Yrs $200 mill. 288 478 655 1037 2320 | 3210 | 3460 | 297.9 | 2856 | 2672 290 310 |Net Interest Inc ($mill) 375
LT Debt $1258.0mill. LT Interest $5.9 mill 20| 62| 60| 123 281| 547 | 598| 282 | 55| d133| 150| 200 |Loan Loss Provn ($mill) |  30.0
Leases, Uncapitalized: Annual rentals $12.5 mill 35] 63[ 73] 318 455| 448 147.1[ 1705 | 1866 211.9| 230 [ 240 [Noninterest Inc ($mill 275
21| 205| 401 | 612 1226 | 1756 | 2449 | 2922 | 3143 | 3361 | 350 | 370 [Noninterest Exp ($mill) 430
No Defined Benefit Pension Plan 53 111 18.3 424 78.1 98.8 | 1191 92.0 929 97.2 100 100 |Net Profit ($mill) 120
) . ) 42.4% | 395% | 31.2% | 31.7% | 38.4% | 27.1% | 36.8% | 38.3% | 39.0% | 37.8% | 37.0% | 37.0% [Income Tax Rate 37.0%
Pra Stock 8103 il o Divia S8 ml. 85% | 101% | 116% | 162% | 152% | 1.25% | 148% | 121% | 134% | 137% | 1.40% | 140% |Return on Total Assets | 140%
R (5%ofCapl) | 30| 30| 755| 69.1[ 4312 [ 9530 | 5660 | 6355 | 6179 | 767.1| 1200 | 1100 [Long-Term Debt $mill) | 1000
Common Stock 49,997,000 shs. 447 66.6 927 | 160.8 | 3224 | 463.7 | 6811 | 750.5 | 763.1| 776.0 830 880 | Shr. Equity ($mill) 1075
72% | 61% | 59% | 6.1% | 6.3% | 59% | 84% | 9.9% | 11.0% | 10.9% | 11.5% | 12.5% |Shr. Eq. to Total Assets | 12.5%
- . 71.0% | 60.5% | 62.2% | 65.3% | 68.6% | 55.5% | 57.7% | 58.0% | 62.9% | 65.2% | 66.5% | 68.0% |Loans to Tot Assets 65.0%
MARKET CAP: $14 billion (Mid Cap) 11.9% | 16.6% | 10.8% | 26.4% | 24.2% | 213% | 17.5% | 12.3% | 12.2% | 125% | 12.0% | 115% |Return on Shr. Equity | 11.0%
CUF(<$F§A$LNLT) POSITION 2004 2005 6/30/06 | 8% | 10.8% | 14.2% | 22.6% | 19.2% | 16.5% | 15.0% | 8.8% | 8.7% | 89% | 85% | 7.5% |Retained to Com Eq 8.0%
Cash Assets 1717 1522 2347 | 26% | 35% | 28% | 14% | 21% | 23% | 25% | 37% | 38% | 39% | 31% | 32% |All Div'ds to Net Prof 30%
ﬁeeflﬂ%g%ss 4112%% %gggg Eggg BUSINESS: Greater Bay Bancorp is a financial holding company commercial loans accounted for 74% of total, Construction, 14%;
Other 7965 829.4 866.4 | with one bank sub., Greater Bay Bank, and one commercial insur-  residential, 6%; other, 6%. Had 1,859 employees at 12/31/05. Ariel
Total Assets 6951.2 7121.0 7369.7 | ance brokerage subsidiary, ABD Insurance. It provides community ~Cap’l Mgmt. owns 9.1% of common stock, off. and dir. 5.0% (4/06
Deposits 5102.8 5058.5 5022.2 | banking services in the San Francisco Bay Area through its banking  proxy). Chrmn.: Duncan L. Matteson. Pres. and CEO: Byron A.
Borrowings 789.0 1008.1 1258.0 | organization. Nationally, it provides customized lending services — Scordelis. Inc.: CA. Addr.. 1900 University Ave., 6th Floor. East
%?aelrLiab 6%32; 6:2%222 6225(2) through its finance group, which includes Matsco Co. Inc. In 2005, Palo Alto, CA 94303. Tel.: (650) 813-8200. Web: www.gbbk.com.
— Greater Bay Bancorp, a newcomer to rates to attract more loans, but this would
g’g'#;@&;ﬂ%s 1'3?5; ;?r‘? Esttod,og_?l'los The Value Line Investment Survey, most certainly lead to an increase in
Loans 85% 55% 45% | continues to face a challenging opera- reserves and impact margins.
E@U&ingg 1?5‘31 1%-ng1 g-ng ting environment. In the June period, Greater Bay may be an acquisition
AN s 110 a2 | due mainly to fierce competition from rival target down the road. Merger and ac-
Total Assets 75%  65%  4.0% banks in the San Francisco Bay area, quisition activity within the banking in-
Cal- NET LOANS ($ mill ) Full deposits fell by more than 2%, to about $5 dustry has picked up over the last few
endar |Mar.31 Jun. 30 Sep.S(i Dec.31| vear | Pillion, compared to the March quarter, as years, and we believe that Greater Bay
2003 | 4589 4578 4473 4412 outflows in savings and money market ac- may be of interest to one of the larger na-
2004 | 4314 432 4351 4362 counts persisted. For the rest of the year, tional banks that wants to enter or expand
2005 | 4386 4621 4571 4646 although we estimate that money market its presence in California, particularly the
2006 | 4655 4703 4700 4750 outflows will continue, they will be offset growing San Francisco metropolitan area.
2007 | 4775 4850 4850 4900 by increased institutional deposits, and we These shares are not particularly ap-
cal- EARNINGS PER SHARE Eull look for deposits to remain flat for the next pealing at this time. We believe that
endar |Mar31 Jun. 30 Sep.30 Dec.31| Year several quarters, as heavy competition will competition and the weak residential
. y : . continue to hamper growth. Also, housing market will slow annual share-net
%882 '32 ‘3% gg g% igg Loan growth may slow over the next growth to 5%-10% out to 2009-2011.
2005 2 38 44 28 | 164 few quarters. Although the company con- Thus, long-term accounts may want to
2006 16 16 6 47 | 15| tinues to grow its nonresidential construc- look elsewhere since this issue already
2007 | 47 48 47 48 | 190]| tion loans, commercial real estate loans trades near the low end of our projected
cal QUARTERLY DIVIDENDS PAID Ful declined by more than 3% in the June pe- Target Price Range for that period. Also,
enge;r Mar3L Jun30 Sep.30 Decsl Ygar riod. Also, we beI!eve that residential con- |ncome-or_|ent_ed investors should remain
: : : : struction loans will be harder to come by, on the sidelines since GBBK'’s dividend
2002 1115125 125 125 | 491 gince the number of new housing projects yield is well below that of most other bank
588?1 gg ﬁg ﬁg %Zg gg in California will slow, and the competi- stocks. Moreover, acquisition rumors may
2005 | 143 15 15 15 59 | tion for these loans will be intense. Man- cause this stock to be more volatile than
2006 | 15 158 158 ' agement recently stated that it may our Safety rank of 3 (Average) suggests.
reduce its credit standards or lower its lan Gendler August 25, 2006

(A) Diluted earnings. Next earnings report due | (B) Dividends historically paid early Jan., Apr.,

early Nov.
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(C) In millions, adjusted for splits.

Company’s Financial Strength B+
Stock’s Price Stability 50
Price Growth Persistence 35
Earnings Predictability 65
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ANNUAL RATES  Past

Past Est'd '03-'05

Plastics business is on the verge of a
turnaround. Although the segment had

RECENT 23 73 PIE 11 2 Trailing: 15.0'Y|RELATIVE 0 64 DIVD Nl
. NYSE-GFF PRICE . RATIO . Median: 12.0 /| PIE RATIO U, YLD |
High: 8.6 11.1 15.9 15.9 10.3 7.8 15.2 20.6 21.2 27.2 27.8 28.5 i
TMELNESS 4 wweoaoos | B0V 89 %R 1830 %9 'S 1% 5| Y| B3| 167 nE AS Tzzgggt 2828 R;Sff
SAFETY 3 New1/3tio3 LEGENDS
—— 7.0 x "Cash Flow" p sh 80
TECHNICAL 3 Raised /28006 | - - - Relaive Price Sirength
10% Div8/01 60
BETA 1.00 (1.00 = Market) Optons:Yes —  — [ | | | 1 1 T 1 1 1  Jeeeecdee==- 50
2009-11 PROJECTIONS haded area indicates recession 20
. ~ AmlTOWR| [ | [ ! {1 {0 1{ [ 1 [ | |  feeeeadaae--
Price  Gain  Return . 30
il K ol it
ow + (9 (] H L | -
—10% T ==
Insider Decisions Frb + I|”II|. /Ir"u/ 15
SONDJEMAM ||II|I||' "|.,| 'Illlrn'
toBy 00000100 O0Ffee s el 2, 10
Options 0 0 1 0 00 0 0 0y "o oty tt——" T | [ S s e e 75
oSl 000100000 A HHT 4 o |||"|II|| |-| |,|” L % TOT. RETURN 6106 |~
Institutional Decisions epe ||| - THIS  VLARITH.
302005 4Q2005  1Q2006 ; - STOCK  INDEX |
By 8 75 73| bhaee 1 BT S 1 I ly. 176 118 [
to Sell 76 76 80 | traded 6 \ S e AT e UG L [T 3yr. 631 639 |
HUS(000)_30195 20523 29330 TR YOI e N TETOOTIST) PSPPSR AL 0101y e FCR AR ECRRCACR TR RARD A Syr. 1610 597
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
1323 | 1410 11.63| 11.16| 1313 | 16.06| 2036 | 2239 | 27.34 | 2958 | 32.02 | 3544 | 36.06 | 4259 | 4808 | 46.36 | 55.95| 61.20 |Sales pershA 85.20
56 .76 82 91| 105 92| 118| 130| 136| 130| 139| 167 | 171 | 235| 284 269| 320| 3.65|“CashFlow”persh 5.90
29 46 60 64 73 65 80 .96 85 .66 .75 92 97| 128| 171| 155| 190 230 |Earnings persh® 4.05
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil |Div'ds Decl'd per sh Nil
56 43 31 22 25 24 29 T5( 143 g9 107 81 73| 150 194 132 135 155 |Cap'l Spending per sh 1.90
140| 188| 296| 369| 428| 456( 487 | 587| 68 | 717| 756| 898 | 886 | 9.64 | 11.00| 11.97 | 13.40| 1550 |Book Value per sh 23.70
3467 | 3506| 4302 39.16| 3724 | 3401| 3218 | 3441 | 3346 | 3491 | 3492 | 3274 | 33.07 | 2946 | 28.99 | 30.24 [ 2950 | 29.00 |Common Shs Outst'g € | 27.00
5.3 5.0 8.9 94| 103| 116| 102 | 122| 149| 115 8.8 87| 159 | 113 123 | 151 | Bold figyres are |Avg Ann'l P/E Ratio 11.0
39 32 54 56 68 78 64 70 a1 66 57 45 87 64 65 79 | \ValuejLine Relative P/E Ratio .75
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- estimates Avg Ann'l Div'd Yield Nil
CAPITAL STRUCTURE as of 3/31/06 . 655.1 | 770.2 | 9149 | 1032.7 | 11184 | 1160.1 | 1192.6 | 1254.7 | 1393.8 | 1402.0 | 1650 | 1775 |Sales ($mill) A 2300
Total Debt $200.6 mill. Due in 5 Yrs $85.0 mill. 8.8% | 86% | 7.2% | 63% | 7.0% | 82% | 84% | 9.0% | 10.0% | 8.0% | 85% | 9.0% |Operating Margin 10.0%
. . 103 | 115( 163 | 230 | 237 | 242 | 226| 262 283 | 326| 340 36.0 |Depreciation ($mill) 44.0
LT Debt $2006 mill. LT Interest $9.5 mil. 81| 32| 203| 25| 29| 06| 31| 430| 539 488| 600| 700 |Net Profit (Smill 115
(LT interest earned: 15.2x; total interest coverage: | 38.9% | 37.5% | 37.0% | 36.8% | 40.0% | 41.0% | 34.9% | 36.0% | 37.0% | 32.6% | 37.0% | 37.0% |Income Tax Rate 37.0%
14.1x) o (35%o0f Cap') | 4.3% | 43% | 32% | 22% | 2.2% | 26% | 29% | 34% | 39% | 35% | 36% | 3.9% |NetProfit Margin 5.0%
Leases, Uncapitalized: Annual rentals $28.6 mill. 1232 | 1350 | 1685 | 189.0 | 191.6 | 2058 | 1931 | 2496 | 270.0 | 2732 300 315 |Working Cap'l ($mill) 425
No Defined Benefit Pension Plan 35| 539| 1075 | 127.7| 1259 | 1086 | 746 | 1555 | 1544 | 1965| 190 | 175 |Long-Term Debt ($mil) | 125
Pid Stock None 1730 | 201.8 | 230.1 | 250.2 | 264.0 | 2939 | 293.0 | 284.1 | 319.0 | 362.0 395 450 | Shr. Equity ($mill) 640
145% | 13.7% | 9.3% | 7.0% | 7.9% | 89% | 9.9% | 10.3% | 12.0% | 9.3% | 11.0% | 12.0% |Return on Total Cap'l 15.5%
Common Stock 29,761,478 shs. 16.2% | 164% | 12.7% | 9.0% | 9.4% | 104% | 11.6% | 15.1% | 16.9% | 13.5% | 15.0% | 15.5% |Return on Shr. Equity 18.0%
MARKET CAP: $700 million (Small Cap) 17.6% | 16.4% | 12.7% | 9.0% | 9.4% | 104% | 11.6% | 15.1% | 16.9% | 13.5% | 15.0% | 15.5% |Retained to Com Eq 18.0%
CUR$I?WI|ELI\|{T POSITION 2004 2004 3/31/06 1% -- -- -- -- -- -- -- -- - Nil Nil |All Div'ds to Net Prof Nil
Cash_Aséets 88.1 60.7 31.9 | BUSINESS: Griffon Corp. is a diversified manufacturer and service film producer, in 6/02. '05 depreciation rate 8.1%. Ownership: Of-
Receivables 1749 189.9  176.3 | provider organized into four segments: Garage Doors (37% of sales ficers & Directors own 10.2% of stock; Barclays Global Investors,
Ion%eenrtory (FIFO) 1%5{ lgié 188(73 and 39% of operating income in 2005), Installation Services (21%; 5.9% (Proxy, 12/05). Has about 5,700 employees. Chairman &
. . . o ! g IRAIIN . : ) o : .
Current Assets 7806 4832 4645 | 9%) Electronic Communications (16%; 19%), and Specialty Plastic ~ CEO: Harvey R. Blau. President: Robert Balemian. Incorporated:
Accts Payable 85.6 92.0 1015 Films (26%; 33%). International sales were about 25% of fiscal DE. Address: 100 Jericho Quadrangle, Jericho, NY 11753. Tele-
Debt Dué 8.3 9.4 _~| 2005 total. Acquired Clopay do Brasil, a Brazilian specialty plastic ~phone: 516-938-5544. Internet: www.griffoncorp.com.
Other 116.7 108.6 86.4 - = s N - - " "
Current Liab. 5106 2100 ~ig7o | We think that Griffon’s Specialty as though it will be slowing anytime soon.

Total backlog is currently at an all-time
high of $350 million. Griffon recently an-

ofchenge (persh) 10¥s - Syrs W08 IL | been struggling with slowing demand and nounced that it had secured an additional
“Cash Flow” 105% 14.0% 14.5% high resin costs, recent results point to $54 million in funding from the Syracuse
E.ﬁf.'&'ngs 85% 15.0% 18-0,1"/51 better days ahead. Volume from the seg- Research Corp., bringing total funding to
BoakValue 100% 85% 140% | Ments largest customer rebounded in the $175 million, 70% of which is scheduled to

Fiscal | QUARTERLY SALES (i) A = second quarter (fiscal year ends September be realized in the second half of this year.

Year : Fiscal| 30th), as issues about product alterations The remaining 30% is slated to be fulfilled

Ends |Dec.31 Mar31 Jun.30 Sep30| vear | appear to have subsided. In addition, by mid-2007. Meanwhile, Griffon recently

2003 13022 2773 3126 3626 12547 | resin costs have cooled off a bit in recent came to an agreement with Boeing for the

%ggg gigg ggg gggg gggz %iggg months. Meanwhile, capacity-expansion production of integrated radio manage-

2006 |3585 3662 440 4853 |1650 | Programs overseas seem to be working. ment systems for transport aircraft, total-

2007 1300 400 475 510 |1775 | European sales to new customers roughly ing $35.5 million. The addition of the

Focal EARNINGS PER SHARE A =l doubled from the first quarter. Likewise, Mh60-R helicopter program, as well as the

Year |pocat Mar3l Jund0 Sen.3o| Fiscdl volume in Brazil was up 20% in the second Canadian helicopter contracts, should

Ends . o0 N, p- Year | period. We suspect that business with new boost revenues next year to the tune of

2003 .32 1433 491 128 cystomers will continue to increase $75 million. As a resuit, we have increased

%88‘; ‘2% ﬂ ﬁ % igé throughout the next couple of years, our full-year 2006 and 2007 share-net es-

2006 93 23 55 g9 | 190 Penefiting from new product introductions timates by a dime each, to $1.90 and

2007 45 33 53 94 | 2309| @and penetration into private-label prod- $2.30, respectively.

SPAD ucts in Europe. These untimely shares may appeal to

Cg" QUARTERLY DIVIDEND: 5“” The Telephonics division ought to be those with a longer investment hori-
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| yhe key driver of growth going for- zon. They offer wide 3- to 5-year appreci-

2002 ward, though. Revenue at this business ation potential based on the gains that we

2003 NO CASH DIVIDENDS segment increased 27% in the most recent envision resulting from the aforemen-

%ggg BEING PAID quarter, while operating income climbed tioned endeavors.

2006 about 40%. And the business does not look Andre J. Costanza July 28, 2006
(A) Fiscal year ends September 30th. ures may not add due to rounding. Next earn- Company’s Financial Strength B+
(B) Excludes non-recurring gains/(losses): '90 | ings report due late October. Stock’s Price Stability 60
$0.17; 91 $0.02; '93 ($0.22); '96 ($0.16); '99 | (C) In millions Price Growth Persistence 60
$(0.07); 00 ($0.15); '02 ($0.69). Quarterly fig- Earnings Predictability 75
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RECENT PIE Trailing: 25.2 RELATIVE DIVD i
HAEMONETICS CORP. sz 52" 47.04[3 26,1 G )i 1551 Nil el |
TMELNEss 3 rervane | POV 35| R0 B3 34 13| 3| 43| %Ho| N3 %2 BE %7 Target Price Range
SAFETY 3 New312m9 LEGENDS
—— 16.0 x "Cash Flow" p sh
TECHNICAL 3 Raised 71406 |-+ Relaive Price Strengtn 160
- 2 for-1 split  1/93 120
BETA .95 (1.00 = Market) Options: Yes 100
2009-11 PROJECTIONS haded area indicates recession ————— T | T | 1 oIl —: 80
. ~ Ann'l Total
i (g 3
20 K30 5 | i e 40
Insider Decisions 3 I— — | I;ljm,|= iy H ,--" 30
ONDJFMAM] | - v | T \ I |||.| | I i m
toBly 010 0 0 100 1 1 [lhpe -,--]- {4 PR . 1 ||-|!| Ll _— LT 20
Options 01 001200 3 fh |II " b 111.-.I|I| a1 ) A0 | 15
Sl 020010004 i R e R T G 9% TOT. RETURN 7/06 |~
Institutional Decisions '. ORI L B . THIS  VLARITH.
00005 4Q2005 102006 | percent 18 N ) STOCK  INDEX
bel  6s a1 9ifchares 12 O T[T [N TR 3w 108 w3
Hd's(00) 25239 24999 25332 TR 01 AR TTPYPRTI L1 PUTRFRYONF TFRCTRRR] FLRCRELCHL O RARRECRD RARRRRRCRD R RREREER R RRRRRERI N Sy 309 592
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
6.33 7.76 8.85 924 | 1024| 1156 | 1079 | 1047 | 11.00 | 1140 | 1248 | 14.02 | 1452 | 1465 | 1564 | 17.70 | 19.80 |Sales persh A 2550
74 1.19 1.50 1.67 181 1.69 1.49 1.70 198 2.08 2.36 2.30 231 2.57 2.88 3.45 3.90 |“Cash Flow” per sh 5.50
.64 87 1.09 118 1.30 1.20 62 .78 .96 114 129 1.07 1.19 152 1.90 1.80 2.10 |Earnings persh BE 375
-- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil |Div'ds Decl'd per sh Nil
41 .63 82 .88 73 1.20 a7 83 92 .86 84 .56 55 67 1.26 1.35 1.20 |Cap’l Spending per sh 1.00
3.25 454 5.73 6.80 7.99 8.41 7.35 8.23 8.17 8.36 9.24 929 | 1115 | 1357 | 1646 | 17.70 | 19.65 Book Value per sh € 2750
2787 2787| 2806 | 2840 | 27.16| 26.80 | 2648 | 26.95 | 2528 | 25.78 | 25.64 | 24.04 | 25.08 | 26.18 | 26.83 | 26.00 | 26.25 |Common Shs Outst'g O | 28.50
225 219 213 149 14.2 15.3 212 231 214 218 25.7 236 19.3 218 24.1 | Bold figyres are |Avg Ann’l P/E Ratio 20.0
144| 133 126 98 95 96| 157| 120| 12| 142 132| 129| 110| 115| 129| \ValuelLine |Relative P/E Ratio 135
- - - - - - - .- .- .- .- .- - .- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 7/1/06 309.8 | 2858 | 2822 | 2779 | 2939 | 3200 | 3370 | 364.2 | 3836 | 4197 460 520 |Sales ($mill) A 725
Total Debt $35.0 mill. ~ Due in 5 Yrs $34.6 mill. 19.6% | 18.8% | 19.9% | 21.1% | 20.8% | 22.5% | 19.6% | 20.9% | 22.8% | 23.3% | 21.0% | 22.0% |Operating Margin 21.5%
?;ﬁgg%éggﬂg - LT Interest $%é§/0”2)'}'bap,l) 123 | 229| 246| 249| 245| 256 | 284| 301 | 27.6| 252 300]| 320 |Depreciation (mill) 340
T 33.0 16.5 21.2 25.2 29.1 349 269 293 39.6 52.2 48.0 57.0 |Net Profit ($mill) 110
Leases Uncapitalized: Annual rentals $6.3 million 35.0% | 43.0% | 35.0% | 31.6% | 28.2% | 28.0% | 30.3% | 36.0% | 33.8% | 35.1% | 35.0% | 35.5% |Income Tax Rate 35.0%
Pension Assets-4/06 $4.1 mill. Oblig. $6.7 mill. 10.6% | 58% | 75% | 9.1% | 9.9% | 10.9% | 8.0% | 8.0% | 10.3% | 12.4% | 10.4% | 11.0% |Net Profit Margin 15.2%
941 | 1128 | 1622 | 1214 | 1397 | 148.7 | 1229 | 1857 | 2557 | 330.3 345 350 |Working Cap'l ($mill) 525
Efodmsntq%cnks'\:grc]ﬁ 27006.004 shares 100 | 536| 525| 413 | 473| 408 | 316 | 254 | 192| 130| 130| 130 |Long-Term Debt ($mill) 25.0
(Options exercisable: 8.0%) 2253 | 1947 | 2219 | 2064 | 2155 | 2368 | 2232 | 2797 | 3551 | 4417| 460 | 515 |Shr. Equity ($mill) 780
144% | 73% | 85% | 10.8% | 11.6% | 13.2% | 11.1% | 9.9% | 10.8% | 11.6% | 10.5% | 11.0% |Return on Total Cap'l 14.0%
MARKET CAP: $1.2 billion (Mid Cap) 146% | 85% | 9.5% | 12.2% | 135% | 14.7% | 12.1% | 10.5% | 11.2% | 11.8% | 10.5% | 11.0% |Return on Shr. Equity | 14.0%
CURRENT POSITION 2004 2005  7/1/06 | 146% | 85% | 9.5% | 12.2% | 13.5% | 14.7% | 12.1% | 105% | 11.2% | 11.8% | 10.5% | 11.0% [Retained to Com Eq 14.0%
Cas(ﬁMAlLsLs')ets 1858 2507 260.0 - - - -- - - - - -- -- Nil Nil [All Div'ds to Net Prof Nil
Receivables 80.7 869  89.3 | BUSINESS: Haemonetics Corp. operates two divisions: Donor rate: 8.9%; R&D, 6.3% of sales. Acq'd Arryx, 6/06; Transfusion
g;’heenrtory (FIFO) g?ul) g‘e‘g ggg Products (66% of 2005 sales) provides disposable supplies used in ~ Tech, 9/00; Fifth Dimension Info. Sys., 1/02. Has 1,661 employees.
Current Assets 3 43:6 418: i 433:3 theAcoIIegtilorll of plasma, wholg blood, platelets, and req blood cells.  Officers and directors own 3.7% of share_s; o_ther major investors,
Accts Payable 111 142 155 | Patient d_|V|S|on (21%) offers dlsposabl_e products _used in blood s_aI— 17.4% (7/06 proxy). Chairman: R.A. Matricaria. Pres. & CEO: B.
Debt Due 26.6 26.2 222 | vage during surgery, notably orthopedic and cardiovascular. Equip-  Nutter. Inc.: Mass. Address: 400 Wood Rd., Braintree, MA 02184.
Other 50.2 47.7 51.9 | ment & services (13%). Int'l business: 61.5% of sales. '05 deprec. Tel.: 781-848-7100. Internet: www.haemonetics.com.
Current Liab. 879 881 86 Haemonetics investors probably will growth seems likely once again in the ma-
ANNUAL RATES  Past Past Estd’'03-05| require some patience. That's because ture blood bank sector.
ochange (persh) - 10¥s, 51, 0 B share earnings will likely fall by about 5% New products brighten the prospects
“Cash Flow” 45%  65% 13.0% in fiscal 2006 (ends March 31st), after ex- for fiscal 2007 and beyond. The most
Earnings 25% 10.0%  16.0% cluding an estimated $0.56 nonrecurring important near-term entry will be Cymbal,
gg’(')dke\’/‘glie 7o%  105% 1250 | charge related to the recent Arryx acquisi- a new system for automating red blood cell
. = - tion. The culprits damaging the operating collection. Its portability should expand
§scal | QUARTERLYSALES($mil)~ | Ful | nerformance will include stock option ex- significantly Haemonetics' penetration of
Begins |Jun.Per Sep.Per Dec.Per MarPer| Year | penses, which should trim $0.25 from this huge market from today's 6%. Launch
2003 | 883 875 907 977 | 3642| share net; higher raw material costs, of the CardioPAT for open heart surgeries
2004 | 946 909 981 1000 | 3836| stemming from the increase in oil prices; ought to leverage the patient division’s
2005 11032 1005 1057 1103 | 4197| and about $6 million in expenditures for salesforce, along with other entries, in-
%ggg }%(5)7 g‘sm %g 58 ‘51'28 the global installation of an enterprise re- cluding the SmartSuction products for
Fcal =] source planning (ERP) system. (Note that clearing surgical fields of debris. Mean-
Vest | EARNINGSPERSHAREABE | b | about $11 million of this year’s capital ex- while, the Arryx purchase garnered a
Begins |Jun.Per Sep.Per Dec.Per MarPer| Year | penditure budget will be” invested in the novel, patented technology for cell sorting.
2003 | 21 2 38 37 | L19| ERP software.) On the other hand, Hae- Using laser “tweezers,” new products
2004 | 38 .34 42 38| 152| monpetics should post good sales growth. might isolate a major cellular com-
2005 41 40 41 621 1901 The patient division will likely record 17%- ponent(s) from whole blood faster and with
%ggg gg gg gg gg %?8 18% more business, thanks largely to the less damage than existing technology. It
: - : : : company’s assumption of marketing also offers promise for isolating pathogen-
Cal- | QUARTERLY DIVIDENDS PAID Full | responsibilities for the OrthoPAT blood free plasma, as well as stem cells. We fig-
endar | Mar.31 Jun.30 Sep.30 Dec.dl| Year | sgjyage line from Zimmer. We think sales ure that such new products will support
2002 at the donor division will rise about 10%, 15%-20% annual profit growth in fiscal
2003 NO CASH DIVIDENDS on a 20%-25% larger contribution from 2007 and over the 3- to 5-year pull.
2004 BEING PAID automated red blood cell collection tech- This stock should prove a worthwhile
2005 nology and a 15%-18% increase in ship- long-term holding.
2006 ments of plasma collection sets. Modest Keith A. Markey, Ph.D. September 1, 2006

(A) Fiscal year ends on the Saturday closest to | 6¢; '05, 61¢. Next earnings report due late Oc- | (D) In millions, adjusted for stock split.
tober. (C) Includes intangibles. In '05: $41.4 | (E) Our 2006 estimates exclude an expected
charge of 56¢/share for the Arryx acquisition.

March 31st of the next calendar year.

luted EPS. Excl. nonrecur. gain (losses): '97,

(B) Di-

($1.55); '99, (24¢); 00, (86¢); ‘01, (17¢); '02,

© 2006, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

million, $1.54 a share.
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ANNUAL RATES  Past
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by almost 30% in 2006. The company’s
second-quarter results were well above our

RECENT 79 15 PIE 16 6 Trailing: 19.2'Y | RELATIVE 0 95 DIVD 1 70/
. NYSE-HSC PRICE . RATIO . Median: 15.0/ | PIE RATIO U, YLD AT
; High: 30.3 35.1 47.9 47.3 34.4 31.2 36.0 | 445 44.4 56.2 70.6 89.7 i
TMELNESS 3 rasoons | L 03) 3351 933 573| 33%| 33| BR| 43| 78| %i| 8| &5 Tzzgggt 2828 R;Sff
SAFETY 3 Loered32505 | LEGENDS ]
3 o Z{'glaxﬁvec aFl’srllﬂlcel: lg\t,genptﬁh 200
TECHNICAL Lowered 7/28/06 Siort it 5167 g 160
BETA 120 (1.00 = Market) Options:No [ [ || et
2009-11 PROJECTIONS haded area indicates recession 100
. . Ann'l Total T e 0
Price  Gain Return TR
High 145 +85%) 18% rir‘” 60
Low 95 +20% 7% /Irf 50
Insider Decisions Mgttty — [ —— e 40
[T | o
ONDJFMAMJ|. by v [LIVILI PR | 1T b 30
By 00000000 1[ cwastsg il i A0 L .I"Il'l T T .
Options 1 1 10 4522 2 My ! (3 “| b | 20
oSl 111035222 ! e % TOT. RETURN 8/06
Institutional Decisions - '°°°. I THS  VLARITH.
4Q2005  1Q2006  2Q2006 . STOCK  INDEX
to Buy 120 108 117 Eﬁ;ﬁssm 182 Al lyr. 381 7.1
to Sell 90 119 108 | traded 4 A LI b T Ty T THHTHTTL [ 3yr. 1179 494 [
HUs(00)_27938 28150 28725 TP TFFARTNTEC L T ARV LR R R AECRRCACA AR RS RRRRLN Syr. 1551 704
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
3355 | 37.03| 3201| 2870 | 2696 | 29.85| 3140 | 3464 | 3835 | 4294 | 50.36 | 52.73 | 48.76 | 51.84 | 60.28 | 66.21 | 80.95 | 88.10 |Sales persh 107.15
241| 256| 288| 280| 358| 420| 460| 462| 528| 565| 643| 679 | 607 | 618 | 718 849 | 1050 | 11.45 |“Cash Flow" per sh 14.30
133 146( 172| 141| 154| 209| 239| 264| 236 | 222| 242| 237 | 222| 204| 273| 352| 455| 5.0 |Earningspersh A 7.10
60 62 66 .70 .70 74 17 80 89 .90 .95 97| 101| 1.05 110 | 120| 1.30| 140 |Div'ds Decl'd persh Ba 1.70
136 | 1.03 84| 168| 181 227 303| 305 353 | 437 | 452 390 | 28 | 352 | 492| 695 7.85| 835 Cap'lSpending persh 10.00
833| 914| 9.75| 1056 | 1154 | 1249| 1374 | 1664 | 1514 | 1622 | 1694 | 17.16 | 1590 | 19.01 | 22.03 | 23.79 | 27.75| 31.65 |Book Value per sh © 47.60
5245 | 5247 50.76 | 49.56 | 5036 | 50.10| 49.60 | 46.98 | 4525 | 40.07 | 39.81 | 39.98 | 4054 | 40.87 | 4150 | 41.78 | 42.00 | 42.00 |Common Shs Outst'g O | 42.00
8.7 9.4 98| 145| 137| 122| 134| 152 167 | 131| 108 | 123 | 151 | 175| 169 | 16.6 | Bold figiresare |AvgAnn'l P/E Ratio 17.0
65 60 59 86 .90 82 84 88 87 75 .70 63 82| 1.00 89 88 | \ValuejLine Relative P/E Ratio 1.15
5.2% | 45%| 3.9% | 3.4% | 3.3% | 29% | 24% | 20% | 22% | 31% | 36% | 33% | 30% | 30% | 24% | 20%| ="' |AvgAnn'lDivd Yield 1.6%
CAPITAL STRUCTURE as of 6/30/06 1557.6 | 1627.5 | 1735.4 | 1720.8 | 2004.7 | 2108.5 | 1976.7 | 21185 | 2502.1 | 2766.2 | 3400 | 3700 |Sales ($mill) 4500
. . ) 17.8% | 18.3% | 18.4% | 18.1% | 17.7% | 17.2% | 17.0% | 16.0% | 16.0% | 17.0% | 17.5% | 17.5% |Operating Margin 18.0%
I?tg'egfgggiogo;m"- E#fn't”efe ltf;ffgorﬁl{“'"- 1094 | 1165 | 1314 | 1359 | 1501 | 1765 | 1557 | 168.9 | 1844 | 1981| 250 | 265 |Depreciation ($mil) 300
(Total interest coverage: 7.0) (46% of Cap'l) 1190 | 1004 | 1075 | 907 | 968 | 949 | 904 | 836 | 1135| 156.7 190 215 | Net Profit ($mill) 300
38.0% | 38.0% | 37.5% | 35.0% | 31.5% | 27.2% | 31.0% | 30.7% | 28.6% | 28.1% | 33.0% | 33.0% |Income Tax Rate 35.0%
Leases, Uncapitalized Annual rentals $41.0 mill. 76% | 62% | 62% | 53% | 48% | 45% | 46% | 3.9% | 45% | 57% | 5.6% | 58% |NetProfit Margin 6.7%
Pension Assets - 12/05 $916.8 mill. 2146 | 3412 | 1126 | 1825 | 190.2 | 2414 | 2285 | 269.3 | 3465 | 3527 | 400 | 425 |Working Cap'l ($mill) 550
bid Stock None Oblig. $1054 mil. 2074 | 1989 | 3091 | 4185 | 7745 | 7202 | 6056 | 5844 | 5047 | 9059 | 850| 775 |Long-Term Debt ($mill) | 500
681.3 | 7817 | 6853 | 650.1 | 6742 | 686.2 | 6445 | 777.0 | 9142 | 9939 | 1165 | 1330 |Shr. Equity ($mill) 2000
Common Stock 42,011,159 shs. 142% | 11.1% | 11.8% | 9.7% | 82% | 86% | 89% | 75% | 89% | 83%| 9.5% | 10.0% |Returnon Total Cap'l 12.0%
as of 7/31/06 o ) 17.5% | 12.8% | 15.7% | 14.0% | 14.4% | 13.8% | 14.0% | 10.8% | 12.4% | 15.8% | 16.5% | 16.0% |Return on Shr. Equity 15.0%
MARKET CAP: $3.3 billion (Mid Cap) 119% | 7.8% | 98% | 83% | 88% | 83% | 7.8% | 53% | 7.5% | 10.7% | 11.5% | 11.5% |Retained to Com Eq 11.5%
CUR$I?WI|ELI\ET POSITION 2004 2005  6/30/06 32% 39% 37% 41% 39% 40% 45% 49% 40% 32% 29% 28% |All Div'ds to Net Prof 24%
Cash_Aséets 94.1 1209 88.3 | BUSINESS: Harsco Corp. is a manufacturing and industrial service  grating, and roofing granules, 20%). Sold 40% stake in United
Receivables 5552 666.3  706.4 | company. Has four operating groups: Mill Services (services for Defense, 10/97. Acquired MultiServ, 8/93; SGB, 6/00; Hunnebeck,
Ion%eenrtory (Avg Cst) Z%gg 22%% zggg steel mills and metallurgical industries, 38% of '05 revenues); Ac- 11/05. 21,000 employees. Earnest Partners LLC owns 6.8% of
Current Assets 924'9 1101'1 1130'3 cess Services (incl. shoring and concrete forming equipment, 29%);  common; officers & directors, 1.7% (3/06 Proxy). Chrmn. & CEO:
Accts Payable 220'3 247'2 251.8 Gas and Fluid Control (incl. gas control/containment products, Derek C. Hathaway. Inc.: DE. Add.: P.O. Box 8888, Camp Hill, PA
Debt Dué 311 104.0 75.8 | 13%); Other Infrastructure (incl. railway maintenance equipment, ~17001. Tel.: 717-763-7064. Internet: www.harsco.com.
Other 327.0 397.2 419.6 ) - : f
Current Liab. t754 —7ag4 7a77 | Harsco's earnings may well advance tial housing markets should enable Harsco

o change (persh)  10¥rs, - sXis, 08I | estimate of $1.14 a share, prompting us to flow to add to its product portfolio in the
“Cash Flow” 75%  45% 12.0% increase our share-net estimate for this year ahead. Management is always on the
E.ﬁf!&ings j-ggf ‘i-ggf l;-ggf year by a quarter. Income from operations lookout for new technologies that can ex-
BoakValue €% 35w 1400 | Oorew Dy 36% over the prior-year period, pand the scope of services that Harsco can
- thanks to improving margins. Continued offer to customers. This would allow the
cal- QUARTERLY SALES (§ mill ) Full | strength from both the Mill and Access company to do more business with its cur-
endar |Mar.31 Jun.30 Sep.30 Dec3l] Year | gepyices divisions is likely to be the key rent customers through the cross-selling of
2003 14879 5365 5302 5639 21185 growth driver. products. Also, we look for HSC to expand
%ggg Zig% g%g? ggg %gg gggé% Management remains committed to aggressively into emerging markets in
2006 | 7696 8655 865 8999 3400 growth. The company continues to com- 2007 and beyond. By late decade, Latin
2007 850 925 925 1000|3700 mit a substantle}l amount o_f its free cash America, Asia/Pacific, the Middle East, Af-
" flow toward capital expenditures. Indeed, rica, and Eastern Europe may represent
Cal- M EARN'NGSPERSHARED | Full | ywe expect Harsco's spending to rise by about 30% of total revenues, double the
endar |Mar3l Jun.30 Sep30 Dec.8l| Year | oo than 10% this year. Further, over current proportion.
2003 | 24 61 57 .62 | 2041 the first half, the company used 46% of its These shares offer decent total return
%88‘; ‘5% ;3 ;g 183 %gg capital spending on growth expenditures, potential to 2009-2011. Harsco still has
2006 81 128 120 126 | 455 cash outlays above those required to much room to grow in a consolidating in-
2007 | 102 133 133 142 | 510/ Sustain current business. We anticipate dustrial services industry. Its broad global
UARTERLY DIVIDENDS PAID & that this trend will continue, with man- footprint and diverse portfolio of services
Cg" Q . 5”” agement using about 50% of its capital should enable the company to achieve
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| jy\qget to fund new projects in core seg- average annual earnings advances in the
2002 | .25 .25 .25 268 | 101} ments over the next several years. mid-teens to late decade. Note, though,
2003 | 263 263 263 263 | 105| Harsco should continue to achieve this issue is ranked to only keep pace with
%ggg %5 %5 %5 %5 %%g strong results in 2007. Strength in the market in the year ahead.
2006 | 325 325 305 ’ global steel production and in nonresiden- Jerry W. Gray Jr. September 22, 2006

to grow its top line by about 9% next year.
The company may also use its large cash

(A) Primary egs. through 1997; diluted there-

after. Excl. nonrecurring gains (losses): '92,

(14¢); '93, 34¢; '94, 19¢; '95, (3¢); '01, (58¢);

'02, (1¢); '03, 8¢; '05, 20¢. Excl. gains (losses)
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on disc. ops.: '90, 5¢; '92, 5¢; '97, $3.08; '03,
13¢;
(B) Divs. historically paid in mid-Feb., May,
Aug., and Nov. = Divid reinv. plan available.

'04, 18¢. Next egs. rpt. due late Oct. $15.28/sh.

(C) Incl. intangibles. In 2005: $638.5 mill.,

(D) In millions, adjusted for stock split.
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