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Sales per sh

“Cash Flow” per sh
Earnings per sh A
Div'ds Decl'd per sh B =
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Book Value per sh ©
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LT Debt $2245.6 mill.

CAPITAL STRUCTURE as of 6/30/06
Total Debt $2675.1 mill.Due in 5 Yrs $1578.5 mill.
LT Interest $135.0 mill.
Incl. $436.7 mill. 5.25% mand. conv. pref. secs.
('01), each initially callable at 101.05% of liquida-
tion preference of $50.

(Total interest coverage: 4.6x)
Leases, Uncapitalized Annual rentals $90.4 mill.
Pension Assets-12/05 $1034 mill. Oblig. $1379
mill. (Include Int'l operations)

Pfd Stock None

Common Stock 276,900,000 shs.

as of 6/30/06

MARKET CAP: $8.0 billion (Large Cap)

B57%0

f Cap'l)

7750.0
13.0%

2872.8
21.0%

3234.3
21.7%

3720.0
20.1%

6413.1
17.9%

6934.7
16.9%

6909.3
14.0%

7453.9
14.5%

7600
17.5%

6748.4
13.1%

6342.5
13.3%

6250
15.5%

6550
16.0%

Sales ($mill)
Operating Margin

278.2
408.0

116.4
256.5

129.9
2904

1475
319.8

2717
465.0

292.6
453.8

328.8
319.6

280.7
4232

255
660

249.1
381.1

213.8
4234

210
495

220
495

Depreciation ($mill)
Net Profit ($mill)

32.3%
5.3%

39.0%
1.3%

38.2%
6.5%

33.8%
4.6%

33.5%
5.7%

39.6%
8.9%

39.6%
9.0%

39.2%
8.6%

31.0%
8.7%

31.0%
1.6%

Income Tax Rate
Net Profit Margin

28.1%
5.6%

16.0%
6.7%

23.0%
7.9%

978.2
2868.6
2016.3

4711
672.0
1491.8

717.6
1284.0
17143

769.6
1366.2
1912.0

1108.7
1955.8
2697.0

1345.9
2814.7
2448.6

316.7
1865.0
2433.4

465.6
2356.6
20635

750
2100
3120

11411
2424.3
1764.2

675.3
2429.7
1643.2

600
2250
1765

625
2250
2000

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

9.7%
20.2%

11.1%
17.2%

9.8%
18.5%

9.0%
13.1%

10.7%
20.5%

13.0%
17.2%

10.9%
16.9%

10.6%
16.7%

14.0%
21.0%

13.5%
25.0%

10.4%
21.6%

12.0%
25.8%

14.0%
28.0%

Return on Total Cap'l
Return on Shr. Equity

11.2% | 155% | 14.4% | 8.9% | 9.3% | 3.9% | 9.6% | 8.8%

Other

Other

CURRENT POSITION
SMILL.

Cash Assets
Receivables
Inventory (LIFO)

Current Assets
Accts Payable
Debt Due

Current Liab.

2004

505.6
1278.7
972.3
255.8

2005

1155
1202.7
875.9
278.7

6/30/06
116.3

3012.4
682.9
206.9
981.5

2472.8
647.3
166.8
983.4

1871.3 17975

35% | 35% | 36% | 49% | 50% | 70% | 53% | 57%

8.5% | 11.7% | 15.0% | 13.0% |Retained to Com Eq 13.5%
61% | 55% | 47% | 47% |All Div'ds to Net Prof 35%

BUSINESS: Newell Rubbermaid Inc. markets and manufactures
namebrand consumer products to department/specialty stores,
warehouse clubs, and other volume purchasers. The company’'s
multi-product offerings are divided into five business segments.
Cleaning & Org. (25.5% of '05 net sales), Off. Prod. (27.0%), Home
Fash. (13.0%), Tools & Hardware (19.9%), Other (14.7%). Products

include: storage systems, cookware, glassware, strollers, children’s
toys, window furnishings and writing instruments. About 28,000
empls. T. Rowe Price owns 8.7% of stock; FMR Corp., 5.6%;
Off./dir. own 1.0% (4/06 proxy). CEO: Mark D. Ketchum. Inc.: DE.
Address: 10 B Glenlake Parkway, Suite 600, Atlanta, GA 30328.
Tel.: 770-670-2232. Internet: www.newellrubbermaid.com.

Newell Rubbermaid has continued to
streamline its operations. Over the past

Sales

ANNUAL RATES Past
of change (per sh)

“Cash Flow”
Earnings
Dividends
Book Value

10 Yrs
7.0%
3.0%
2.0%

5Yrs.
1.0%
-3.0%
-3.5%
7.5% 1.5%
-1.0%  -6.5%

to

Past Est'd '03-'05

'09-11

1.0%
5.5%
8.0%

NMF

9.0%

several years, the company has divested a
number of underperforming business units
in an effort to improve margins. Newell
remains active on this front. Last June,
the company decided to sell its Home

Cal-
endar

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

Full
Year

Decor Europe business, and is currently in
negotiations with prospective buyers. More
recently, MGA Entertainment has agreed

2003
2004
2005
2006
2007

1736.4 1976.1 1944.7 2092.8
1532.3 17358 1671.8 1808.5
1363.1 1645.6 1584.8 1749.0
1405.3 1696.8 1500 1647.9
1425 1700 1650 1775

7750.0
6748.4
6342.5
6250
6550

to buy the firm’'s Little Tikes unit for an
undisclosed amount. This particular trans-
action should be slightly dilutive to earn-
ings this year, but we believe that the

Cal-
endar

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

Full
Year

move helps to further support our long-
term margin assumptions.

2003
2004
2005
2006
2007

27 42 40 40
19 .38 .36 46
.33 .30 .50 41
49 .54 37 40
.30 .50 .50 .50

1.49
1.39
1.53
1.80
1.80

Margins have already shown signs of
improvement. In the first half of the
year, gross margins (excluding deprecia-
tion) expanded by more than 250 basis
points, thanks to a few factors, including

Cal-
endar

QUARTERLY DIVIDENDS PAID B =
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

improved pricing and productivity gains.
We note that the higher cost of raw mate-

2002
2003
2004
2005
2006

21 21 21 21
21 21 21 21
21 21 21 21
21 21 21 21
21 21 21

84
84
84
84

rials prompted Newell to implement price
hikes earlier in the year. With respect to
cost-cutting initiatives, the company has
done a commendable job of increasing op-

erational efficiency. In 2004, a three-year

restructuring plan was completed, result-
ing in the shutdown of 84 manufacturing
plants and the elimination of 12,000 jobs.
Currently, Newell is in the process of out-
sourcing about 50% of its manufacturing
capabilities, with 70% of total production
located in low-cost countries.

Lower production costs have enabled
the company to spend more on ad-
vertising and R&D projects. Manage-
ment plans to increase its investments in
such initiatives to 5.5% of sales this year,
compared to roughly 4% of sales in 2005.
This is worth mentioning because the com-
pany is addressing the importance of prod-
uct innovation and its potentially sig-
nificant impact on sales and margins. Too,
greater promotional activity should bolster
brand name awareness. All things consid-
ered, we have raised our share-net call for
2006 by $0.10 to $1.80, excluding restruc-
turing charges. A higher tax rate, begin-
ning next year, has also been factored into
our earnings estimates.

These shares have appreciated 12%
since our July review, limiting their ap-
peal at this juncture.

Charles W. Noh October 6, 2006

(A) Fully diluted earnings. Excl. nonrecurring

gain/(loss): '92, ($0.29); '98, $0.44; '99,

($1.31);

'00, $0.14; '01, ($0.21); '02, ($2.34);

03, ($1.66); 04, ($1.81); 05, ($0.63); 06,

($0.39). Quarterly egs. may not sum to total
due to rounding. Next egs. rpt. due late Oct.
(B) Dividends historically paid in March, June,
September, and December. = Div'd 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
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.

plan avail. (C) Incl. intangibles. In '05: $2,773.0
mill., $10.10/sh. (D) In millions. (E) Completed
merger with Rubbermaid Inc. (3/24/99);
changed name to Newell Rubbermaid Inc.

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

To subscribe call 1-800-833-0046.
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302005 402005 1Q2006 STOCK  INDEX
ony 76 C7e Sog|FDeent @ - = ey
to Sell 61 58 47 | yaded 3 [, PR I Y YT L AT M IR (S TR A LTI | 3yr. 1106 639 [
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19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
918 | 10.34| 11.35| 1232| 1377| 1615| 1728 | 1887 | 19.74 | 2140 | 22.82 | 2207 | 19.27 | 1929 | 21.82 | 23.14 | 27.00 | 29.40 |Sales pershA 34.85
113 129 1.50 1.55 177 2.04 2.05 2.23 2.17 241 2.80 2.21 181 1.86 248 2.87 3.45 3.80 |“Cash Flow” per sh 470
.76 .89 1.02 1.07 123 142 1.46 143 143 148 1.85 .94 94 1.04 1.73 2.16 2.60 3.00 |Earnings per sh AB 375
18 .20 22 24 28 32 .36 40 44 A48 .52 .56 57 61 63 .65 .68 .70 |Div'ds Decl'd per sh Ca .80
40 .26 27 42 56 70 .66 47 46 1.39 73 .70 34 22 31 42 45 .50 |Cap'l Spending per sh .60
347 4.07 474 5.24 5.71 6.42 6.96 6.55 6.42 6.76 7.62 7.96 8.00 8.67 | 11.01 9.12 | 15.80 | 19.10 [Book Value per sh© 29.40

3759 | 3751| 3750 | 3745| 36.80 | 36.01| 3527 | 3368 | 3348 | 3273 | 3245 | 3314 | 3362 | 34.60 | 3637 | 36.27| 3350 | 33.00 |Common Shs Outst'g & 33.00
149 148 234 213 229 19.9 19.2 20.0 16.9 183 133 28.2 28.0 239 211 16.6 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
111 95| 142| 126| 150| 133 120| 115 88| 104 86| 145 153| 136 | 111 87| ValuelLine |Relative PIE Ratio 120
16% | 15%| 9% | 1.1% | 1.0% | 1.1% | 13% | 14% | 18% | 18% | 21% | 21% | 22% | 25% | 17% | 18% | ="' |Avg Ann'lDivd Yield 1.2%

CAPITAL STRUCTURE as of 4/30/06 609.4 | 6355 | 6609 | 7005 | 740.6 | 7314 | 6478 | 667.3 | 7935 | 839.2 905 970 |Sales ($mill) A 1150

Total Debt $147.2 mill. Duein 5 Yrs $100.0mill. | 17.0% | 16.0% | 15.6% | 15.6% | 17.7% | 15.7% | 14.9% | 14.7% | 17.3% | 17.6% | 18.5% | 19.0% |Operating Margin 20.0%

LI_TTDetbt $1t°1-4 '"('j'_'-go ,LtTt'”I‘.e’tes‘ $t3-2 mill. 192| 253| 250| 203| 303| 419 | 295| 292 | 269| 257| 250]| 25.0 |Depreciation ($mill 300

gy crest eamed: S0c totalinerestcoverage: | 531 | 497| 47| 495| 05| 33| 315 2| 33| 783| 900| 100 NetProi smil) 125

(32% of Cap'l) | 34.5% | 33.0% | 33.7% | 33.5% | 34.5% | 34.7% | 33.1% |33.0% | 32.5% | 29.6% | 32.0% | 32.0% (Income Tax Rate 32.0%

Leases, Uncapitalized Annual rentals $11.7 mill. 87% | 7.8% | 72% | 71% | 82% | 43% | 49% | 53% | 80% | 9.3% | 9.9% | 10.3% |Net Profit Margin 10.9%

Pension Assets-11/05 $112.8 mill. , 1105 | 139.1| 1214 | 894 | 1162 | 65| 219 | 657 | 167.3| 616 d100 | 40.0 |Working Cap'l ($mill) 375

bid Stock None Oblig. $198.0mill. | 506 | 65| 704 | 660| 608 | 1918 | 1749 | 1767 | 1524 | 1064| 100 | 90.0 |Long-Term Debt ($mil) | 50.0

2453 | 2205 | 2148 | 2214 | 247.2 | 2637 | 2689 | 300.1 | 400.3 | 330.9| 530 | 630 |Shr. Equity ($mill) 970
Common Stock 33,748,810 shs. 20.2% | 17.6% | 17.0% | 17.8% | 20.3% | 8.7% | 8.6% | 87% | 12.2% | 19.1% | 15.5% | 14.5% |Return on Total Cap'l 12.5%
21.6% | 225% | 22.2% | 22.4% | 245% | 11.9% | 11.7% | 11.7% | 15.8% | 23.7% | 17.0% | 16.0% |Return on Shr. Equity 13.0%

MARKET CAP: $1.5 billion (Mid Cap) 16.4% | 16.3% | 15.4% | 152% | 17.7% | 4.9% | 4.6% | 4.9% | 10.3% | 16.6% | 12.5% | 12.0% |Retained to Com Eq 10.0%

CUR$I$WI|ELI\ET POSITION 2004 2005 4/30/06 | 24% | 28% | 30% | 32% | 28% | 59% | 60% | 58% | 35% | 30% | 25% | 23% |All Div'ds to Net Prof 21%

Cash Assets 60.6 11.5 43.9 | BUSINESS: Nordson Corp. designs, engineers, and markets indus-  sales; R&D, 2.9%. 2005 depreciation rate: 8.5%. Has about 3,650

Receivables 1739 1817  180.5 | trial application equipment. Hot melt equipment applies thermo- employees; 3,000 stockholders. Officers/directors own 12.8% of
Ion%eenrtory (LIFO) 33431 g%g ggg plastic materials such as adhesives, sealants, and caulking. Coat-  stock; other current and past employees, about 36.2% (1/06 Proxy).
Current Assets 363:2 311:7 349:0 ing equipment appl_ies_ paints, coatings, and other m_aterials ir_1 solid Chairman & CEO: Edward P. Campbell. President: Peter Hellman.
Accts Payable 58.7 68.0 53.6 and liquid form. Prlnmpallmarkelts |nc|udg the container, vehicular, Incorporated: Ohio. Addr.: 28601 Clemens Road, Westlake, Ohio

Debt Dué 28.0 53.7 45.8 | and household appliance industries. Foreign sales: 66% of '05 total ~ 44145. Telephone: 440-892-1580. Internet: www.nordson.com.
85;;2“‘ Liab. igg:s ;ég:‘l‘ ;gi:g Demand for Nordson's Adhesive Dis- the April interim, which should help this

— pensing products has rebounded. After segment perform well for the next several

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ several quarters of weak sales advances, quarters. We estimate that sales at this

o cange (persh)  10%rs,  8Yis. 0L | revenues at this segment increased by division will increase by 25% and 10% this

“Cash Flow” 30%  -5% 12.0% more than 6%, to $134 million in the April year and in fiscal 2007, respectively. Also,

Eiﬁ\llfifgimgs 3-83? 52‘;? 13-3‘;? quarter (fiscal year ends October 29th). We look for the operating margin to

BoakValue 50% 65% 205% | The rebound, which came earlier than we reach 20% by decade’s end. Over the

Fiscal VY ol previously expected, was mainly attrib- past year, Nordson has been restructuring

Jscal | QUARTERLY SALES ( mill) feli| uted to increased sales of the company’s its operations in order to cut costs. We be-

Ends |Jan.Per Apr.Per Jul.Per OCLPer| 'vear | nonwoven and paper-converting products. lieve that it will reduce its workforce by

2003 1453 1667 1663 1890 | 6673 | | opoking ahead, we believe that sales at approximately 3% and limit production

%ggg ggg %g?g %gig %ggg gggg this division will advance by 5% this year, costs, particularly at its Finishing and

2006 | 1975 2318 220 2557 | 905 compared to fiscal 2005's figure, since this Coating segment. This process should be

2007 |220 245 235 270 | 970 | Segment has recently received several completed by the end of 2007.

Fiscal EARNINGS PER SHARE A5 = large orders for its products. Thus, Earnings-driven investors may want

Year |5.0 oo Aor Per JulPer OctPer| Hiscal We have increased our 2006 earnings- to consider these shares. Strong results

Ends |7aN.Fer Apr.cer Jul : Year | per-share estimate by a dime. Along at the Advanced Technologies segment,

2003 | 1524 26 .39 | 1041 \yith the improvement at Adhesive Dis- and the rebound at Adhesive Dispensing,

%88‘; %g ﬁg ‘513 gg %Ig pensing, earnings will be fueled by strong should lead to 20% and 15% share-net ad-

2006 47 s4 60 89 | 250 results at the Advanced Technology seg- vances this year and in 2007, respectively.

2007 '60 75 70 ‘o5 | 300| Ment. This division accounts for abou_t 25% However, even though this sto_ck has

UARTERLY DIVIDENDS PAID Ce of total revenues and almost one-third of decreased in price by about 17% since our

Cg" Q 5”” operating profits. In the second quarter, April report, investors may want to look

endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| oqjas gt this division increased by about elsewhere, since it possesses only average

2002 | 28 14 15 - 57| 32%, as demand for assembly and test capital appreciation potential out to the

2003 | .30 15 15 - 61 equipment remained robust. In addition, 2009-2011 period, and is only an Average

%ggg g% 125 %gs N gg the backlog for Advanced Technology's selection for Timeliness.

2006 | 33 17 : ’ products increased by more than 21% in lan Gendler July 28, 2006
(A) Years end the Sunday closest to Oct. 31st. | (C) Dividends historically paid in early Jan., million, $10.26/share. Company’s Financial Strength B++
(B) Basic egs. Excl. nonrec. items: '93, (12¢); | mid-March, late June, and mid-Sept.= Dividend | (E) In millions, adjusted for stock split. Stock’s Price Stability 70
'97, 1¢; '98, (82¢); '99, (6¢); '00, (18¢); '01, reinvestment plan available. Price Growth Persistence 60
(28¢); '02, (28¢). Next egs. rpt. due late Aug. | (D) Includes intangibles. At 4/30/06: $346.4 Earnings Predictability 55

© 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.
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4Q005 102006 2Q2006 | percent 45 STOCK INDEX |
bl 330 323 sao|ghares 30 . R I B oars s
Hid's(000) 312202 309198 298433 vt vonatvts vl ottty T IR TEl O EECTTEFRRR AT oo honunst 0o cantosb s Syr. 773 704
1990|1991 | 1992 | 1993 | 1994 | 1995 1997 1998 [ 1999 | 2000 [2001 [2002 |2003 | 2004 [ 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
5848 | 6046 | 5855| 51.75| 6814 | 6892 69.66 | 6802 | 64.66 | 6451 | 52.86 | 6245 | 47.11 | 7235 | 81.92 | 8844 | 89.70 | 98.50 |Sales per sh 126.65
349 371 2.96 317 5.23 541 5.03 6.13 5.14 6.25 6.98 4.85 328 397 4.95 5.83 7.20 7.70 |“Cash Flow” per sh 11.35
150 1.89 1.28 1.00 250 2.56 2.00 299 2.26 347 441 2.40 2.86 2.09 2.99 352 4.45 4.80 |Earnings per shA 8.00
.60 .60 .60 .80 .80 80 .80 .80 .80 .80 .80 .80 .80 .80 89 1.01 1.16 1.29 |Div'ds Decl'd per sh B= 1.75
129 1.25 1.30 1.37 1.36 1.34 1.67 177 1.53 144 1.90 181 147 1.75 184 2.37 2.15 2.30 |Cap’l Spending per sh 2.65
1100 | 1255| 1323 | 1351 | 1310 | 1475| 1837 | 1949 | 20.70 | 23.36 | 27.19 | 34.04 | 39.22 | 4358 | 4583 | 4845 | 50.30 | 53.35 [Book Value per sh € 67.15
9388 | 94.18| 94.80| 97.83| 9848 | 9893 115.86 | 134.56 | 137.67 | 139.44 | 144.12 | 217.11 | 365.20 | 362.22 | 364.43 | 347.36 | 340.00 | 330.00 |Common Shs Outst'g® | 300.00
5.7 6.5 10.2 185 8.2 104 175 16.3 211 9.1 79 18.7 195 214 174 15.6 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
A2 42 .62 1.09 .54 .70 1.10 94 1.10 .52 51 .96 1.07 1.22 92 82 ValuejLine Relative P/E Ratio 1.00
7A% | 4.9% | 46% | 4.4% | 39% | 3.0% | 23% | 16% | 17% | 25% | 23% | 18% | 14% | 18% | 17% | 18% | ="' |AvgAnn'IDivid Yield 1.5%
CAPITAL STRUCTURE as of 6/30/06 8071.0 | 9153.0 | 8902.0 | 8995.0 | 7618.0 | 13558 | 17206 | 26206 | 29853 | 30721 | 30500 [ 32500 |Sales ($mill) 38000
Total Debt $4635 mill. Duein 5 Yrs $1500 mill. | 12,796 | 142% | 12.9% | 15.1% | 19.4% | 12.2% | 11.1% | 85% | 9.2% | 9.6% | 10.5% | 10.5% |Operating Margin 12.0%
LJTDetbt $3;821 ""('j'_-gs _Tf‘ta'l '."}erest‘ $295mil.  T3E7 074180 | 3930 | 389.0 | 3810 | 6450 | 5250 | 6820 | 7340 | 7730 | 715| 740 |Depreciation (Smill)E 750
(- vcrestcamed: 8:56 toalnteresi eolerage: | 2160 | 4070 | 3140 | 4830 | 6250 | 4270 | 6970 | 7820 | 10080 | 12760 | 1535 | 1605 et Proii smil) 2450
Leases, Uncapitalized None 39.3% | 37.5% | 36.9% | 36.6% | 35.9% | 38.9% | 30.9% | 30.9% | 32.3% | 32.1% | 31.5% | 33.0% |Income Tax Rate 33.0%
Pension Assets-12/05 $18.9 bill. Oblig. $20.7 bill. | 2.7% | 44% | 35% | 54% | 82% | 3.1% | 41% | 3.0% 37% | 42% | 5.0% | 5.0% |Net Profit Margin 6.4%
Pfd Stock $350 million™ Pfd Div'd $24.5 million d3.0 | 2210 | 666.0 | 329.0 | d162.0 | d543.0 | 4462.0 | d616.0 | 684.0 | d425.0 Nil | 400 [Working Cap'l ($mill) 2500
fffgégogosmhs-sﬁfs7%’&1%““@'[;‘1‘1/2?'- %{3’ gfa'cgv"n 29500 | 2500.0 | 2562.0 | 2000.0 | 1605.0 | 5033.0 | 9398.0 | 5410.0 | 5116.0 | 3881.0 | 3750 | 3500 |Long-Term Debt ($mill) | 2750
Common Stock 344 514,817 she, PV | 21280 | 26230 | 28500 | 3257.0 | 39100 | 77410 | 14672 | 16135 | 17050 | 17178 | 17450 | 17950 |Shr. Equity (Smil) 20500
as of 7/25/06 6.6% | 102% | 7.7% | 11.1% | 12.6% | 4.8% | 3.7% | 4.7% 59% | 6.9% | 80% | 8.0% |Returnon Total Cap'l 11.0%
(Options exercisable: 7.7%) 10.2% | 155% | 11.0% | 14.8% | 15.9% | 55% | 4.8% | 4.8% 6.4% | 74% | 9.0% | 9.0% |Return on Shr. Equity 12.0%
MARKET CAP: $23.4 billion (Large Cap) 6.2% | 11.6% | 7.2% | 11.4% | 13.0% | 3.6% | 34% | 3.0% | 46% | 55% | 6.5% | 6.5% |Retainedto Com Eq 9.5%
CUR$|?W||5LI\ET POSITION 2004 2005 6/30/06 | 39% | 25% | 35% | 23% | 18% | 37% | 29% | 39% | 29% | 28% | 26% | 26% |All Div'ds to Net Prof 21%
Cash Assets 1230 1605 751 | BUSINESS: Northrop Grumman Corp. operates in seven main sec-  total of 90.0% of sales in '05. 2005 depreciation. rate: 11.0%. Of-
Receivables 3546 3656 3907 | tors. It is a leading maker of airborne systems; a designer of elec- ficers & directors own about 0.2% of stock.; State Street Bank,
Ion%eenrtory (Avg Cst) 18% %ﬂf{ %ég? tronic warfare items; provides advanced information systems; builds ~ 9.7%; Capital Research, 9.3%. (4/06 Proxy). Chairman & CEO:
Current Assets 6907 7549 7045 | Warships and cargo ships; makes space systems. Acqu. Westing-  Ronald D. Sugar. President: Wesley G. Bush. Incorporated: DE.
Accts Payable 1750 1767 1452 house defense & elect., '96; Logicon, '97; Litton and Newport — Address: 1840 Central Park East, Los Angeles, CA 90067. Tele-
Debt Dué 42 1264 814 | News, '01; TRW, '02. Has 123,600 employees. United States Gov't phone: 310-553-6262. Internet: www.northgrum.com.
8g;ferntLiab. gggé ‘718‘7‘2 i’%g Northrop Grumman’s share earnings to an end, but the E-2D Advanced
— seem on track toward achieving about Hawkeye is on the way. The company
AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 a 25% year-over-year increase in 2006. should complete orders for the C model by
o chenge (persh) - 10yre, - SYis, 08Il 0 fact; the second-quarter figure was in 2009, with the next-generation D now un-
“Cash Flow” 5% -7.0% 15.0% line with our estimate, after excluding a der development. The E-2 first flew in
Eiﬁ\llfi'&i"gg ?-g‘gf -z.ggﬁ) ﬁgﬁf $0.14-a-share tax credit related to the B-2 1960, and hundreds have been sold around
BoakValue 125% 150% 65% | bomber program. Sales were a bit lower in the world since. The Hawkeye serves as
- the first half, largely reflecting hurricane- the U.S. Navy's battle management and
cal- QUARTERLY SALES (§ mill ) Ful | related work delays in the shipbuilding early warning aircraft, and a transport
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | geqment, which has facilities on the Gulf variant serves as the C-2 delivery aircraft
2003 |5866 6627 6619 7094 126206 | Coast. Electronics also lagged a bit, as to the carrier fleet.
%ggg ;igg ;ggg ;ﬁg ;ggg gg?gi some of its programs slowed. Even so, the Northrop is spending heavily to re-
2006|7184 7601 7600 8115 |30500 latter group’s new contracts rose 13% in purchase its stock. In the first half, $825
2007 |7850 8400 7850 8400 | 32500 the_ first half vs. the year before, and mllllon was spent to retire shares..But the
" Ship’s new contracts rose a remarkable impact on the number outstanding was
Cal- EARNINGS PER SHARE Full | 29006. A huge NG backlog and the contin- partly offset by the exercise of stock op-
endar |Mar.31 Jun.30 Sep.80 Dec3l| Year | ;o4 recovery of the Gulf shipyards give us tions in the period, which brought in pro-
2003 |38 55 60 56| 2091 confidence in further earnings gains for ceeds of $338 million. We expect the
%88‘; 8‘71 13% gg ;g %gg 2007. ] rebuying program to continue for years to
2006 | 102 112 113 118 | 445 The company was awarded $2.5 bil- come as the company continues to gener-
2007 | 110 120 120 130| 4go| lion for new LPD-17 type ships in ear- ate more “Cash Flow” than is needed for
UARTERLY DIVIDENDS PAID & ly June. The contract is for LPD-22 and operations.
Cg" Q . 5”” 23, plus long-lead items for LPD-24. In ad- This stock has wide appreciation
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| gitjnn we expect an order for a multi- potential through 2009-2011. The com-
2003 | .20 20 .20 20| 80| pjllion-dollar DDG 1000 (formerly the pany is a key producer of many important
2004 20 23 .23 231 .89) ppX), with further such orders likely in weapons programs that should permit a
%ggg %g gg gg 26| L01) the coming years. ) ) sharp increase in share earnings.
’ ’ ’ The E-2C Hawkeye program is coming Morton L. Siegel September 22, 2006

(A) Prim. egs. thru '96, then dil. Excl. nonrecur. | Next egs. rpt. due late Oct. (B) Dividends his- | $53.71/sh. (D) In millions, adjusted for stock
(exp.), gns.: '90, 74¢; '91, (24¢); '94, ($2.14); | torically paid mid-March, June, September, De- | split. (E) Depr. on accel. basis.

'96, 17¢; '98, (87¢); '99, (12¢); '00, (12¢); '01,
22¢; '02, ($2.69); '03, 23¢; '04, (2¢); '05, 33¢.
© 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.

cember = Div'd reinvest. plan available.
(C) Incl. intang. assets. In 2005: $18.7 hill.,

(F) Redeemable pfd. is treated as LT debt, and
its div'ds are incl. with interest expense.

Company’s Financial Strength B++
Stock’s Price Stability 90
Price Growth Persistence 50
Earnings Predictability 65

To subscribe call 1-800-833-0046.
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| RECENT PIE Trailing: 16.3 RELATIVE DIVD
OLD NAT'L BANCORP wseoe 5" 19.08[f 15.9 e &) e 0,910 4.6% Nl |
TMEUNESs 3 maessins | POV 37) 168) 70 523 03| 11| | B3| B2 %8| fBs| B3 Target Price Range
SAFETY 2 Lowered 122603 | LEGENDS
—— 15.0 x Earnings p sh
TECHNICAL 3 Raised9/15i06 |- Relaive Price Strengtn 80
- 3 for-2 split  5/99 60
BETA .70 (1.00 = Market) Options: No 50
2009-11 PROJECTIONS haded area indicates recession — 20
) Ann’| Total ""'”"‘
High Psnde (+Gsat|3r;/o; Fiestg/ron el 2%
RS L LT T LTI T ~ o LT
Low 20 (+5% (S — ol 1 o nm T FTITIA Ly i 20
Insider Decisions | s 'I i _‘L/ ! B s 15
ONDJFMAMJ| [ moes merres RS T N o
By 000010110 WOT A PRI RN 10
Optons 0 00000100 oo | 0t
to Sell 000O0O0O0OOO T Seecetastel % TOT. RETURN 8/06 =75
Institutional Decisions et THIS  VLARITH.
405 1Q2006  2Q2006 STOCK  INDEX
to Buy Q46 Q44 Q47 Roreent 3§ ! | T lyr.  -131 71 [
to Sell 34 37 34 | raded o 4+ 1 T A | P TV O 1 T 3yr. 54 494 [
Hds(0) 21784 25411 23164 oL 8 O OSSN T 10 0] R X! v o AR AR A Syr. 38 704
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
.60 71 82 .86 81 84 99 1.00 1.20 131 1.19 1.37 1.55 1.00 97 1.15 1.20 1.30 |Earnings per sh A 1.75
.28 .28 .30 31 34 .38 40 42 44 49 .53 .56 .63 .69 12 .76 .84 .88 | Div'ds Decl'd per sh Bs 1.00
5.30 5.39 5.88 6.35 6.51 7.02 173 8.23 8.58 8.16 8.54 9.03 | 1052 | 1024 | 10.15 9.61 9.30 9.60 |Book Value per sh 11.55
3736 | 37.95| 44.34| 4969 | 56.18 | 6097 | 59.34 | 57.95| 57.66 | 60.35 | 7331 | 70.82 | 70.40 | 69.90 | 69.29 | 67.65| 66.00 | 65.00 |Common Shs Outst'gC | 65.00
133 12.1 133 151 175 16.8 15.2 18.9 195 179 19.1 15.0 137 205 235 18.5 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
.99 a7 81 .89 115 112 .95 1.09 1.01 1.02 124 a7 .75 117 124 .98 Value|Line Relative P/E Ratio 1.00
35% | 3.3% | 27%| 24% | 24% | 27%| 26% | 22% | 19% | 21% | 23% | 27% | 30% | 33% | 32% | 36%| ="' |AvgAnnlIDivid Yield 3.8%
CAPITAL STRUCTURE as of 6/30/06 5366.6 | 5686.4 | 6166.0 | 6982.9 | 8767.7 | 90805 | 9612.6 | 9353.9 | 8898.3 | 8492.0 | 8350 | 8450 |Total Assets ($mill) 10000
3479.3 | 3756.0 | 4112.8 | 4780.9 | 62745 | 6058.6 | 5681.9 | 5465.5 | 4879.1 | 4814.9 | 4800 | 4950 |Loans ($mill) 6000
LT Debt $765.9 mill. Duein 5 Yrs $431.2 mill. 2038 | 2192 | 2149 | 2384 | 269.9 | 2913 | 2894 | 2720 | 250.8 | 219.2 220 230 |Net Interest Inc ($mill) 280
LT Interest $50.7 il 10| 270| 14| 115| 260| 287| 335| 850 | 24| 231| 180| 220 |LoanLossProvin $mil)| 350
Pension Assets-12/05 $53.7 mill. Oblig. $52.2 48| 471 546| 675] 1007 1130 [ 1420 | 1921 | 1822 1509 | 160 | 170 [NoninterestInc ($mill 200
mill. 1523 | 1544 | 1581 | 1856 | 2280 | 2451 | 257.8 | 299.7 | 3359 | 262.1 265 275 [Noninterest Exp ($mill) 300
60.2 60.7 717 827 874 99.0 | 109.6 704 67.6 78.6 80.0 85.0 | Net Profit ($mill) 115
Pfd Stock None 29.4% | 28.6% | 28.2% | 24.0% | 25.6% | 24.1% | 21.8% | 11.4% 9.5% | 16.3% | 17.5% | 18.0% |Income Tax Rate 20.0%
Common Stock 66.443.000 shs 1.12% | 1.07% | 1.16% | 1.18% | 1.00% | 1.09% | 1.14% | .75% 76% | .93% | .95% | 1.00% |Return on Total Assets | 1.15%
asof 78106 ' 746 | 1121] -~ | 6630 [ 913210500 | 13979 | 16241 | 13127 | 9549 | 750 [ 700 [Long-Term Debt (Smill) | 1100
MARKET CAP: $1.3 billion (Mid Cap) 4585 | 477.2| 4946 | 492.7 | 6263 | 639.2 | 740.7 | 7155 | 7032 | 6499 | 615 | 625 |Shr. Equity ($mill) 750
85% | 84% | 80% | 7.1% | 71% | 7.0% | 7.7% | 76% | 79% | 7.7% | 75% | 7.5% [Shr.Eq.to Total Assets | 7.5%
ASSETS($mill.) 2004 2005 6/30/06 | 64.8% | 66.1% | 66.7% | 68.5% | 71.6% | 66.7% | 59.1% | 58.4% | 54.8% | 56.7% | 57.5% | 58.5% |Loans to Tot Assets 60.0%
Loans 4879.1 48149 47754 | 131% | 12.7% | 145% | 16.8% | 14.0% | 155% | 14.8% | 9.8% 9.6% | 12.1% | 13.0% | 13.5% |Return on Shr. Equity 15.5%
Funds Sold 2gea3 1239 0 ITBOW | 76% | 94% | 106% | 7.8% | 9% | 89% | 3% | 25% | 41% | 40% | 50% |Retained to Com Eq 6.5%
Other Earning -- 33.1 4.9 39% | 40% 35% | 37% | 44% | 41% | 40% 69% 4% 66% | 70% 68% |All Div'ds to Net Prof 57%
Other 10437 1053.2 990.0 : : : - _
LIABILITIES($mill.) BUSINESS: Old National Bancorp is a regional bank holding com-  nonperforming assets & past due loans, 1.15% of loans & other real
Deposits 6414.3 6465.6 6205.4 | Ppany with 120 banking offices and 260 ATM machines primarily in  estate owned. As of 6/30/06, had 2,527 full-time equivalent employ-
Funds Borrowed 3474 302.8 591.4 | Indiana, llinois, & Kentucky. Loan portfolio breakdown as of ees. Officers & directors own 4.0% of common stock (Proxy, 3/06).
Long-Term Debt 1312.7 9549  765.9 | 6/30/06: commercial, 34%; commercial real estate, 30%; residential ~ Chairman: L.E. Dunigan. President & CEO: R.G. Jones. Inc.: IN.
Net Worth 7032 649.9 614.7 mortgage, 10%; consumer, 26%. Net loan losses, .60% of average  Address: 1 Main Street, Evansville, IN 47708. Telephone: 812-464-
Other 1207 1188 1291 loans in 2005. As of 6/30/06, loan loss reserve was 1.57% of loans; 1366. Internet: www.oldnational.com
Total 8898.3 8492.0 83065 i ’ : : : | Lom:
Loan Loss Resrv. 857 788 764 | Old National's turnaround will be a Prospects for fee income are also diffi-
ANNUAL RATES  Past Past Est'd’03-05| long-term endeavor. The company has cult. We don't expect the unusual items
of change (persh)  10Yrs. ~ 5Yis. 100911 | made a little headway, but still has some that added $5.4 million to fees in the
E‘;ﬁr’]‘;gs S%e A §0% | distance to go. We have lowered our share- March quarter to repeat. But an alliance
Dividends 75% 80%  55% net estimates for 2006 and 2007, each by a with SunTrust Mortgage should expand
Book Value 40% 35%  25% | nickel, reflecting the slow progress. Old’s product offerings and strengthen its
Total Assets 55% 25% 30% | Reversing the multiyear slide in net sales efforts. The bank is also reducing
Cal- LOANS ($ mill.) interest income remains a challenge. waivers of overdraft fees.
endar | Mar.31 Jun. 30 Sep.30 Dec.31 Old's loan balances declined in late 2005 Problem assets have hovered in the
2003 | 5556 5473 5487 5466 and early 2006 due to the sale of offices $55 million-$65 million range for the
2004 | 5451 5004 4985 4879 and credit line paydowns. Commercial past two years, while Old’s potential bad
2005 | 4854 4938 5011 4815 loan growth in the June quarter was part- credits have declined. The company’s area
2006 | 4733 4775 4785 4800 ly offset by an intentional runoff of com- is manufacturing-intensive and could be
2007 | 4800 4850 4900 4950 mercial real estate credits. Business loan hurt should economic activity slow further.
Cal- EARNINGS PER SHAREA Full | demand is influenced by economic activity, But thus far, credit costs have stayed low.
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | which may be moderating. And the growth Old National may have room to lower
2003 37 .39 .16 08 | 100 in assets that earn interest income may be its operating costs. Some acceleration in
2004 28 .16 .26 27 97| held back by continued reductions in in- net interest income and fees probably is
205 | 22 3 28 28| 115) vestment securities (which yield less than needed, however, to meaningfully reduce
2006 | 81 30 .29 30 | 120 Joans), from 31.2% of the asset mix in the the expense-to-revenue ratio (from 66%).
2007 | 31 32 33 34| 130] june quarter to 25%-30%. But the invest- The stock’s dividend yield is still com-
Cal- | QUARTERLYDIVIDENDSPAID B= | Ryl | ment securities runoff should help the net petitive with the yields offered by
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year | interest margin remain steady, as should many money market funds. But the is-
2002 | 147 147 164 164 62| reductions in high-cost borrowings and in sue doesn't stand out for the 3- to 5-year
2003 | 172 172 172 172 69 | the rates on certain deposits. A more fa- pull based on our slightly lowered and not
2004 | 181 181 181 181 .72 | vorable interest-rate scenario and deposit very well-defined 2009-2011 earnings
2005 [ .19 19 19 19 76 | initiatives might support a wider margin projections for the company.
2006 | 21 21 A and higher net interest income in 2007. Theresa Brophy September 22, 2006

(A) Based on diluted earnings per share. Ex-
cludes income (loss) from discontinued opera-
tions: 98, ($0.17); '99, $0.09; '05, ($0.22).
Excl. unusual gain (charges): '00

mid-March, -June, -September and -December.
, ($0.38); '01, | Plus stock dividends: 5% in '92, '93, '95, '96,
© 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.

($0.10); '02, $0.13. Next earnings report due |'97, '98, '99, '00, '01, .
late October. (B) Dividends historically paid in =Dividend reinvestment pIan available. ©) In
millions, adjusted for stock splits and dividends.

'02, '04, '05. | Company’s Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 35
Earnings Predictability 60

To subscribe call 1-800-833-0046.
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THIS VL ARITH.
STOCK INDEX

t

1yr. 6.6 7.1

1 TR 11 PR 3yr.  -149 49.4

5yr. 111 70.4

1990 | 1991 | 1992 1994

[
|II|I|III||
61997

2004 | 2005 2007 | ©VALUELINEPUB,, INC. | 09-11

455 | 491| 516 5.90

1.05

5.66
1.05
d.23

6.27
1.09
d.49

13.70
145
.05

14.15
1.60
d.15

17.15
1.95
d.10

1229 | 1334
128 | 135
d.11 .08

PIC Prem Earned p sh
Investment Inc p sh
Underwriting Inc p sh ©

1.07
18
8.31

124
21
9.21

11, 00 12. 48

2.05
59
19.00

2.10
63
20.45

2.65
.78
25.20

175 199
40 51
16.94 | 17.53

Earnings per sh A
Div'ds Decl'd per sh Ba
Book Value per sh

218.72

258.88 | 250.13 221.73 | 223.08

228.20 | 229.58 | 230.00 | 230.00 [Common Shs Outst'g € | 230.00

101%
9.1
54

32% 25% 8% 1.8%

117%
9.5
49

2.2%

137%
10.7
62
1.6%

149%
111
58
1.5%

93%
78
51

2.9%

9.7
53
2.1%

115%
11.0
15
2.7%

Price to Book Value
Avg Ann'l P/E Ratio
Relative P/E Ratio
Avg Ann'l Div'd Yield

114% | 114%
110 | 101
58 54
2.1% | 2.6%

Bold fig
Value]
estim|

res are
Line
jates

CAPITAL STRUCTURE as of 6/30/06
Total Debt $142.1 mill.
LT Debt $142.1 mill.

Pension Assets-12/05 $195.6 mill.

Oblig. $23
Pfd Stock None
Common Stock 230,026,330 shs.

MARKET CAP: $4.9 billion (Mid Cap)

Duein 5 Yrs $142.
LT Interest $9.0 mill.

(3% of Cap'l)
Leases, Uncapitalized Annual rentals $35.0 mill.

1 mill.

0.9 mill.

1360.4
55.3%
51.0%
-6.2%

1464.6
53.8%
50.2%
-4.0%

1568.1
49.9%
57.9%
-1.8%

15503
49.0%
55.6%
-4.6%

1786.8
48.2%
55.4%
-3.6%

21354
45.7%
56.8%
-24%

2582.1
42.5%
57.5%

3150
48.5%
52.0%

-5%

3250
49.5%
52.0%
-1.5%

3950
48.0%
52.5%

-5%

PIC Premiums Earned
Loss to Prem Earned P
Expense to Prem Writ P
Underwriting Margin

2804.8 | 3062.3
46.5% | 47.7%
54.3% | 51.7%

-9% 6%

32.3%
4412

3L7%
346.9

29.8%
383.8

3L.7%
234.8

32.3%
283.9

31.3%
3237

30.7%
297.5

30.0%
475

30.0%
490

32.0%
615

Income Tax Rate
Net Profit ($mill)

33.0% | 25.8%
4041 | 463.2

6.3% | 62% | 6.1% 59% | 53% | 47% | 44%

42% | 41% | 45% | 5.0% |InvInc/Total Inv 5.5%

6656
1920.6

6923
2153.2

7020
2305.4

7281
2438.7

7920
2784.0

8715
3155.8

9712
3553.6

12300
4365

13000
4700

15300
5800

10571 | 11543
3865.6 | 4024.0

Total Assets ($mill)
Shr. Equity ($mill)

12.2% | 13.2% | 14.0% 12.2% | 12.5% | 12.2% | 12.6%

10.5% | 11.5% | 11.0% | 10.5% [Return on Shr. Equity 10.5%

FINANCIAL POSITION 2004 2005
(SMILL)

6877.4
552.4
41134

Bonds
Stocks
Other

6/30/06

6238.7
599.3
4814.5

10570.8

903.1
4403.5

11543.2
1039.3
4939.8
1540.0

Total Assets

Unearned Prems
Reserves
Other 1398.5

11652.5

1070.8
5134.1
1317.0

Total Liab'ties 6705.1 7519.1

7521.9

10.1% | 11.0% | 11.7% 9.5% | 9.9% | 9.8% | 6.9%
19% | 16% | 16% 2% | 20% | 20% | 18%

81% | 86% | 80% | 7.5% |RetainedtoCom Eq 7.5%
23% | 25% | 29% | 30% |All Div'ds to Net Prof 29%

BUSINESS: Old Republic International Corp. is a multiple lines in-
surance holding company. Its subsidiaries market, underwrite, and
manage a wide range of specialty and general insurance programs
in the property and liability, mortgage guaranty, title, and life and
disability insurance fields. Mix of premiums earned as of 12/31/05:
general insurance, 59%; title insurance, 25%; mortgage insurance,

14%; life insurance, 2%. The company has approximately 6,525
employees. Officers and directors own 3.1% of common stock;
Franklin Mutual Advisors, 7.5% (4/06 proxy). Chairman, President
& Chief Executive Officer: A.C. Zucaro. Incorporated: Delaware.
Address: 307 North Michigan Avenue, Chicago, IL 60601-5382.
Telephone: 312-346-8100. Internet: www.oldrepublic.com.

ANNUAL RATES Past

of change (persh) 10 Yrs.

Premium Inc 8.0%
Invest Income 2.0%
Earnings 10.5%
Dividends 145% 11.0%
Book Value 10.0% 11.0%

5Yrs.

13.0%
2.0%

10.5%

to

1

Past Est'd '03-'05

'09-11
5.5%
7.0%
5.5%
1.0%
7.0%

NET PREMIUMS EARNED ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

5839 6212 6728 7042
660.7 691.0 7175 7356
7171 7617 7721 8114
7844 7816 789 795
790 805 815 840

2582.1
2804.8
3062.3
3150
3250

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

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

48 .50 51 46
42 .50 46 37
A7 51 51 .50
49 52 52 52
.50 52 53 .55

1.95
1.75
1.99
2.05
2.10

QUARTERLY DIVIDENDS PAID B=
Mar.31 Jun.30 Sep.30 Dec.31

Cal-
endar

2002
2003
2004
2005
2006

.08 086 .086 .086
086 .09 09 .09
09 104 104 104
104 136 136 136
14 15 15

We've clipped $0.05 off our 2006 share-
net estimate for Old Republic, as the
operating environment appears to be slow-
ing more rapidly than we previously
anticipated. We also cut our 2007 call by
$0.10 to a level we think is more realistic.

Pricing competition should lead to a
moderate showing within the General
Insurance segment. Undoubtedly, ORI’s
largest segment has been benefiting from
rate increases and tighter risk-selection
standards applied in prior periods, as well
as from geographic expansion. But pricing
levels are weakening. This, coupled with
other competitive pressures, will likely
make it more difficult for new business to
be acquired. Premium growth here may
well be at the low end of the guided range
of 6%-9% for 2006. On the upside, relative-
ly stable claim and expense trends should
keep the combined ratio healthy, in the
low 90% range. Modest premium growth
and an uptick in the loss ratio will likely
temper segment profit advances next year.
As we expected, the slowdown within
the Mortgage Guaranty and Title In-
surance divisions is becoming more
pronounced, largely due to a cooling

housing market. Rising interest rates
have led to a decrease in home purchases
and mortgage refinancings. This, in turn,
has translated into lower mortgage origi-
nations and a decline in bulk business,
restraining premium growth in the MG
unit. Higher paid claims, meanwhile, have
bumped up the combined ratio there.
Weaker underwriting results are in store
for the MG unit going forward, as the loss
ratio is likely to rise over the next several
months due to greater claim frequency,
which ORI anticipates. Meanwhile, the TI
division is being hurt by declining title or-
ders, particularly in the western region of
the U.S., which makes up a sizable portion
of ORI’s title book. Consequently, this is
squeezing underwriting margins there.
And since there is virtually no more room
left for improvement on the expense side,
performance in the TI unit will probably
remain poor into 2007. A more stable P/C
insurance environment and housing mar-
ket support the modest profit advances we
envision over the 3- to 5-year span.

All told, a well-covered dividend gives
this untimely stock some appeal.

J. Susan Ferrara September 22, 2006

(A) Prim. egs. thru '96, then dil. Incl. cap.
gains: '93, 11¢; '94, 2¢; '95, 14¢; '96, 3¢; '97,
6¢; '98, 13¢; '99, 8¢; '00, 10¢; '01, 7¢. Excl.
cap. gains: ‘02, 4¢; '03, 6¢; '04, 14¢; '05, 18¢;
© 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.

1H'06 4¢. Excl. n.r. gain: '97, 6¢; '05, 20¢. Qtly. | 12/03, $.534; 12/05, $0.80. =Div'd reinv. plan
egs. may not add due to round’g. Next egs. rpt.
due late Oct. (B) Div'd historically paid mid- | Based on prems. earned only. Incl. title & other
Mar., June, Sept., and Dec. Excl. special div'd:

avail. (C) In mill.,

fees expenses.

Company’s Financial Strength B++
adj. for stk. div./spl. (D) | Stock’s Price Stability 85
Price Growth Persistence 55
Earnings Predictability 80

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 6.0% 10.5% 6.5%
“Cash Flow” 19.5% 33.0% 4.5%
Earnings --  57.0% 2.5%
Dividends 15%  25% 12.5%
Book Value 50% 125% 14.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 |1269 1262 901 1109 | 4541
2004 | 1941 1642 1720 2805 | 810.8
2005 | 2754 2384 2032 2833 (1000.3
2006 |291.0 2308 250 298.2 (1070
2007 |290 230 180 210 910
Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | 128 120 40 .66 354
2004 | 198 115 174 339 8.27
2005 | 418 289 182 288 | 1177
2006 | 332 152 240 251 9.75
2007 | 250 150 120 140 6.60
Cal- QUARTERLY DIVIDENDS PAID & Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 | .15 15 15 15 .60
2003 | .15 15 A75 175 .65
2004 | 175 175 175 175 70
2005 | 175 175 175 175 .70
2006 | 175 .25 25

RECENT 66 22 7 4 Trailing: 6.9')|RELATIVE 0 43 DIVD l 50/
. NYSE-0sG PRICE . RATIO Median: NMF / | PIE RATIO YLD 070
; High: 23.9 20.6 26.4 22.9 17.5 314 375 24.8 36.0 66.0 68.2 70.5 i
TMELNESS 3 maomaos | L 53) 2081 34 33| 102| 38| %s| h8| 30| £ %5 X8 Tzzgggt 2828 R;Sff
SAFETY 3 New7l27io0 LEGENDS
—— 7.0 x "Cash Flow" p sh 200
TECHNICAL 2. Lowered /8106 - Relative Price Strength
Options: Yes 160
BETA 1.10 (1.00 = Market) haded area indicates recession
2009-11 PROJECTIONS SR S N B L L L L Lt felldd 100
. ~ Ann'l Total N 0
Price  Gain Return A N CEEEEE B
High 110 ((+65%3 15% Hbtg ey L 60
low 75 (+15%) 5% |||I fshyae] 50
Insider Decisions } 40
ONDJFMAMIEp | N !"” 30
toBly 000000000 |, 0 aifk |E . I
Optiol?s 000000000O |,, ., .||.-.n” it Ml\ls.l.'llll' i | | I\i/“ i|-| . |20
oSl 018200007 j ST ah SN % TOT. RETURN 7
Institutional Decisions /9.':..-., }"Ll IL T .om._.. i J .,o. %) 010 THIS v VLAé(I)TGH.
302005 4Q205  1Q206 | pereent 21 : o - oo STOCK  INDEX
to Buy 107 108 96 | shares 14 ' | DEMIDC D mm 1yr. 5.3 3.0
to Sell 109 105 105 | traded 7 e T 3yr. 2069 523 [
Hd's(00) 28750 28328 28230 O OO Y S ot AT FOTINY] FPTELL T T RONET |||II|IIIII [ Syr. 1813 592
1990 1991|1992 | 1993 | 1994 | 1995 | 1996 2001 | 2002 2004 | 2005 | 2006 [ 2007 | ©VALUELINEPUB., INC. | 09-11
1210 | 1271 1135| 1191| 10.06 | 11.43| 1258 | 13.07 | 1118 | 1041 | 1372 | 1369 | 863 12.65 20.58 | 2536 | 27.10 | 23.35 |Revenues per sh 28.40
337 337 213| 243| 149| 159| 203| 264| 217 | 187| 373 | 487 | 249 | 596 | 1076 | 1564 | 13.30 | 10.40 |“Cash Flow" per sh 13.90
163 | 167 40 64| di17| d24 07 52 23 15| 210 | 280 20| 354 | 827 | 1177| 975 6.60 |Earnings persh A 9.20
50 55 60 60 60 60 60 60 60 .60 60 60 60 65 70 .70 93 | 100 |Div'ds Decl'd per sh B 1.40
18| 180 249| 500| 4.04| 541 417| 248 52| 521 | 314| 327 | 443 242 151 56 .75 | 2.55 |Cap'l Spending per sh 4,05
2140 | 23.05| 2333| 2350| 2236 | 21.66| 2123 | 21.19| 1935 | 19.63 | 2201 | 23.73 | 22.76 | 2554 | 36.20 | 47.56 | 56.35 | 62.70 |Book Value per sh 80.00
3304 | 3299| 3268| 3270 | 3621 | 36.23| 3624 | 36.79 | 3656 | 33.67 | 34.08 | 34.28 | 3445 | 3591 | 39.40 | 3945 | 3950 | 39.00 |Common Shs Outst'g © | 37.00
123 114| 415 295 -- --| NMF| 402 [ NMF| NMF| 110 95 | NMF 6.4 54 4.9 | Bold figyres are |Avg Ann'| P/E Ratio 10.0
91 73 2.52 1.74 -- --|  NMF 232 | NMF | NMF 72 49 | NMF .36 29 .26 Value|Line Relative P/E Ratio .65
25% | 2.9% | 3.6% | 32% | 2.8% | 29% | 34% | 29% | 3.2% | 44% | 26% | 22% | 30% | 29% | 16% | 12% | ="' |Avg Ann'l Divid Yield 1.5%
CAPITAL STRUCTURE as of 6/30/06 455.9 | 481.1 | 4088 | 3506 | 467.6 | 469.3 | 297.3 | 4541 | 810.8 | 1000.3 | 1070 910 |Revenues ($mill) 1050
Total Debt $796.4 mill. Due in 5 Yrs $26.2 mill 25.8% | 29.8% | 26.5% | 23.2% | 40.5% | 45.0% | 41.7% | 61.9% | 69.5% | 58.4% | 49.0% | 48.0% |Operating Margin 51.0%
otal Del .4 mill. uein s 2 mill. v n
LT Debt $7702 mill. LT Interest $60.5 mill. 7;.0 79| 708 57.2 5;.2 69.2 78.9 20.0 12(3); 122.2 1;10 225 Deprec?tlon (‘?|m|“) 175
Incl. $38.1 mill. capitalized leases. .5 19.0 85 5. 72.0 97. 6.9 123.8 323. 464. 3 5 0 Net Profit ($m| ) 340
(Long term interest earned: 7.1x) 26.3% | 32.8% - -- | 352% | 33.3% | 58.4% | 26.4% | 32.7% -- Nil Nil |Income Tax Rate Nil
. _ (27%of Cap'l) 5% | 40% | 2.1% | 15% | 154% | 20.7% | 2.3% | 27.3% | 39.9% | 46.5% | 36.0% | 28.6% |Net Profit Margin 32.4%
Pension Assets-12/05 $20.9 mill. 1023 994 | 429| 758| 882 | 611 772 432 | 4449 2527 | 215 30.0 |Working Cap'l ($mill) 215
gg'gfé'é’k”;fr}go mil. 10935 | 1056.3 | 8339 | 827.4 | 8365 | 854.9 | 9850 | 787.6 | 9062 | 965.7| 850 | 875 |Long-Term Debt ($mil) | 1150
7694 | 7798 | 707.6 | 6611 | 750.2 | 8134 | 784.1 | 917.1 | 1426.4 | 1876.0 | 2225 | 2445 |Shr. Equity ($mill) 2960
Common Stock 39,538,291 shs. 21% | 31% | 27% | 22% | 65% | 7.4% | 2.0% | 9.1% | 155% | 18.0% | 13.5% | 9.0% |Return on Total Cap'l 9.5%
as of 8/4/06 . , 3% | 24% | 1.2% 8% | 9.6% | 11.9% 9% | 135% | 22.7% | 24.8% | 17.5% | 10.5% |Return on Shr. Equity 11.5%
MARKET CAP: $2.6 billion (Mid Cap) NMF | NMF| NMF | NMF | 69% | 94% | NMF | 11.0% | 20.8% | 23.3% | 155% | 9.0% |Retained to Com Eq 9.5%
CUR$I?\4I|ELI\ET POSITION 2004 2005  6/30/06 NMF | 115% [ NMF | NMF 28% 21% | NMF 18% 9% 6% 10% 15% |All Div'ds to Net Prof 15%
Cash Assets 479.2 188.6  177.3 | BUSINESS: Overseas Shipholding Group, Inc. is a major shipping '08; 10 Jones Act product carriers for '06-'10. Established Aframax
Receivables 1442 1573 1245 | company with a fleet of 89 ships totaling 11.4 million deadweight pool with PDV Marina in '96; Tankers International in '00. Aquired
8ther A 642152 Sgig 3222 tons as of 12/31/05. Tonnage under foreign flag about 96.6%. Stelmar 1/05. Has 3,337 employees. Officers and directors own
Aurrer:)t ssbelts 4' 1 '2 12 | Tankers and petroleum product carriers account for 97.2% of total  12.0% of common; Archer Daniels Midland, 12.9% (5/06 proxy).
Dté%ttsDueg/a e 25'8 881 Zgg tonnage. Four jointly-owned Ultra Large tankers delivered July '04.  Inc.: DE. Pres. and CEO: Morten Arntzen. Address: 666 Third Ave.,
Other 171.7 6.9 .| Has four jointly-owned LNG tankers on order for delivery in '07 and  New York, NY 10017. Tel.: 212-953-4100. Web: www.osg.com.
Current Liab. 200.7 1322 154.0

Tanker rates are holding firm, much
to the joy of Overseas Shipholding.
Crude oil and petroleum product freight
rates took their normal dip in the recent
second quarter. That seasonal pattern
normally extends into the third quarter,
but not this year. Rates actually rose in
July and August. The market was shaken
by an outbreak of hostilities in the Middle
East, a partial shutdown in flows from
Prudhoe Bay, and continued strong
demand in China and other developing in-
dustrial economies. Even though Israel
and Lebanon are not sources of oil, the
fear was that the conflict would spread.
This caused some companies and nations
to store crude on floating vessels, effective-
ly reducing shipping capacity. And the
Prudhoe Bay outage is not as bad as it
first appeared, but the news alone shows
just how cloudy the supply and demand
picture is. OSG, by the way, has an excel-
lent relationship with BP, and would prob-
ably be the go-to company, should BP shift
more crude exports from Alaska to
oceangoing vessels. That highlights OSG’s
strategy of expanding its Jone’s Act
(domestic-only operations) fleet.

We think the party may be short-
lived, however. The world tanker fleet
has increased by nearly 4% since the start
of this year. And the current orderbook
represents over 37% of the existing global
capacity. The product carrier orderbook
stands at over 45%. So, even taking into
consideration that many older vessels will
be forced out of service because of stricter
regulations, vessel capacity will likely
grow substantially next year. That should
pressure freight rates.

The company is aggressively explor-
ing alternative-fuel businesses. OSG
has ordered four liquefied natural gas car-
riers for delivery from the third quarter of
2007 through early 2008. These vessels
have already secured employment. The
company has also entered into a partner-
ship with TransCanada to move large
quantities of compressed natural gas on
OSG-owned and operated vessels from
stranded gas fields throughout the world.
The shares are up nearly 30% since
our last report in June. Appreciation
potential to 2009-2011 is now unexciting,
in our view.

Craig Sirois September 8, 2006

(A) Based on diluted shares. Incl. net gains

(loss) on ship and security sales in '93, 24¢;
'94, 13¢; '95, 5¢; '96, 48¢; '97, 56¢; '98, 38¢;

'00, 9¢; '01, 19¢; '02, (4¢); '03, 5¢; '04, 63¢;

'05, $1.40; '06, 1¢. Excl. net nonrecurring gains | change in shares out. Next earnings report due
late October. (B) Dividends historically paid

(losses) '92, 9¢; '93, (9¢); '98, ($1.26); '99,
early March, late May, August, and November.

26¢;

'06 (8¢). 2004 quarterlies don’t sum due to
© 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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'00, 53¢; '01, 20¢; '02, (71¢); '04, $1.95;
(C) In millions.

Company’s Financial Strength B+
Stock’s Price Stability 65
Price Growth Persistence 85
Earnings Predictability 25
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ANNUAL RATES  Past

Past Est'd '02-'04

of change (persh) 10 Yrs. 5Yrs.  t0o'09-11
Sales 75% 35%  6.5%
“Cash Flow” 7.5% 75% 10.5%
Earnings 8.5% 14.5% 9.0%
Dividends 10.0% 12.5% 14.5%
Book Value 85% 15.0% 13.0%
Cal- QUARTERLY SALES ($ mill.) & Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 1018 1054 1063 1108 (4244
2004 [1106 1119 1134 1165  [4525
2005 {1194 1211 1202 1215 (4822
2006 {1262 1300 1275 1298 [5135
2007 [1335 1380 1350 1380  [5445
Cal- EARNINGS PER SHAREA Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 .35 37 .34 .36 142
2004 37 .39 .38 .39 153
2005 40 40 42 44 1.66
2006 40 43 A4 45 1.72
2007 A7 49 49 .50 1.95
Cal- QUARTERLY DIVIDENDS PAID B= Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 | .07 .08 .08 .08 31
2003 | .08 .09 .09 .09 .35
2004 | 11 A1 A1 A1 A4
2005 | .13 13 13 13 .52
2006 | .15 15

OWENS & MlNOR |NC RECENT 30 62 PIE 17 1(Trai|jng: 17.9') [RELATIVE l 02 DIVD 2 00/
' . NYSE-omi PRICE . RATIO . Median: 17.0 /| PIERATIO L. YLD U
meuness 4 o | 90T 3581 51T 36T 358T 78] 6] B3] B8] B8 i) w8 8 Taget e ange
SAFETY 3 New7l27io0 LEGENDS
—— 10.0 x "Cash Flow” p sh
TECHNICAL 3 Lowered 711406 | ;- - Relaive Price Sirengin 80
- 3-for-2 split  3/93 60
BETA .90 (1.00 = Market) gf?i;ﬁss%s 6/94 £0
2009-11 PROJECTIONS haded area indicates recession | [ [ | L | 0 0 0 @  |=====q===-- 40
. ~ Ann'l Total |
~ Price Gain  Return T 30
High 45 (+45%; 12% | — “'i L — 25
Low 30 (Nil 2%  [omeatecene I et i — 20
Insider Decisions ||,,|.Ig”I 'I”I'I 0 i | -y /‘hTi‘I‘f T il 15
S S N T 9 R L R O L o
Options 0 1004 5000| \ T T L e °
e D9 5 8 9 0 01 T e [ %TOT.RETURN 7/06 |~
Institutional Decisions sy THIS  VLARITH.
32005 4Q2005 102006 | percent 15 1y STg%K lNgEg
bel & i gg|Shaes 10 N RN 0 PO T P 8 1Y T T T 1 B sy, 279 523 [
HUS(000) 34745 34779 35176 PP LT 1 T O P e Syr. 803  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
4291 | 3533| 4005| 4591 | 77.88| 96.45| 9462 | 96.76 | 94.49 | 97.41 | 10559 | 11259 | 116.08 | 108.88 | 114.50 | 122.02 | 126.80 | 132.80 |Sales per sh 152.00
49 54 72 86| 112 30 g5 114 132| 143 | 165| 177 | 191 | 178 191 | 217| 235| 265 |“CashFlow” persh 3.25
31 33 52 60 72| d20 25 60 75 80 941 103| 130 | 142 153 | 166| 172 195 |Earnings persh A 2.40
.08 .09 11 14 17 18 18 18 20 23 .25 27 31 35 A4 52 60 .68 |Div'ds Decl'd per sh B 112
17 20 17 21 22 69 A1 37 39 .68 59 50 29 45 46 86 50 .55 |Cap'l Spending per sh .70
299 | 334| 397| 450| 459| 390| 399| 448| 494 | 558| 641 | 6.97 | 796 | 1053 | 11.65| 12.96 | 13.85| 14.90 |Book Value per sh © 18.00
2842 | 29.08| 2939| 3043 | 30.76| 30.86| 3191 | 3221 | 3262 | 3271 | 3318 | 3389 | 3411 | 38.98 | 39.52 | 39.52 | 4050 | 41.00 |Common Shs Outst'g O | 42.50
121 212| 163| 202| 215 - 451 216 194 139 | 143| 175| 133 | 145| 166| 174 Boid figjresare |AvgAnn'l PIERatio 15.0
90| 135 99 119 141 - 282 | 125( 101 79 93 90 73 83 88 92| ValuelLine Relative P/E Ratio 1.00
20% | 1.3%| 1.3% | 12% | 1.1% | 14% | 16% | 14% | 14% | 21% | 18% | 15% | 18% | 17% | 17% | 18% | ="' |AvgAnn'IDivid Yield 2.9%
CAPITAL STRUCTURE as of 6/30/06 3019.0 | 3116.8 | 3082.1 | 3186.4 | 3503.6 | 3815.0 | 3959.8 | 4244.1 | 4525.1 | 4822.4 | 5135 | 5445 |Sales ($mill) 6460
Total Debt $197.7 mill. Duein5Yrs Nil 21% | 26% | 28% | 29% | 31% | 29% | 2.9% | 27% | 2.7% | 29% | 3.0% | 3.0% |Operating Margin 3.5%
(LJTDirftbfeﬁrlr?gjé"i')'(-) LT Interest %130/‘332"('361 o | B 17| B3| 194 25| 25| 19| 17| 149] 193] 250 290 Depreciation (Smil) 380
' o P 130 243| 268 | 274 | 331| 374 493 | 536 | 605| 666| 70.0| 80.0 NetProfit ($mill) 100
Leases, Uncapitalized Annual rentals $28 mill. 439% | 42.0% | 41.8% | 44.2% | 45.0% | 53.4% | 38.6% | 38.9% | 38.0% | 39.0% | 39.5% | 39.0% |Income Tax Rate 39.5%
A% 8% 9% 9% 9% | 10% | 12% | 13% | 13% | 14% | 14% | 1.5% |Net Profit Margin 1.6%
Pension Assets-12/05 $23.5 mill. 1930 | 2338 | 2352 | 2195 | 2336 | 311.8 | 385.1 | 3858 | 4340 | 4057 | 460 | 520 |Working Cap'l ($mill) 705
Pfd Stock None 167.5 | 182.6 | 2682.0 | 306.6 | 284.9 | 3354 | 3653 | 2095 | 207.5| 2044 | 200 | 200 |Long-Term Debt ($mill) 200
2424 | 2593 | 1611 | 1824 | 2128 | 2362 | 2714 | 4104 | 4603 | 5120 560 610 | Shr. Equity ($mill) 765
Common Stock 40,180,897 shs. 6.0% | 75% | 85% | 75% | 8.6% | 7.7% | 86% | 94% | 10.0% | 10.1% | 10.0% | 10.5% |Return on Total Cap'l 11.0%
as of 7/31/06 5.3% | 9.4% | 16.6% | 15.0% | 15.6% | 15.8% | 18.1% | 13.1% | 13.1% | 13.0% | 12.5% | 13.0% |Return on Shr. Equity 13.0%
MARKET CAP: $1.2 billion (Mid Cap) 16% | 9.3% | 10.9% | 10.9% | 11.7% | 11.9% | 14.3% | 10.0% | 9.4% | 9.0% | 8.0% | 8.5% |Retained to Com Eq 7.0%
CUR$I?\4I|ELI\|{T POSITION 2004 2005  6/30/06 84% 45% 35% 2% 25% 25% 21% 24% 29% 31% 35% 35% |All Div'ds to Net Prof 48%
Cash Assets 55.8 71.9 74.1 | BUSINESS: Owens & Minor, Inc. distributes about 150,000 brand '91. Depreciation rate in 2005: 15.7%. Has 3,700 employees;
Receivables 3446 3531 377.3 | name medical and surgical supplies from 41 warehouses to acute 11,800 stockholders. Barclay’s Global Investors owns 7.5% ; Wel-
Ion%eenrtory (LIFO) 4221 4383 4;3% care hospitals and hospital-based systems nationwide (approxi- lington Mgmt., 7.5%; T. Rowe Price, 6.9%; Vanguard, 5.5%;
Current Assets 864:5 894:6 953:7 mate!y 4,000 customers). Deals mainly with acute care hospi_tals Off./Dir., 4.3% (3/06 proxy). Chairman: G.G. Minor Ill. CEO: Craig
Accts Payable 336.3 387.8 4435 and mtegrated healthcare ngtworks (90% of '05 sales). Acqulred Smith. Inc.: V.A. Add.: 9120 Lockwood Blvd., Meghanlcsmlle, V.A.
Debt Dué - o _- | Stuart Medical in 5/94; Medix, 7/99. Wholesale drug div. discont. ~23116. Tel.: 804-723-7000. Internet: www.owens-minor.com.
85;;2“‘ Liab. 423:5 igé:; sgg:g Owens & Minor announced a large ac- our earnings estimate to $2.00 in 2007.

quisition. It is purchasing McKesson's
acute-care unit for $170 million in cash.
We estimate the division generates about
$800 million in sales and a modest operat-
ing profit. The company expects the trans-
action will penalize OMI's net income by
$10 million - $15 million on a pretax basis
for the first six months following the close,
which should occur during the fourth
quarter. We believe about half of this
amount will be related to interest costs, as
the company expects to purchase this busi-
ness through both cash on hand and utiliz-
ing its revolving credit facility. The re-
mainder would be related to the cost of in-
tegrating the acquisition (training, travel,
etc.). We expect the deal to hurt earnings
by about $0.20 on a net basis for the first
six months following the close, but it
should become accretive thereafter. Should
the transaction close in early October, we
believe the McKesson unit would add
$0.04-$0.05 to the bottom line in 2007. In-
vestors should note that the impact of this
investment will not be included in our es-
timates until consummated. That said, it
is starting to look like McKesson will drive

Access Diabetic Supply is recovering
from its growing pains, but we are
still disappointed. The core distribution
business sees gradual pricing pressure,
and strategic actions must be taken to in-
crease corporate margins. We believed Ac-
cess would be that driver, but recent re-
sults have dampened our expectations. It
appears that salespeople were added over
the past few months. However, whether
the increased hiring is finished for the
near term is not clear. In any case, we
remain cautious with our assumptions for
Access over the next few quarters.

Shares of Owens & Minor are ranked
Below Average (4) for Timeliness. The
acquisition of McKesson's distribution
business is a positive, but will only boost
earnings growth through 2007. We think
this benefit is already reflected in the
share price. Looking to the long term, we
are anticipating that the company will
look to Access for growth. Considering our
declining expectations for that business,
we believe upside potential is limited
through 2009-2011.

Greg McGowan September 1, 2006

(A) Primary thru '96, then diluted. Excl. non-

rec.: '91, 8¢; '92, 17¢; '93, 5¢; '94,

(33¢); 98, (20¢); '99, 2¢; 01, (18¢); '02, (5¢);
'03, (6¢); '05, (5¢); '06, (17¢). Excludes ex-

(57¢); '95,

traordinary items: '01, (17¢); '02, 1¢. Next
earnings rpt. due mid-Oct.

(B) Divs. historically paid late March, June,
Sept., Dec. = 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.

lion, $6.54/share.

(C) Incl. intangibles; as of 12/31/05: $261.0 mil-

(D) In millions, adjusted for stock splits.
(E) Quarterly sales may not sum.

Company’s Financial Strength B+
Stock’s Price Stability 80
Price Growth Persistence 85
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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BETA 1.05 (1.00 = Market) haded area indicates recession 28
2009-1TPROJECTIONS. | [ [ [ T [ [ [ e 20
. ~ Ann'l Total e 30

Low 30 E*'ZO%; 7% | .'-'II I.I'I'III (RS '|'. [TRRTTLLL Illillll ||I441|r [y iull S - 20
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SONDJFMAM \/ LT S

By 0000000O0O LA B 10
Options 1 1 0020210 o * TCeegleests,

Sl 120030310 % TOT. RETURN 7106 >
Institutional Decisions THIS  VLARITH.

302005 4Q05 Q2006 | percent 12 Ly Slockoex

bel e 130 Iay|Shares 8 i R 3y 22 523

HIUs(000) 110225 114094 116745 L T T T T T Sy 197  59.2

19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

487 5.62 5.93 5.92 6.08 7.19 8.35 8.34 8.68 9.23 994 | 1009 | 1051 | 1291 | 1397 | 1530 | 15.85| 16.40 |Sales persh A 21.15
.80 .96 1.08 113 118 141 1.67 1.52 143 .94 171 1.55 1.20 181 1.90 1.86 1.35 2.30 |“Cash Flow" per sh 2.75
57 .69 a7 83 .38 1.04 121 1.03 92 A1 118 .95 .59 1.16 120 112 1.30 1.45 |Earnings per sh B 1.80
19 21 .26 29 .36 42 47 54 56 .60 .66 .68 52 .36 .36 40 44 .48 |Div'ds Decl'd per sh C= .62
71 .50 49 54 64 58 12 .70 68 .57 .54 .64 57 50 48 .69 .60 .70 [Cap'l Spending per sh .85
381 418 472 4.68 5.09 5.70 6.37 6.47 6.11 5.88 6.18 6.29 6.67 748 8.32 9.17 | 10.10 | 11.05 |Book Value per sh 13.90

115.95 | 116.84 | 115.61 | 116.06 | 115.32 | 114.43 | 114.98 | 127.40 | 125.33 | 124.21 | 123.12 | 122.38 | 122.84 | 124.98 | 126.74 | 124.34 | 124.00 | 123.00 |Common Shs Outst'g © | 120.00

19.7 20.0 253 235 20.1 19.1 20.7 237 231 52.7 18.1 234 36.5 16.1 20.3 24.1 215 Avg Ann’l PJE Ratio 210
1.46 1.28 1.53 1.39 1.32 1.28 1.30 1.37 1.20 3.00 118 1.20 1.99 92 1.07 127 1.15 Relative P/E Ratio 1.30
17% | 15%| 13% | 15% | 20% | 21% | 19% | 22% | 26% | 28% | 31% | 31% | 24% | 19% 15% | 15% | 1.6% Avg Ann’l Div'd Yield 1.6%

CAPITAL STRUCTURE as of 4/30/06 960.4 | 1062.0 | 1087.3 | 1147.1 | 1224.1 | 1235.4 | 1290.8 | 1613.6 | 1770.7 | 1902.2 | 1965 | 2015 |Sales ($mill) A 2415
Total Debt $517.9 mill. Due in 5 Yrs $29.1 mill. 265% | 21.3% | 20.8% | 17.6% | 26.6% | 25.2% | 20.9% | 185% | 18.0% | 16.1% | 17.5% | 18.0% |Operating Margin 18.0%
hlﬁggg‘iggégm"i‘l”gn Caﬁ{&‘gﬁiﬁé? mil. 531| 628| 646 649| 634| 7.5| 740| 829 | 889| 909| 950| 103 |Depreciation (mil) 115
(Total imeres'tcove,age:‘gﬁx) 1385 | 131.1| 1148 | 515 | 1466 | 1180 | 732 | 1438 | 1516 | 1408 | 160 | 180 |Net Profit ($mill) 215

(28% of Cap'l) | 30.0% | 28.0% | 29.1% | 12.6% | 22.2% | 21.5% | 26.7% | 22.1% | 23.4% | 22.2% | 25.0% | 25.5% (Income Tax Rate 24.0%

Pension Assets 12/05 $2.3 mil. Oblig. $4.1 mil. 14.4% | 12.3% | 10.6% | 45% | 12.0% | 9.6% | 57% | 89% 86% | 7.4% | 81% | 8.9% |Net Profit Margin 8.3%

. ) 2510 | 305.6 | 2084 | 1859 | 3155 | 4631 | 4778 | 5169 | 651.0 | 7033 700 650 |Working Cap’l ($mill) 700

Leases, Uncapitalized Annual rentals $23.2 mill 47| 621 1115| 1168 | 2239 | 3501 | 619.7 | 489.9 | 4887 | 5102| 480| 450 |Long-Term Debt ($mill) | 500
Pid Stock None 7323 | 8248 | 7656 | 7307 | 7613 | 7700 | 819.7 | 9345 | 10544 | 11400 | 1260 | 1380 |Shr. Equity ($mill) 1670
Common Stock 125,562,782 shs. 18.0% | 15.0% | 13.4% | 6.4% | 15.2% | 11.2% | 5.6% | 11.0% | 10.7% | 9.4% | 10.0% | 10.0% |Return on Total Cap'l 9.5%
as of 5/19/06 18.9% | 15.9% | 15.0% | 7.0% | 19.3% | 153% | 8.9% | 154% | 14.4% | 12.4% | 12.5% | 13.0% |Return on Shr. Equity 13.0%
MARKET CAP: $3.2 billion (Mid Cap.) 118% | 62% | 7.6% | NMF | 87% | 47% | NMF | 10.6% | 10.1% | 82% | 85% | 9.0% |Retainedto Com Eq 9.0%
CUR$I$\4I|ELI\|{T POSITION 2004 2005 4/30/06 | 38% | 61% | 49% | NMF | 55% | 70% | 100% | 31% | 30% | 33% | 34% | 33% |All Div'ds to Net Prof 30%
Cash Assets 149.8 207.3  207.4 | BUSINESS: Pall Corporation is the leader in the fields of filtration, —depreciation rate: 8.6%. Has 9,313 employees and about 4,835

Receivables 4235 4689  464.7 | separation, and purification. Has three main businesses: Life shareholders of record. O&D own 3.0% of common; T.Rowe Price,
Ion%eenrtory (FIFO) 233‘7" 38%57’ ﬁgg Sciences 41% of fiscal '05 sales (includes blood/medical, 6.1%; Wellington Management, 8.2%; PRIMECAP, 6.9% (10/05
Current Assets 938:4 1069:8 1258:4 biopharma) Aeropower 21% (aerospace, machinery & equipment) proxy). Chairman & C.E.O.. Eric Krasnoff; President: Jeremy
Accts Payable 941 1177 1378 and Process Technologies 38% (microelectronics, industrial). Over- ~ Hayward-Surry. Inc.: NY. Addr.: 2200 Northern Boulevard., East

Debt Dué 63.8 59.5 29.1 | seas markets accounted for 60% of '05 sales; R&D, 4.3%. '05 Hills, New York 11548. Tel.: 516-484-5400. Internet: www.pall.com.
85;;2“‘ Liab. igig ii’é:g Zgg:g Despite Pall posting lower-than- increasing (from MacoPharma, Asahi

— 1 expected fiscal third-quarter share Medical, Terumo Corp., Baxter Intl., and

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ net, we are leaving our full-year 2006 Bio-Merieux), and in order to hold on to
Jchange persh) - 10¥rs - Sats., P9 | tally at $1.30 (year ends July 31st). market share, Pall has been giving up
“Cash Flow” 40% 65%  6.5% Pall registered share earnings of $0.37 in pricing for volume. To try and offset the

Eiﬁ\llfi'&ings 22‘;@ ;-g‘gf ;-ggﬁl the April quarter, compared to our call of decline, Pall has been restructuring to cut

Book Value 50%  65% 9o0% | $0.40. Operating income at the General costs. The problem is, since fiscal year

Fiscal VY = Industrial segment was down 28%, to 2000, Pall has expended $160 million in

Jscal | QUARTERLY SALES (§ mill) femil $17.2 million, and in the Medical opera- perpetual restructuring charges but has

Ends_|OCLPer Jan.Per AprPer JulPer| Year | tion, it declined 52%, to $13 million. More- little to show for them in the form of profit

2003 (3322 3885 4215 4714 116136 | gver, currency translation shortcomings advances. The latest two-year reorganiza-

2004 13743 4281 4639 5044 \1770.7| \nere also a factor. The Biopharmaceutical tion (announced in the April quarter) in-

%882 f’é‘l"; 3332 ‘5“1)88 gﬁéi %ggéz and Microelectronic segments, howeve_r, volves furth_er facility shutdowns to reduce

2007 |420 495 500 560 |2015 | Performed up to expectations. For the fis- manufacturing overhead by 20% and the

Focal EARNINGS PER SHARE A B =l cal final quarter, we have raised our headcount by 10%. The company expects

Year |0 per Jan Per Anr Per Jul.per| Fisca bottom-line estimate to $0.47, from $0.44. this to cost $40 million, producing annual

Ends i . pr. u Year | \We have factored in an Aerospace group cost savings of $50 million by 2008. Based

2003 | 1425 33 44 ] 1161 gales timing shift from the third interim to on previous experience, however, we are

gggg ig %g g; ‘313 ﬁg the fourth. We also expect lower interest skeptical of this cost/benefit analysis.

2006 20 o6 37 a7 | 130/ expense, thanks to a lower weighted aver- At the current quote, this good-

2007 93 39 a5 a7 | 1a5| @ge cost of capital (as debt is paid down), quality, though untimely stock has

UARTERLY DIVIDENDS PAID C decreased SG&A due to cost savings, and decent long-term total return appeal.

Cg" Q . 5“” better-than-previously-anticipated Micro- The dividend, although unexceptional, is
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | gjactronic division sales. secure. And the stock’s recent pullback,

2002 | 17 .09 .09 .09 441 Ongoing restructuring costs appear to after the release of second-quarter earn-

2003 | .09 09 09 09 38| outweigh the benefits. Pall's flagship ings, means it has decent recovery poten-

%ggg (1)8 (1)8 (1)8 (1)8 38 blood filtration business (in the Medical tial over the span to 2009-2011.

2006 | 11 kT kT : ’ group) is maturing. Competition has been Jeremy J. Butler August 18, 2006
(A) Fiscal year ends about July 31. (50¢); '98, (54¢); '02, 23¢. Next earnings report | vestment plan available. Company’s Financial Strength A
(B) Basic earnings until 1997; diluted there- due September 12th. (D) In millions. Stock’s Price Stability 75
after. Excludes nonrecurring gains (losses): (C) Dividends historically paid mid-February, Price Growth Persistence 45
'92, 2¢; '93, (15¢); '94, (2¢); '95, (1¢); '97, May, August, and November. =Dividend rein- Earnings Predictability 50

© 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 Trailing: 26.4'}| RELATIVE DIVD N
PAPA JOHN'S INTLiooes_ [EE" 3456 i BAGeE)Em L3 NI |
mewess 3 e | ] ] 51 917 B Bl 4E] 48] 63 B9 B3 B3 N Tngs Do Range
SAFETY 2 Reised 99005 LEGENDS
= 7.0 x "Cash Flow" p sh
TECHNICAL 3 Raised 9806 | ;- Relative Price Sirength 80
- 3-for-2 split  3/96 50
BETA .75 (1.00 = Market) 3;or%sp=|{ %%%6 for-1 50
7009-11 PROJECTIONS | Anois e 20
. ~Ann’l Total| Shaded area indicates recession Iy ®
Price  Gain Return T 30
High 30 5-15%3 -4% e %
Llow 20 (-40%) -13% o "h"i‘i & 20
Insider Decisions Ayl .|III!I| I II| [ Im A ILUTAL IR - 15
ONDJFMAM]J P L |I1!“, IS S Jw]*ﬂ"'[ i wwm
0By 010001000 fond ™ e | - A IR 10
Opins 05 253 643 3|, pT(IT o .. o R 75
oSl 2533410 75 3 ||||'- e . e o e % TOT.RETURN 7/06 |
Institutional Decisions I ||I Ly / S e ° Segs’| STastastepe® THIS  VLARITH.

32005 402005 1006 | percent 30 Ly STOCKINDEX |
bel & L G| shares 20 ket T sttt T 3y 1439 523 |
Hids(000) 25626 24250 25787 LT e IR RRRRRETARRRRR R III||II (UL Syr. 1656 592

Papa John's opened its first pizza|1996 [1997 | 1998 | 1999 | 2000 |2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
restaurant in 1985 in Jeffersonville, Indiana. | 626 | 874 | 1119 | 1334 | 2054 | 21.93 | 2622 | 2532 | 2847 | 29.29 | 3045 | 32.05 |Revenues per sh 38.35
The company operated as a subchapter S| 56| 80| 9| 126| 177 | 18| 218 | 187 | 210| 212| 245| 265 |“CashFlow" persh 3.25
corporation from January, 1986, until its ini- 33 A7 63 82 95| 104 | 116| 1202 | 112| 121| 145| 160 |EarningspershA 2.00
tial public offering in June, 1993. At that . . . . - - .- .- . . Nil Nil | Div'ds Decl'd per sh Nil
time, Montgomery Securities brought the 50 T4 116 134 129 1 52 45 63 53 60 .65 [Cap'l Spending per sh 65
company public by selling 1.5 mill. shares at| 314 | 366 | 439| 484 | 362| 442| 333 | 440 | 416| 488| 600| 750 Book Value persh 12.90
a price of $13 per share. The company| 57.48 | 5818 | 59.83 | 60.39 | 4599 | 4430 | 36.08 | 3623 | 33.46 | 33.08 | 3250 | 32.00 |Common Shs Outstg® | 30.00
netted $18 million in its initial offering and 441 334 29.9 243 131 12.2 12.7 12.7 143 17.7 | Bold figyres are |Avg Ann’l P/E Ratio 13.0
raised a total of $103 million through four| 276 | 193| 156| 139 85 63 69 12 76 94| \Valuelline |Relative P/E Ratio 85
subsequent offerings through August of - - - - - - .- .- - | estmaes Ay Annl Div'd Yield Nil
1996. All figures adjusted for splits. 360.1 | 5088 | 669.8| 8053 | 9447 | 9712 | 9462 | 917.4 | 9424 | 9688 | 990 | 1025 |Revenues ($mill 1150
CAPITAL STRUCTURE as of 6/25/06 10.9% | 11.6% | 11.1% | 12.9% | 12.3% | 12.1% | 12.0% | 10.4% | 10.4% | 10.0% | 11.0% | 11.5% |Operating Margin 11.5%
Total Debt $45.4 mill.  Due in 5 Yrs. $30.0 mill. 137 198 194 252 342 352 317| 311 | 312[ 288 30.0| 31.0 |Depreciation ($mill) 35.0
LT Debt $35.5mill. LT Interest $1.5 mill 186 269| 378| 507 | 474| 472| 468| 366| 390| 415| 500 550 |Net Profit ($mill 65.0
Leases, Uncapitalized Annual rentals $21.9 mill 37.0% | 37.0% | 37.0% | 38.0% | 38.2% | 37.7% | 37.5% | 38.2% | 37.3% | 36.1% | 37.5% | 37.5% |Income Tax Rate 37.5%

52% | 53% | 56% | 6.3% | 50% | 49% | 49% | 4.0% 41% | 43% | 51% | 54% |Net Profit Margin 5.7%
No Defined Benefit Pension Plan 253 | 188 | 242| d227| d43| dL3 | d17.3 | d184 | d246| d95| d50| 10.0 |Working Cap'l ($mill) 25.0
15 -- -- 9| 1457 | 105.1 | 1399 61.0 785 49.0 20.0 20.0 |Long-Term Debt ($mill) 200
Pfd Stock None 180.6 | 2127 | 2627 | 292.1 | 1663 | 1956 | 1219 | 159.3 | 139.2 | 161.3| 195 | 240 |Shr. Equity ($mill) 385
Common Stock 31,924,603 shs. 10.2% | 12.6% | 14.4% | 17.3% | 16.4% | 17.1% | 19.3% | 18.1% | 19.0% | 20.7% | 23.5% | 21.0% |Return on Total Cap'l 15.5%
as of 7/26/06 10.3% | 12.6% | 14.4% | 17.4% | 28.5% | 24.2% | 38.4% | 23.0% | 28.0% | 25.7% | 25.0% | 23.0% |Return on Shr. Equity 17.0%
MARKET CAP: $1.1 billion (Mid Cap) 10.3% | 12.6% | 14.4% | 17.4% | 28.5% | 24.2% | 38.4% | 23.0% | 28.0% | 25.7% | 25.0% | 23.0% |Retained to Com Eq 17.0%
CURRENT POSITION 2004 2005 6/25/06 -- -- -- - - - - - - - Nil Nil |All Div'ds to Net Prof Nil
Cas(ﬁMALSLS')etS 14.7 221 10.5 | BUSINESS: Papa John's Intl. operates and franchises pizza owned stores, 45% of total; commissary and equipment sales,
Receivables 28.4 21.3 21.4 | delivery and takeout stores in 49 states and 22 international mar- 42%; franchise royalties and development fees, 6%; other, 7%. Has
Inventory (FIFO) 232 260 244 | ets. At 12/25/05, there were 2,926 restaurants; 504 were owned about 13,195 employees. Off./dir. own 27.7% of common; FMR,
8ther t Asset gg? ggg %gg by the company and 2,422 were franchised. Also has 112 Perfect 12.1%; Goldman Sachs, 5.3% (4/06 proxy). CEO: Nigel Travis. Inc.:
Agé;gr:)a sasbeles 35' 9 28. 9 25' 5 Pizza restaurants in the U.K. Operates commissaries that distribute  DE. Address: 11492 Bluegrass Pkwy., Louisville, KY 40299-2334.
Debt Duey 15.7 6.1 9.9 ingredients to individual stores. '05 revenue breakdown: company-  Telephone: 502-266-5200. Internet: www.papajohns.com.
Other 62.1 _ 66.5 67.3 e i ; P ; ;
Current Liab. 1157 01 1074 Papa John’s is bucking poor industry menu items. Recent successes include the

trends. While others in the quick-serve
pizza segment of the restaurant industry

Sweet Treats Pizza, the Fajita Pizza, and
the King Kong Pizza. As for margins, we

gChange(P”Sh) 10Y’55/ i;r&y “’;’%&1 have experienced soft sales of late, due to think they will continue to widen, albeit
Rveow 5ok 'S0 0w | a more cautious consumer, the company, modestly, thanks to further declines in
Earnings 215% 7.0% 10.0% | in stark contrast, has been thriving. In- cheese prices.
gg'(')‘li(e\';gﬁle 135 L0% 19 S’Qﬂ' deed, comparable-restaurant sales ad- International expansion will be the
=7 ikl =% | vanced 4.7% in the recently-ended second primary vehicle for future growth.
Cal- | QUARTERLYREVENUES($mill) | Ful | quarter. This, combined with higher profit- The pizza category is a lot less mature in
endar |Mar31 Jun30 Sep30 Dec3l| Year | ghility, thanks to a decline in food and markets outside of the United States Be-
2003 (2323 2265 2196 2390 | 9174 | labor costs, and a lower share count, al- cause of this, we expect the bulk of the
2004 12369 2300 227.8 2477 | 9424 | Jowed Papa John’s to post earnings of company’s unit development to be over-
2005 2486 2387 2331 2484 | 9688 | $0.34 a share, which was 10% above the seas, especially in the U.K., South Korea,
2006 12424 2416 235 211 | 990 | yezrago tally. China, Mexico, and Russia. That said,
2007 1255 250 245 275 |10 | Thijs pusiness momentum ought to Papa John’s believes there are still growth
Cal- EARNINGS PER SHARE A Full | continue through the remainder of opportunities in the U.S., though not in
endar |Mar.31 Jun30 Sep.30 Dec3l| Year | 2006 and into next year. Granted, macro the form of traditional pizza stores. The
2003 | 31 30 18 .2 | 102| conditions are likely to become more diffi- company’s recently-formed strategic part-
2004 | 26 26 24 37 | 1129 cult, as consumers’ spending continues to nership with Six Flags theme parks is an
2005 | .30 81 .25 .35 | 121} e pinched by high gasoline prices and in- example of its investment in non-
%88? % gg gg 2? igg creasing mortgage and credit card pay- traditional venues. )
: - : : —1 ments. However, the company’s offerings Papa John’s stock lacks investment
Cal- QUARTERLY DIVIDENDS PAID Full | will be hard to resist. Papa John's has con- appeal at the current price. The issue
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | sjstently come out the winner in various is just an average selection for year-ahead
2002 consumer taste test surveys. Also helping relative price performance. Moreover, it's
2003 NO CASH DIVIDENDS to boost sales will be the use of innovative already trading above the high end of our
2004 BEING PAID marketing, including Internet ads, online 3- to 5-year Target Price Range.
gggg ordering, and the introduction of new Deborah Y. Fung September 8, 2006
(A) Diluted earnings from 1997; primary earn- | discontinued operations: ‘05, 5¢. Next earnings | outstanding. Company’s Financial Strength B++
ings to '96. Excludes nonrecurring gains |report due late October. (B) In millions, ad- Stock’s Price Stability 85
(losses): '99, (11¢); '00, (63¢); '03, (17¢); '04, |justed for stock splits. (C) Quarterly earnings Price Growth Persistence 55
(99¢); 05, 8¢; 1Q '06, 10¢ . Excludes gain from | don't add to full year due to change in shares Earnings Predictability 85
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SAFETY 3 Lowered 125102 LEGENDS

—— 22.0 x Earnings p sh
TECHNICAL 2 Raised 711406 | ;- Relaive Price Strengtn 80
B 3 for-2 split 5/97 60
BETA .85 (1.00 = Market) 3-for-2 split  5/04
3-for-2 split 505 50
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ASONDIJIFMA| | 1 — I|||II '“|| -"'"||“ Bl | ”.u'“"
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151883 ol gl :
0 5! i . o I
instititional Decisions R K T R

**aases | \o*° S0 for STOCK  INDEX

vy L e g e . Tl
to Sell 61 61 71 | traded P 11 OV PR 0111 S IR T4 R N Y O T 1 11 R FYO T A 3yr. 1840 639 [
HUS(000) 34110 34864 34196 L Syr. 2015 5.7
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

50.00 | 42.98| 41.74| 4486 | 40.63 | 3543 | 3792 | 39.16 | 4521 | 50.67 | 60.77 | 64.27 | 66.52 | 68.30 | 66.56 | 67.18 | 70.40 | 73.25 |Mortgage Loans per sh 81.50

52.04 | 47.25| 4456 | 4253 | 3742 | 39.13| 3832 | 4228 | 4839 | 52.28 | 56.27 | 57.69 | 60.70 | 6247 | 62.92 | 64.14 | 6590 | 67.85 |Savings Deposits persh | 74.15

d.77 d.83 .04 .35 .56 54 59 67 69 .80 .79 A7 40 46 67 .88 1.00 1.15 |Earnings per sh A 1.55
21 -- -- .02 14 19 24 .30 37 46 .53 .60 .63 .68 .75 .85 .95 1.00 |Div'ds Decl'd per sh B= 1.15
343 2.72 2.79 323 353 432 452 5.16 5.95 5.68 6.39 6.76 6.77 7.18 8.52 9.10 9.55 | 10.05 |Book Value per sh 12.20
109.94 | 110.02 | 110.10 | 110.33 | 123.58 | 123.58 | 136.87 | 137.62 | 143.36 | 137.54 | 137.93 | 138.38 | 138.83 | 139.50 | 140.85 | 141.60 | 142.00 | 142.00 [Common Shs Outst'g © | 142.00
-- - 38.0 6.7 6.4 9.3 11.3 18.1 209 149 116 61.3 27.0 278 323 33.0 | Bold figyres are |Avg Ann’| P/E Ratio 22.0
-- 2.30 40 42 .62 71 1.04 1.09 .85 .75 3.14 147 1.58 171 1.76 Value|Line Relative P/E Ratio 1.45

12.4% - 8% | 39% | 38%| 36% | 25% | 26% | 38% | 59% | 56% | 58% | 53% | 35% | 29% | =" |AvgAnn'lDivid Yield 3.4%
CAPITAL STRUCTURE as of 3/31/06 656.7 | 7748 | 8878 | 966.8 | 1059.8 | 9496 | 862.1 | 765.7 | 5879 | 6716 715 775 | Gross Income ($mill) 940
ST Debt $251.0 il 37.4% | 35.1% | 34.5% | 34.0% | 36.0% | 39.3% | 30.5% | 25.4% | 18.7% | 20.6% | 21.0% | 23.0% |Int Cost to Gross Inc 25.0%

o i . 80.L 924| 997 | 1120| 12084 | 240 | 554 | 638 | 937| 1244 145| 160 |Net Profit ($mill) 220

LT Debt $108.7 mill (8% Debt + Equity) 20.8% | 35.9% | 37.1% | 34.3% | 345% | 31.2% | 31.1% | 26.6% | 21.4% | 31.6% | 32.0% | 32.0% |Income Tax Rate 33.0%

12.2% | 11.9% | 11.2% | 11.6% | 102% | 2.5% | 6.4% | 8.3% | 15.9% | 18.5% | 20.0% | 20.9% |Net Profit Margin 23.5%
Pension Assets-12/05 $180 mill. Oblig. $214 mill. | 7645.2 | 8184.0 | 9918.7 | 10738 | 11571 | 11891 | 12261 | 11672 | 10718 | 10933 | 11250 | 11800 |Total Assets ($mill) 13900
836.8 | 777.3 | 1118.6 | 14655 | 1773.8 | 1324.4 | 1595.9 | 964.3 | 100.0 25.0 25.0 50.0 |FHLB Advances ($mill) 125.0

Pfd Stock None 618.0 | 709.9 | 8523 | 781.7 | 8818 | 935.0 | 939.6 | 1002.0 | 1199.8 | 1288.6 | 1355 | 1430 |Shr. Equity ($mill) 1730
Common Stock 141,930,384 shares -- -- -- .- - .- .- --| 1824 | 1630 | 1710 | 1780 |New Loan Volume ($mill)| 2100
as of 4/30/06 -- -- -- -- -- -- -- -- | 50% | .31% | .30% | .30% |Problem Assets to Lns 45%

81% | 87% | 86% | 73% | 7.6% | 7.9% | 7.7% | 8.6% | 11.2% | 11.8% | 12.0% | 12.0% |Shr. Eq. to Total Assets | 12.5%

MARKET CAP: $4.6 billion (Mid Cap) 33.7% | 41.2% | 42.5% | 42.7% | 41.8% | 46.4% | 50.8% | 56.5% | 58.2% | 50.4% | 48.5% | 44.5% |G&A Expto Grossinc | 38.0%
EARNINGS FACTORS 1.05% | 1.13% | 1.01% | 1.04% | .94% | .20% | .45% | .55% 87% | 1.14% | 1.30% | 1.35% [Return on Total Assets | 1.60%
MARGIN () et Vield aoe 2005 S/3UI9S | 13,0 | 130% | 1L7% | 14.3% | 12.3% | 26% | 5.9% | 64% | 7.8% | 7% | 105% | 115% |Returnon Shr.Equity | 130%
Cost of Funds 1.20 147 1.86 [ BUSINESS: People’s Bank is Connecticut's largest state-chartered  brokerage, equipment leasing, asset management, and insurance
Yield-Cost Margin - 3.25 3.59 3.66 | pank, as well as its leading mortgage originator and top issuer of services. People’s Mutual Holdings owns 57.9% of stock; of-
ﬁg;ﬁgANGES (Smil zggg Zggg 3/311/2? savings bank life insurance. Operates through 73 traditional branch-  ficers/directors, 1.2%; no 5% holders (3/06 proxy). Has about
Savings Deposits 148 221 60 | €s, 70 supermarket branches, and about 53 other offices. The 12,000 stockholders, 2,800 employees. Chairman, President &
FHLB Advances -864 -175 -25 | bank’s primary market is Fairfield County, where it does business CEO: John A. Klein. Inc.: CT. Address: 850 Main St., Bridgeport,
Other Borrowing -442 29 -19 | with more than half the households. Subsidiaries provide CT 06604. Telephone: 203-338-7171. Internet: www.peoples.com.
ANNUAL RATES Past Past Estd0305 | People’s Bank recorded a solid start About 97% of the $3.7 billion mortgage
of change (persh) 10 Yrs. 5yrs. 1000’11 | to 2006. First-quarter earnings were high- loan portfolio consists of adjustable-rate
Mortgage Lns 55% 50% 145% | er, as we expected. Margins improved for mortgages (ARMS). Rising interest rates
Savings Dep 50%  40%  25% | the eighth consecutive quarter, as man- would reset the borrower’s rate at a higher

arnings 35% -25% 15.0% . . . . . f
Dividends 205% 110%  70% | agement continued to control interest ex- level, increasing the likelihood of default.
Book Value 85% 65% 65% | pense by funding loans from investment That said, all of the mortgages are in Con-

securities runoff as opposed to paying up necticut, and most are in Fairfield County,

Cal- SAVINGS DEPOSITS ($ mill.) for higher-cost deposits. Loan quality locations which historically have exhibited
endar |Mar.31 Jun.30 Sep.30 Dec.3l remains good. above-average creditworthiness.

2003 | 8492 8810 8693 8714 Sustainable margin expansion and People’s recently applied for a federal

2004 | 8793 8949 8812 8862 loan growth are what is needed. A charter, signaling a more active

2005 | 9046 9177 9086 9082 larger difference between short- and long- growth plan. The shift from a state to a

2006 | 9252 9225 9300 9355 term interest rates would increase mar- federally chartered mutual holding compa-

2007 | 9425 9500 9560 9635 gins, and allow management to rely less ny structure, if approved, would allow

cal- EARNINGS PER SHARE A Full | on managing the margin and funding costs People’s to open offices nationwide. Man-
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | via investment portfolio runoff. agement will initially focus its expansion

2003 11 11 A1 13 46| A recession would reduce loan volume efforts in the Northeast, and would be

2004 14 .16 17 20 67| and raise credit issues ... Recent hints opening 15 de novo sites in Westchester

2005 21 22 .24 21 88| of further rate hikes by the Federal County over the next three years.

2006 | 24 24 25 21 | 100| Reserve may possibly slow economic activ- This stock is ranked to mirror the

2007 | 29 28 28 30| 115] jty and loan demand. People’s is depen- year-ahead market. A steepening yield

Cal- | QUARTERLY DIVIDENDS PAID Bx Full | dent on its local economy for both loan curve, new branch openings, and doing
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | origination and funding. If the local econo- more business across state lines all pro-

2002 | 151 .16 16 16 63| my slows, profitability would probably suf- vide earnings potential. That said, rising

2003 | .16 173 173 473 68| fer. Credit quality costs, in the form of rates may also slow loan growth. In fact,

2004 | 173 193 193 193 75| charge-offs and lost interest income from these shares are already trading within

2005 | 193 22 22 22 85| nonaccrual loans, usually would increase. our Target Price Range.

2006 | 22 25 . particularly in the ARM portfolio.  Douglas G. Maurer, CFA July 21, 2006
(A) Primary earnings through 1996; diluted | (B) Dividends historically paid in mid-February, | (or less) of its dividends. Company’s Financial Strength B+
thereafter. Excludes nonrec. items: '98, 7¢; '01, | May, August, and November. = Dividend rein- | (C) In millions, adjusted for stock splits. Stock’s Price Stability 90
37¢;°04, 75¢; '05, 9¢. Next earnings report due vestment plan available. In all but one recent Price Growth Persistence 70
late October. quarter, People’s Mutual has waived all but 3% Earnings Predictability 45

© 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.




PGL WPD-6 (2)
Page 166 of 236

RECENT Trailing: 304 RELATIVE DIVD
PERR'GO CO NDQ PRGO PRICE 1552 RATIO ].8 9(Med|a|g 230 | PIERATIO 1 09 YLD 13%%:
mewess 3w [ T 53] 5] 3T T S8 g3 a] NA] ) ES[ m8] 4 s S aage
SAFETY 3 New12171% LEGENDS
= 15.0 x "Cash Flow" p sh 64
TECHNICAL 3 Raised 72/06 |- Relaive Price Strength
2-for-1 split  8/93 48
BETA .85 (1.00 = Market) Options: Yes . 40
2009-11 PROJECTIONS . haded area indicates recession [ [ [ [ [ [ [ 1 1 [ 1 ] Jeaeaadaaaaa 0
Ann’| Total I|' ) 24
i o Bhg B | gt 2%
o % (+30%3 7% ffl”‘ - i ﬁ iy UiNOY !I.u,r- fie 16
Insider Decisions AN UL e i i = il et : 12
ASONDIJFMA iul-. I'\|Ifu|||| | |” |
WBly 000000000 PR e P e 8
Opons 1 0000000 O L,y ol el RGNS L6
Sl_ 000000000 e LT[ ’ e % TOT. RETURN 6/06
Institutional Decisions N THIS  VLARITH.
o o0 e® STOCK INDEX
to Buy SQZ%OS 4Q2060§ 1ng0§ Eﬁ;?ees”‘ }S | \ N | ) T 1, lyr.  16.8 18 [
to Sell 65 60 54 | traded 4 TNV | T O PR P | O T A miem 3yr. 62 639 [
Hids(eo) 67157 62524 65464 RO R A A A Syr. 01 597
Perrigo, founded in 1887 by Luther Per-| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
rigo, entered the pharmaceutical business | 10.19 | 11.09 | 1208 | 11.97 | 1005 | 1047 | 1139 | 1174 | 1267 | 1091 | 14.65| 1580 |Salespersh A 20.00
by repackaging and distributing drugs for| 88| 88| 83| 37| 57| 87| 97| 11| 135| 77| 135| 155 |“CashFlow" persh 2.25
resale by rural stores. It opened its first| 52 58 47 08 26 55 59 73 93 49 5 .90 [Earnings per sh A8 150
manufacturing plant in 1921 and built its . . . . - - .- 05 A3 16 17 20 |Div'ds Decl'd per sh € 25
sales force to 50 within a few years. After 23 30 95 44 20 36 38 46 40 29 30 .35 [Cap'l Spending per sh 50
completing several acquisitions, the compa- | 499 | 559 | 462 | 454| 479 | 521 | 574| 638 | 757| 629| 685| 750 |Book Valuepersh D 10.25
ny was taken private via a leveraged buyout [ 76.33 | 76.15 | 74.69 | 7330 | 7349 | 7407 | 7255 | 70.34 | 70.88 | 9390 | 92.00 | 90.00 |Common Shs Outst'g € | 94.00
in 1988. Three years later, 8 million shares | 240 178 278 | NMF| 292 | 165 | 228 | 169 | 181 366| 201 Avg Ann’l PJE Ratio 185
(adjusted for a subsequent split) were sold | 150 | 1.03| 145| NMF| 1.90 8| 125 96 9| 19| 105 Relative PIE Ratio 125
through an initial public offering led by - - - - - - | A% | 8% | 9% | 11% Avg Ann’l Divd Yield Nil
Morgan Stanley & Co. and J.P. MOrgan ™77g17 gas6 | o026 | 8776 | 7386 | 7535 | 8263 | 6260 | 8982 | 1024.1| 1350 | 1420 |Sales ($mill) A 1875
Securities Inc. 12.3% | 11.2% | 9.6% | 50% | 7.8% | 11.2% | 11.6% | 13.1% | 14.6% | 95% | 13.0% | 13.5% |Operating Margin 14.5%
CAPITAL STRUCTURE as of 3/25/06 213 223| 267 212| 22| 230| 256| 261 | 285| 348| 530| 550 |Depreciation ($mill) 60.0
Total Debt $621.4 mill. Duein 5 Yrs $281.5 mill. 308 | 450 | 353| 57| 193| 41.2| 445| 519| 675| 37.9| 700| 850 |Net Profit ($mill) 145
LT Debt $594.4 mill. - LT Interest $29.9 mill 36.3% | 365% | 37.0% | 43.8% | 36.7% | 36.4% | 38.2% | 37.6% | 36.3% | 39.3% | 33.0% | 32.5% |Income Tax Rate 30.0%
Incl. $400 mill. loan secured by $400 mill. bank ) )
depostt (49% of Cap') | 5:1% | 53% | 39% | 7% | 26% | 55% | 54% | 63% | 7.5% | 37%| 52% | 60% |NetProfitMargin 7.7%
Leases, Uncapitalized Annual rentals $7.1 mill. 167.0 169.6 231.0 249.4 154.8 141.3 186.9 212.7 285.7 268.3 285 350 WOrklng Cap'l ($m|”) 625
No Defined Benefit Pension Plan 488 15 816 | 1350 -- -- -- -- -- | 656.1 595 590 [Long-Term Debt ($mill) 525
3812 | 4259 | 3451 | 3324 | 351.8 | 3859 | 416.1 | 4484 | 536.2 | 590.8 630 675 |Shr. Equity ($mill) 965
Common mock 94,042474 shares 99% | 10.7% | 88% | 2.3% | 55% | 10.7% | 10.7% | 1L6% | 12.6% | 31% | 7.0% | 8.0% |Returnon Total Capl | 10.5%
MARKET CAP: $1.5 billion (Mid Cap) 105% | 10.6% | 102% | 17% | 55% | 10.7% |10.7% | 11.6% | 12.6% | 6.4% | 11.0% | 12.5% |Return cén Shr.Equity | 15.0%
105% | 10.6% | 102% | 17% | 55% | 10.7% | 10.7% | 10.8% | 10.9% | 4.4% | 85% | 10.0% |Retained to Com Eq 12.5%
CUR$F§/|I|E|_’\|{TPOS|TION 2004 2005 3/25/06 -- -- -- -- -- -- -- % 14% | 31% 23% 21% |All Div'ds to Net Prof 17%
ggﬁg,(}jaif 1;%:8 Z%jg 228:2 BUSINESS: Perrigo Company operates three segments: consumer 2005 depreciation rate: 5.9%; R&D, 3.8% of sales. Est'd plant age:
Inventory (FIFO) 1743 273.0  273.7 | healthcare makes private-label OTC drugs and nutritional products, 8 years. Acquired Agis Inds. 3/05. Has 5,848 employees; 1,440
Other 412 _ 91.0 63.0 | 91% FY 2005 sales; Rx produces prescription generic drugs, 3%; shareholders. Officers & directors own 18.5% of stock; other major
Current Assets 473.2 6088  593.0 | and API makes active pharmaceutical ingredients under contract, investors, 31.9% (9/05 proxy). Chairman & CEO: D.T. Gibbons.
Accts Payable 88.9 1428  163.5 | 29%; other, 4%. Sells 1,300 products to about 300 retailers. Wal- Inc.: Michigan. Address: 515 Eastern Ave., Allegan, MI 49010. Tel-
Bﬁ?érDue 88:? l%gji 1%;:2 Mart accounted for 26% of 2005 business; foreign customers, 16%. ephone: 269-673-8451. Internet: www.perrigo.com.
Current Liab. 187.5 3405 3480 | Perrigo probably performed well at profit growth to late decade. The corpo-
ANNUAL RATES Past past Estd 03-05| the close of fiscal 2006 (ended June rate strategy of diversifying into generic
ofchange (persh)  10Yrs.  5vrs.  t0'09'11 | 30th). The fourth quarter is typically slow, drugs and contract manufacturing is
§g'esh Flow” 281‘)’//0 13'33//0 13-8;’//0 due to less demand for cough/cold products paying off. Perrigo has filed to launch a
Eamings. T2 215% 1iow | in the spring than in the winter. And a generic copy of Pfizer's antidepressant
Dividends -- -- 145% | changeover from one decongestant (pseu- Zoloft, and it has developed a version of
Book Value 6.0% 75% 7.0% | dephedrine) to another (phenylephrine) in- Sanofi-Aventis's Nasacort AQ allergy med-
Fiscal QUARTERLY SALES ($ mill.) A Full | dustrywide probably disrupted sales of al- icine for Barr Pharmaceuticals. In another
gear Isep.Per Dec.Per Mar.Per Jun.Per| N5S2'| lergy~ medicines. (Overall, the company deal, the company gained the rights to an
2003 2132 2275 2026 1827 | 826.0| Probably lost about $90 million in sales OTC form of the heartburn medicine Prilo-
2004 |211.8 2474 2329 2061 | 8982 | from the switch.) On the other hand, the sec. But due to legal wrangling, this drug
2005 |227.7 2517 2201 3246 |1024.1 | consumer health segment has been bene- won’'t debut until fiscal 2009, about the
2006 |319.7 3597 3323 3383 1350 | fiting from new products, including same time as the generic Nasacort AQ.
2007 |340 370 360 350 [1420 | smoking-cessation aids. Perrigo expanded The contract manufacturing segment will
Fiscal EARNINGS PER SHARE A B Full | the line recently with two strengths of likely offer other active ingredients, as
gear sep.per Dec.Per Mar.Per Jun.Per| Re¥| gum, equivalent to GlaxoSmithKline's drugs for sleep apnea and Alzheimer's dis-
2003 23 24 20 06 73| Nicorette Fresh Mint. And while R&D ex- ease may launch soon. Some will be pro-
2004 23 35 24 A1 93| penses probably rose, we think operations duced in an enterprise zone that will limit
2005 23 20 15 d.09 49 | rebounded strongly in the June quarter. the tax rate. Overall, we figure profits will
2006 14 24 22 15 75| Two small plants will close, which have rise about 15% annually to 2009-2011.
2007 | 20 25 28 17 90| been manufacturing two unprofitable This stock has appeal for the long
Cal- QUARTERLY DIVIDENDS PAID © Full | products. As a result, the company will haul. A partial rebound in sales of
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | take charges of $8 million and $3 million cough/cold drugs, to $115 million, and
2002 - - -- -- --| in the fourth quarter of fiscal 2006 and in more contract manufacturing business
2003 | 025 .05 025 .03 11| fiscal 2007, respectively. Because the prod- should raise fiscal 2007 earnings close to
2004 | .035 .035 .035 .04 15| ucts are discontinued, we are not including the former peak. New entries also augur
2005 04 04 04 043 16| the charges in our earnings estimates. well for profits 3 to 5 years out.
2006 | 043 043 New entries should support good Keith A. Markey, Ph.D. July 21, 2006

(A) Fiscal year ends on Saturday closest to | ($1.16); 99, (
June 30th. Prior to 1999, ended on June 30th.
(B) Primary earnings through fiscal '96, diluted
thereafter. Excl. nonrecur. gains (losses): '98,

lion, $3.18/share.

6¢); '01, (18¢); '02, 8¢; '03, 3¢; | ment dates: late March, June, Sept., and Dec.
'04, 18¢; '05, ($5.06); '06, 3¢. Next earnings | (D) Includes intang.; as of 6/25/05: $298.3 mil-
report due August 9th.
(C) Quarterly div'ds started 3/21/03. Div'd pay- | (E) In millions, adjusted for stock split.
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Stock’s Price Stability 55
Price Growth Persistence 50
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3Q2005  4Q2005  1Q2006 | percent 9 oo R T STOCK INDEX |
20 86 82 ' f | N b 'voney lyr. -23 118 [
bel T8 D oop|Shares 6 ot T T sy, 172 e39
HIds(000) 175638 179315 176950 T OFLWe’IH Sy 138 597
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
1015 | 1048| 1062 | 1120| 1081 | 11.85| 13.04 | 1466 | 1561 | 1675 | 1560 | 17.03 | 18.74 | 19.70 | 2152 | 2422 | 2550 | 27.10 |Revenues per sh 3355
152| 165| 174| 200| 204| 226 253| 295| 344 | 394 | 381 | 361 | 355| 369 | 391| 422| 445| 470 |"CashFlow" persh 5.75
81 90 98| 116 L11| 134| 156 182| 203| 231 244 225| 237 | 241 | 254| 270| 275| 295 |Earnings persh (® 375
30 35 39 45 52 60 69 80 90| 102| 114| 116| 118| 120| 122| 124| 128| 1.30 |Div'ds Decl'd persh®s| 140
103 79 69 92| 114 113 92 87 110 115] 108| 1.06 9 | 123| 138 129| 145| 150 [Cap'lSpending per sh 165
503| ©565| 510 591| 576| 690| 756| 669| 609| 613| 516| 368 | 362 | 468 | 560| 574| 630 7.10 |Book Value persh (©) 10.95
31475 317.93 | 323.34 | 316.35 | 302.55 | 299.80 | 295.96 | 279.67 | 270.38 | 264.70 | 248.80 | 242.03 | 235.37 | 232.29 | 230.32 | 226.71 | 221.50 | 218.50 [Common Shs Outst'g ®)] 210.00
130 155| 173 177] 174 146| 162 198| 254 262 159 | 171] 160 | 153 | 170 | 162 Bold figlresare |AvgAnn'l PIE Ratio 16.0
97 99| 105 105 114 98| 101| 14| 132| 149| 103 88 87 87 90 85| ValuelLine |Relative PJE Ratio 1.05
28% | 25%| 23%| 22% | 27% | 3% | 27% | 22% | 17% | 17% | 29% | 30% | 31% | 33% | 28% | 28%| ="' |AvgAnn'IDivid Yield 2.3%
CAPITAL STRUCTURE as of 3/31/06 | 38586 | 4100.5 | 42205 | 4432.6 | 38809 | 4122.5 | 4409.8 | 4577 | 4957 | 5492 | 5650 | 5925 |Revenues ($mill 7050
Total Debt $4672.4 mill. Duein 5 Yrs $3500 mill. | 30.19 | 31.8% | 32.6% | 34.4% | 34.4% | 31.9% | 28.9% | 28.2% | 27.3% | 27.2% | 27.0% | 27.0% |Operating Margin 21.2%
gg’re;’go/f%ﬁ]gr{“g'n 5 l;: 'Qéfrfggﬁtzl‘;‘)lsosﬂ‘;'('jb 2182 | 3001 | 3613 | 4121 | 3212 | 3174 | 2643 | 2888 | 3068 | 332.0| 355| 370 |Depreciation ($mill) 410
Pitney Bowes wholly owned finance subsidiary to” | 4694 | 5260 | 567.9 | 6296 | 6264 | 5563 | 5720 | 5691 | 5040 | 6258 | 625| 660 |Net Profit(mill) 800
support equipment (mostly PB) leasing programs. | 31.4% | 34.5% | 34.3% | 32.7% | 31.5% | 31.6% | 31.3% |32.1% | 32.2% | 32.8% | 33.0% | 33.0% |Income Tax Rate 33.0%
(Total interest coverage: 4.4x) 74% of Cap'l) | 12.2% | 12.8% | 13.5% | 14.2% | 16.1% | 13.5% | 13.0% | 124% | 12.0% | 11.4% | 11.1% | 11.1% |Net Profit Margin 11.3%
Pension Assets 12/04 $1.80 bill. Oblig. $1.93bill. ["d1083 | d909.7 | d212.8 | 469.8 | d254.9 | d526.4 | d797.7 | d133.8 | d6014 | d168.6 | d150 | d100 [Working Cap'l ($mill) 300
ng“éfﬁzcﬁ(ﬁl&ﬁn‘;‘"'{e ; af’;‘ég"’ard f\-/lt'g'g-‘l 24 1300.4 | 10684 | 1712.9 | 1997.9 | 18819 | 2419.2 | 2316.8 | 2840.9 | 2798.9 | 3849.6 | 3800 | 3850 |Long-Term Debt ($mill) | 3600
shs. com.: 43475 shs. $2.12 cum. no par pid. stk | 2239.0 | 18726 | 16480 | 16256 | 12650 | 8914 | 853.3 | 10674 | 1290.1 | 13009 | 1400 | 1550 |Shr. Equity (Smil) 2300
cv. to 8 shs. com., red. at $28.50. 14.7% | 19.4% | 18.3% | 19.0% | 21.7% | 18.9% | 20.3% | 15.9% | 16.6% | 14.2% | 14.5% | 14.5% |Return on Total Cap'l 16.0%
Common Stock 221,977,000 shs. 21.0% | 28.1% | 345% | 38.7% | 48.8% | 62.4% | 67.0% |52.3% | 46.0% | 48.1% | 45.5% | 42.5% |Return on Shr. Equity | 35.0%
MARKET CAP: $9.1 billion (Large Cap) 11.8% | 15.8% | 19.5% | 22.0% | 26.0% | 30.5% | 34.0% | 26.5% | 24.2% | 26.0% | 24.5% | 24.0% |Retained to Com Eq 22.0%
CUR$|$W||5LI\ET POSITION 2004 2005 3/31/06 | 44% | 44% | 44% | 43% | 47% | 51% | 49% | 49% | 48% | 46% | 46% | 44% |All Div'ds to Net Prof 37%
Cash_Aséets 320.2 299.7 266.1 | BUSINESS: Pitney Bowes is the world's largest manufacturer of finances PB equip. leases; 2%, 6%. Spun off operation that mar-
Receivables 1968.4 2000.6 2086.2 | postage meters and mailing equipment. Global Mailing rents kets copiers and facsimile systems in 12/01. Foreign opers.: 26% of
Ion%eenrtory (LIFO) %ggé %%g? %ggg postage meters and sells mail-processing systems in the U.S. and  revenues; R&D: 3.0%. Has about 34,200 employees. Off./Dir. own
Current Assets 2693I1 2742'3 2793'5 Europe (71% of revenues in 2005; 87% of operating profit). Busi- under 1% of common (3/06 Proxy). Chairman & CEO: Michael J.
Accts Payable 1475'1 1538I9 1 453'5 ness Services provides mail room and document mgt. services and ~ Critelli. Inc.: DE. Address: Walter H. Wheeler, Jr. Dr., Stamford, CT
Debt Due 11780 857.7 8942 | sells and services software systems; 27%, 7%. Capital Services 06926. Tel.: 203-356-5000. Internet: www.pitneybowes.com
85;;2“‘ Liab sggglg Zgig'g zggg'g Pitney Bowes has been active on the Initial software enhancements to its digi-
_ - — 1 acquisition front for a while. Recent tal systems allowed the company’'s high-
AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ additions have broadened the company’s volume clients to more effectively manage
ochange fpersh)  10¥rs,  sYis  00IL | capabilities in the areas of mail-related their address databases, and the current
“Cash Flow” 70% 15%  6.0% services and document management. It focus is on meters used by small to mid-
E.ﬁf!&mgs 18'8‘;? g-ggﬁ) gg‘gf completed four small purchases thus far in sized entities.
BoakValue 0% 600 1550 | 2006. They have enhanced PB's offerings We've trimmed our earnings estimates
- in the areas of electronic litigation- for both 2006 and 2007 by $0.05 a
cal- MQU3A1RTJERLY3%EV§NUE3%($g'”')m Full | discovery, management of multisite print share. Capital Services, whose revenues
endar | Mar3l Jun.d0 Sep.30 Dec3l] Year | oherations, and Internet-based marketing. were $139 million in 2005, is slated to be
2003 fl091 1134 1137 1215 14577 | | ast year's two largest additions were a sold in the third quarter for $1.16 billion.
%ggg %zg %gg %géé ﬁgg gig; leading provider of litigation-support serv- However, due to related taxes, net pro-
2006 1358 1395 1400 1497 5650 ices and Group 1, a developer of software ceeds will be minimal. Since this equip-
2007 1425 1460 1465 1575 |sop5 | that enhances mailing efficiency. Acquisi- ment finance subsidiary is now being ac-
EARNINGS PER SHARE tions contributed about 45% of revenue counted for as a discontinued operation, its
iji" Mar3l Jun30 Sen30 Dec.3l EU” gains last year, and we look for a some- estimated revenues and share net (about
endar | Mar.o_Jun. p. : €& | \what smaller percentage in 2006. $0.10 per annum) have been excluded from
%002 54 -552’ 62 g? 34‘11 The company is in the forefront of a our presentation as of the close of 2005.
2885 gg '27 gg 71 2?0 shift towards digital mailing systems. On the other hand, our near-term earnings
2006 ‘54 67 68 76 | o275| A migration from mechanical to electronic targets now reflect the likelihood of better-
2007 70 k) 3 ‘80 | 295| meters mandated by U.S. Postal Service than-previously-expected profit contribu-
.UARTERL\.(DIVIDEN.DSPAID(.B> . regulations helped boost earnings consid- tions from recent acquisitions.
gg"r MQ 31 Jun30 Sen30 D '31 5””r erably in the late Nineties. A similar move This neutrally ranked stock offers
endar i Mar.s1 Jun.sd -ep.s0 Dec. €&} to digital meters has been under way since decent total-return potential to
2002 | 295 295 295 295 | 118 egrly 2002. Currently, 86% of PB's 2009-2011, thanks to an above-average
%ggi 385 385 385 385 %gg domestic meter base is digital, and the bal- dividend vyield and projected earnings
2005 | 31 a1 31 a1 194 | &nce is required to be adopted by either gains averaging 8% subsequent to 2006.
2006 | 32 32 ’ : “*1 the close of this year (9%) or in 2008 (5%). David R. Cohen July 14, 2006

(A) Diluted earnings since 1997. Excl. results
of discontinued operations: '89, 5¢; 90, 6¢; '91,

5¢; 94, 15¢; '95, 7¢; '98, 3¢; '99, (8¢); '01,

(10¢); '02, 16¢; '03, 1¢. Excludes nonrecurring

© 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.

(2¢).

(losses) gains: '90, (32¢); '92, (68¢); '93, (5¢);
'94, (32¢); 99, 11¢; '00, (1¢); '01, (17¢); 02,
(56¢); '03, (31¢); '04, (49¢); '05, (43¢); '06-Q1,

Next egs. report due late July.

(B) Divs. historically paid in March, June, Sep-
tember, and Dec. = Div. reinvestment plan
avail. (C) Includes intang. At 12/31/05: $1.96
bill., $8.65/sh. (D) In millions, adj. for split.

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 35
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 104')| RELATIVE DIVD

PMl GROUP’ |NCI NYSE-PMI PRICE 4462 RATIO 9.5(Media|g: 9.5/ | PIE RATIO 054 YLD 05%%:
THELNESS 3 iy | Mot 78] 200] 207] 88| 28] el w3 0] sad] dsof g4l 413 Target Price Range
SAFETY 3 New 1213199 LEGENDS 120

= 10.0 x Earnings p sh
TECHNICAL 3 Lowered 8105 | ;- Relaive Price Stengh 100
-for-2 split  8/99 80
BETA 115 (100 =Market) 2ior1 spit_ 6102 2 ford 64
2009-11 PROJECT/I-\?I:"ISTOIaI haded area indicates recession ] g ————f=s===d=nco- 48
. . | i '11"7-'-."7' MY
ap (S 02 .
Low 50 2+10%§ 3% U™ cuf] ! yll 24
Insider Decisions . L ,I/,:r“l il - 20
ONDJIFEMAMI witlinptadtnlie ..'-.I'I.I LIS Pl CRMGEE S 16
By 0 00000000O JET [ A S S R, OV 12
Options 0 2 1 0 3 60 4 3 LS
oSl 020047043 i 9% TOT. RETURN 8/06 |8
Institutional Decisions THIS  VLARITH.
4Q2005  1Q2006  2Q2006 Percent 15 1yr ST;)C4K |N|;El>< L
bel Iy 105 itp|sheres 10y bttt it b il sy 239 404 [

Hids(eo) 95266 99281 95307 R R R I [T Sy 352 704

PMI Group, Inc. was incorporated in Dela- | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 |2002 |2003 |2004 | 2005 | 2006 | 2007 | ©VALUE LINEPUB, INC. |09-11
ware on December 30th, 1993. On April| 393| 466| 541| 625| 7.16| 847 | 1006 | 7.32| 819| 922| 10.75| 1150 |P/CPremEarnedpsh | 1375
10th, 1995, 57,750,000 shares at $11.34 64 85 93| 106 135| 168| 137 | 157 | 179| 202| 230| 250 |Investmentincpsh 3.00
were offered through Goldman, Sachs &| 158 | 150| 168 | 219 | 305| 321| 331 | 234| 259| 307| 380| 430 |Underwriting Incp sh 4.95
Company, Dean Witter Reynolds In-| 150 174 | 201| 226 | 293 | 344 | 387 | 323 | 394 412| 455| 505 EarningspershA 6.50
corporated, Morgan Stanley & Company, 07 07 07 07 08 08 09 A1 16 19 21 24 |Div'ds Decl'd per sh B 36
and Salomon Brothers Incorporated in the| 9.39 | 1090 | 1208 | 1362 | 1692 | 1949 | 2439 | 2926 | 33.37 | 3642 | 39.05| 43.75 |Book Value per sh 57.80
United States; 6,750,000 shares were of- | 105.14 | 97.38 | 90.84 | 89.40 | 88.62 | 89.16 | 89.94 | 95.16 | 94.03 | 88.71 | 80.00 | 80.00 |Common Shs OutstgC | 80.00
fered outside the U.S. through Allstate In- [ 171% | 178% | 179% | 146% | 161% | 161% | 142% | 108% | 122% | 108% Price to Book Value 110%
surance Co. (All shares adjusted for splits.) 07| 11| 1207 88| 93| 91 8.9 98 | 103 | 96 | Bold figures are |Avg Ann’l PIE Ratio 100
CAPITAL STRUCTURE as of 6/30/06 .67 .64 .56 50 .60 47 49 .56 .54 51 Valge Line Relative P/E Ratio .65
Total Debt $819.5 mill. Duein 5 Yrs $65.0 mill A% 3% | 3% | A% | 3% | 3% | 3% | 3% | 4% | 5%| =P |Avg Al Divid Yield 6%
LT Debt $819.5mill. LT Interest $26.0 mill. 4127 | 4540 | 4912 | 5586 | 6344 | 7548 | 9045 | 6969 | 7704 | 8176| 860 | 920 |P/CPremiums Eamed | 1100

41.9% | 33.5% | 27.6% | 20.2% | 16.2% | 15.6% | 18.5% | 30.0% | 30.8% | 31.5% | 30.5% | 30.0% [Loss to Prem Earned 31.0%
(20% of Cap'l) | 184% | 35.9% | 415% | 43.8% | 40.9% | 46.4% | 48.6% | 30.3% | 37.6% | 35.2% | 34.0% | 32.5% |Expense to Prem Writ 33.0%
39.7% | 30.6% | 30.9% | 36.0% | 42.8% | 38.0% | 33.0% |39.7% | 31.6% | 33.3% | 35.5% | 37.5% |Underwriting Margin 36.0%

Leases, Uncapitalized $29.9 million 28.9% | 27.8% | 28.7% | 29.5% | 30.5% | 30.2% | 28.4% | 30.0% | 21.6% | 24.3% | 25.5% | 25.5% |Income Tax Rate 24.0%

Pension Assets-12/05 $64.9 mil 1579 | 1753 | 1904 | 2045 | 263.8 | 312.0 | 3535 | 2940 | 387.2 | 409.2 365 405 | Net Profit ($mill) 520
= Oblig. $9a.1 mil. |_56% [ 59% [ 57% | 57% [ 6.1% | 61% | 50% | 54% | 53% | 5%% | 62% | 64% [Invinc/Total inv 7.0%

Pfd Stock None 1510 | 1687 | 1778 | 2101 | 2393 | 2990 | 3517 | 4794 | 5146 | 5254 | 5400 | 5600 |Total Assets ($mill) 6400
Common Stock 86,495,590 shs. 986.9 | 1160.2 | 1196.6 | 1316.3 | 1598.3 | 1786.7 | 2242.3 | 2784.0 | 3137.8 | 3230.8 | 3125 | 3500 |Shr. Equity ($mill) 4625
as of 7/31/06 16.0% | 15.1% | 15.9% | 15.5% | 165% | 17.5% | 15.8% | 10.6% | 12.3% | 12.7% | 11.5% | 11.5% |Return on Shr. Equity 11.0%

. . ' 15.3% | 15.9% | 16.8% | 16.4% | 17.1% | 17.3% | 15.7% | 10.1% | 11.8% | 12.1% | 11.0% | 11.0% |Retained to Com Eq 10.5%

gﬁgg;fggﬁgﬁ""g&md C‘;’;)O el | o6 W6 | W | s 2| 4| | M| 5% | 5% AIDVSto Net Prof 6%

(SMILL.) BUSINESS: PMI Group, Inc. is a holding company which conducts and DC. Also provides insurance in Australia, New Zealand, and in

E?O"CCI’(SS Z?ggg Zg%gg Zgggg residential mortgage insurance business through a number of direct Europe. Has 1,015 employees. Officers and directors control 4.2%
Other 20918 22021 21690 wholly-owned subsidiaries. Provides mortgage insurance coverage  of common stock; CAM North America, 11.6%; FMR, 10.3%. (4/06
Total Assets 5146.0 52541 53135 | 0 lenders who receive a down payment of less than 20% from a proxy). Chairman: W. Roger Haughton. CEO: Steve Smith. Inc.:
Unearned Prem. 4848 490.9 490.9 | borrower. Also provides pool insurance to cover losses on defaulted  DE. Add.: 3003 Oak Road, Walnut Creek, CA 94597. Telephone:
Reserves 364.8 368.8 384.6 | mortgage loans above primary insurance. Licensed in all 50 states  925-658-7878. Internet: www.pmigroup.com.

Other 1158.6 1163.6 1144.0 - - - -

Total Liab. 50082 20233 20105 | PMI Group reported solid results for ratio this year than in 2005. It appears

——— the second quarter. Although growth in that the expense ratio will improve this
g'ﬁ'ﬁ‘;}’;&;ﬁrﬁs post past 55:0‘103_31'105 the overall housing market has slowed year, thanks to a better persistency ratio.

Premium Inc 100% 55% 80% | somewhat over the past several months, (This measures the number of policies that
Invest Income ~ 12.0% 10.0%  9.0% management notes that, thus far, this has remain on a mortgage insurer’s books from
E?Vfiggggs }ég‘gf 12-22? 1223? been more noticeable on the refinancing one year to the next.) This scenario is due
Book Value 150% 1s5% 85w | side. Indeed, mortgage originations have to fewer refinancings, which help to lower

- remained relatively healthy over the past expenses. What's more, we look for the

Cal- | NETPREMUMSEARNED@mIl) | Full | few quarters relative to refinancings. We loss ratio (which is a measure of delin-
endar | Mar.31 Jun. 30 Sep. 30 Dec. 31| Year | oliave that this is due to still-low mort- quencies), to stay at a relatively favorable

2003 | 1760 1682 1703 1824| 6%.9 gage rates relative to historical figures, level, thanks to a decent economic back-

gggg %ggg %ggz %gg% ggég g%‘ coupled with a healthy employment pic- drop and a solid employment picture.

2006 | 2062 2136 217 2232| geo | Ture. These factors enabled net premiums The mortgage insurer has put its free

2007 | 2257 258 232 235 | 9o | €arned to inch up during the June interim. cash to use. In late August, the company

c EARNINGS PER SHARE A We estimate favorable earnings com- repurchased $345 million worth of its com-
eng'a'r Mar3L Jun. 30 Sep. 30 Dec. 31 \'(:gz'i'r parisons over the next 18 months. Al- mon shares from Goldman Sachs (leaving

: : . : though there are cracks in the foundation $55 million from its original $400 million

588?1 gg 188 1gg gg 33131 of the housing market, we believe that it authorization). We believe that this will

2005 | 100 104 7 11 | a1 will be more of a “soft landing” rather help support earnings growth.

2006 | 110 114 115 116 | 455| than a “bubble-bursting” scenario. We These shares are likely to mirror the

2007 | 123 125 128 129 | 55| forecast a home sales decline in the vicini- broader market in the year ahead.

cal QUARTERLY DIVIDENDS PAID® cul ty of about 10%, year over year, for 2006. Capital gains potential for the 3- to 5-year
engé;r Mar3L Jun.30 Sep.30 Dec.l Ye“ar This should come as no big surprise given pull appears worthwhile. We look for the

- - v - that the past five years were extremely company to boost its international ex-

%88% 8%5 8%5 8%2 8%2 2? strong for the housing sector, thanks to posure (Europe, Australia, and New

2004 | 038 038 038 046 16| very low mortgage rates. Thus, we believe Zealand, to name a few), which adds up-

2005 | 045 045 045 053 ‘19| an orderly slowdown is in store. That said, side potential to our projections.

2006 | 053 053 .053 we look for PMI to post a better combined Alan G. House September 22, 2006
(A) Diluted earnings. Includes realized gains, | Excludes extraordinary loss/gain; '04, 28¢; '03, | (B) Div'ds. historically paid in mid-Jan., mid- | Company's Financial Strength B++
(loss): '99, 2¢, '00, 1¢. Excludes capital gains | 6¢; '02, 8¢; '01, (10¢). Excludes 4¢ loss from | April, mid-July, mid-Oct. Stock’s Price Stability 75
and losses 2002 and henceforth. Excludes | discontinued op. in 2004. Next earnings report | (C) In millions, adjusted for stock splits. Price Growth Persistence 70
nonrecurring losses: '04, 19¢; '02, 16¢; '00, 8¢. | due early Nov. Earnings Predictability 85
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ANNUAL RATES Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Loans -- -4.0% 7.0%
Earnings 4.5% 1.0% 7.0%
Dividends 45%  3.0% 2.0%
Book Value 4.0% 6.0% 9.0%
Total Assets 1.0% 2.5% 8.0%
Cal- LOANS (§ mill.)

endar |Mar.31 Jun.30 Sep.30 Dec.31

2003 (35245 34534 34524 33448

2004 (37519 39094 41899 42888

2005 |44074 48689 49876 49101

2006 |49521 50548 51500 52500

2007 (53000 54000 55000 56000

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2003 .98 65  1.00 .92 355
2004 | 115 107 91 1.08 421
2005 | 1.08 106 114 120 4.48
2006 | 119 128 130 138 5.15
2007 | 135 140 145 155 5.75
Cal- | QUARTERLY DIVIDENDS PAID B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 48 48 48 48 1.92
2003 A48 A48 A48 .50 1.94
2004 .50 .50 .50 .50 2.00
2005 .50 .50 .50 .50 2.00
2006 .50 .55 .55

RECENT 6 PIE 3 9(Trai|ing: 14.9Y|RELATIVE 0 79 DIVD 3 10/
PNC FlNANClAL NYSE-PNC PRICE 71,4 RATIO 1 ' Median: 13.0/ | PIE RATIO U, YLD . 0
mewess 3w [ o] ] 392 8T 5087 8] 6] R B8] we [ ®i & TS S oo
SAFETY 2 Raisedl12803 | LEGENDS
—— 14.0 x Earnings p sh
TECHNICAL 3 Lowered 8106 |- Relaive Price Strengtn 200
Options: Yes 160
BETA 1.05 (1.00 = Market) haded area indicates recession
2009-11 PROJECTIONS ([ o | | ¢y ) mmmgeee 100
. . AmlTOtRd| | | | | 0 0 - o e e d e 80
) Price Galrg Retgrn | il . PR 60
[1(%1 1]8-2 ((128023 130//% ! iL'.,a.n, —‘}d" =] et A (TP TH TTTRRCEAL 50
Insider Decisions e, T “l - ! .!” A\ - / I“}!' wl 40
OND JFMAMI| e et [T T X REAY) 30
wBly 0010010 21| T et
Options 3 0 0 010 3 0 0 O 1! - egetelen o o . L 20
oSl 2 00083001 \Vau Rt % TOT. RETURN 7/06
Institutional Decisions THIS  VLARITH.
3Q2005  4Q2005 102006 | percent 12 - SaTg%K lNgEg -
bl 306 207  oap|Shaes 8 1 ORI AT [EW 11 O T PV AR 1 3y 62 523 |
HIds(000) 183134 187355 192053 L N Sy 288  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
37| 198 237| 314| 257| 229| 287| 328| 360| 393| 409| 124 | 420 | 355 421 | 455 515| 5.75 |Earnings persh A 7.20
106| 106( 1.08| 118| 131| 140| 142 150 158 | 168| 183 | 192 | 192| 192 200 | 200| 215| 2.25|Div'ds Decl'd persh B 240
1340 | 1527 | 1594 | 1834 | 1876 | 16.87| 17.13| 1687 | 1886 | 19.22 | 21.87 | 2057 | 24.07 | 23.99 | 2657 | 29.23 | 31.40| 34.40 |Book Value per sh 44.90
191.10 | 214.82 | 232.57 | 234.71 | 233.25 | 340.86 | 324.12 | 300.43 | 303.70 | 293.00 | 290.00 | 283.00 | 285.00 | 277.00 | 281.25 | 293.00 | 283.00 | 280.00 |Common Shs Outst'g © | 268.00
421 91| 109 97| 105| 114| 112 138 149| 138| 130 519 | 118| 135 12.9 | 123 | Bold figyres are |Avg Ann’l P/E Ratio 14.0
313 58 66 57 69 76 70 80 17 .79 85| 266 64 77 68 66 | ValuejLine Relative P/E Ratio 98
6.9% | 5.9% | 4.2% | 3.8% | 4.9% | 54% | 44% | 33% | 29% | 31% | 34% | 30% | 39% | 40% | 37% | 36%| ="' |AvgAnnlDivid Yield 31%
CAPITAL STRUCTURE as of 6/30/06 73260 | 75120 | 77207 | 75413 | 69844 | 69568 | 66377 | 68168 | 79723 | 91954 102500 | 115000 |Total Assets ($mill) 145000
50632 | 53273 | 56897 | 49372 | 49926 | 37344 | 34777 | 33448 | 42888 | 44877 | 52500 | 56000 |Loans ($mill) 68000
Total Debt $15.7 bill. 24440 | 2495.0 | 2573.0 | 2433.0 | 2164.0 | 2262.0 | 2197.0 | 1996.0 | 1969.0 | 2154.0 | 2280 | 2300 |Net Interest Inc ($mill) 2725
--| 700 2250 | 163.0 | 136.0 | 903.0 | 309.0 | 177.0 520 | 210 150 200 |Loan Loss Prov'n ($mill) 300
Leases, Uncapitalized Annual rentals $135 mil. 1395.0 | 1808.0 | 2623.0 | 2680.0 | 2891.0 | 2543.0 | 3197.0 | 3257.0 | 3563.0 | 4162.0 | 4600 | 5100 Non?nterest Inc ($mi|ll) 6170
2312.0 | 2615.0 | 3261.0 | 3124.0 | 3071.0 | 3338.0 | 3227.0 | 3476.0 | 3735.0 | 4333.0 | 4500 | 4750 |Noninterest Exp ($mill) 5600
Pension Assets-12/05 $1627 mill. Oblig. $1236 992.0 | 1052.0 | 1115.0 | 1199.0 | 1214.0 | 377.0 | 1200.0 | 1029.0 | 1197.0 | 1325.0 | 1500 | 1640 |Net Profit ($mill) 1950
mill. 35.0% | 35.0% | 34.8% | 34.3% | 34.3% | 33.2% | 34.1% | 34.4% | 31.0% | 31.3% | 33.0% | 33.0% |Income Tax Rate 35.0%
pid Stock None 1.35% | 1.40% | 1.44% | 1.59% | 1.74% | 54% | 1.81% | 1.51% | 1.50% | 1.44% | 1.45% | 1.45% |Return on Total Assets | 1.35%
' 12094 | 6149.0 | 11232 | 7823.0 | 6958.0 | 7210.0 | 5248.0 | 6434.0 | 5663.0 | 8344.0 | 8000 | 9000 |Long-Term Debt ($mill) | 13340
Common Stock 295,992,848 shs. 5869.0 | 5384.0 | 6043.0 | 5946.0 | 6656.0 | 5823.0 | 6859.0 | 6645.0 | 7473.0 | 8563.0 | 8880 | 9625 |Shr. Equity ($mill) 12025
80% | 72% | 78% | 79% | 95% | 84% |103% | 9.7% | 94% | 93% | 9.0% | 85% |Shr.Eq.to Total Assets | 8.5%
MARKET CAP: $21.2 billion (Large Cap) 69.1% | 70.9% | 73.7% | 65.5% | 71.5% | 53.7% | 52.4% | 49.1% | 53.8% | 48.8% | 51.0% | 48.5% |Loans to Tot Assets 47.0%
ASSETS($Mill.) 2004 2005 6/30/06 | 16.9% | 19.5% | 18.5% | 20.2% | 18.2% | 6.5% | 17.5% | 155% | 16.0% | 15.5% | 16.5% | 17.0% |Return on Shr. Equity 16.0%
Loans, 12888 28908 50518 "9 | 111% | 10.8% | 121% | 105% | NMF | 95% | 7.3% | 84% | 89% | 95% | 105% |Retained to Com Eq 11.0%
Other Earning 8336 9429 8324 49% | 46% | 44% | 43% | 45% | NMF | 46% | 53% 47% | 43% | 42% | 39% |All Div'ds to Net Prof 33%
Other 11738 13325 14318 - - ; - "
LIABILITIES($Mill.) BUSINESS: PNC Fmanqal Services Group is one of tlhe largest  reserves, .47% of loans; nonperforming assets, .42% qf loans.
Deposits 53269 60275 63493 banklholdlng companies in the U.S. based on assets. Pr!mary mar- Loan breakdown: Comm., 39%; Consumer, 32%; Resujentlal mort-
Eunds Borrowed - .- _- | kets include DE, FL, IN, KY, MA, NJ, OH, and PA. Businesses in- gage, 15%; Comm. real estate, 6%; Other 8%. Off. & dir. own 1.9%
Total Debt 11964 16897 15651 | clude regional & corp. banking, real estate finance, asset-based of common stock. (3/06 proxy). Chrmn., Pres., & CEO: James
’C“)‘ti‘ﬁé?/mh ;éﬁ gggi ggﬂ lending, wealth & asset mgmt., and global fund services. Net loan Rohr. Inc.. PA. Address: One PNC Plaza, 249 Fifth Ave,,
Total 79753 91966 94914 losses, .32% of avg. loans in 2005. As of 12/31/05, loan loss Pittsburgh, PA 15222. Tel.: 412-762-8257. Internet: www.pnc.com.
Loan Loss ResIv. 607 596 611 | PNC Financial’s focus on cutting costs coming quarters. Too, earnings from

is giving the top and bottom lines a
boost. Notably, the company’s ONE PNC
initiative will likely continue to reduce ex-
penses, mainly through the planned
elimination of about 3,000 positions, of
which about 2,400 have already been
eliminated.

The merger of BlackRock and Merrill
Lynch’s asset management segment
will leave PNC with a 49.8% stake in
the new company. The deal will likely be
immediately accretive for PNC once it is
completed in the fourth quarter. We be-
lieve this ought to boost PNC’'s share net
by about 3%-5% over the first year, and
the company should realize a $1.6 billion
aftertax gain from the deal.

PNC’s high level of noninterest in-
come separates it from the pack. In
fact, second-quarter noninterest income in-
creased by 14% from the year-ago period.
Fee income was helped by corporate serv-
ices and gains from venture capital fees. A
strong pipeline of deals at Harris Williams
& Co., PNC’'s merger and acquisition ad-
visor that it acquired in late 2005, augurs
well for continued fee income over the

BlackRock increased by 19%, to $63 mil-
lion.

Continued share buybacks over the
next few years are likely. We believe a
significant, accelerated share repurchase
is likely (10 million to 15 million) once the
BlackRock deal is complete, as the compa-
ny has about 19 million shares left to be
repurchased on its current buyback au-
thorization. In sum,

We have increased our 2006 share-net
estimate by $0.15, to $5.15. The compa-
ny has done a solid job of increasing and
diversifying its revenue streams. For 2007,
we look for earnings to increase at a low-
teen rate, with help from continued share
buybacks and double-digit growth from
noninterest income.

Investors have rewarded PNC's stock
price over the past year. Notably, these
shares are up about 25% in the past 12
months with help from the solid earnings
improvement. Even so, this neutrally
ranked equity still offers solid total return
potential out to 2009-2011, aided by its at-
tractive dividend yield.

George Y. Lee August 25, 2006

(A) Diluted earnings. Excludes accounting

charge: '92, $0.46. Excludes discontinued op-
erations: 00, 22¢; '01, 2¢; '02, (5¢), '04, (15¢).

counting charge: '01, 2¢.
(B) Dividends historically paid in January, April,
July, and October.

(C) In millions, adjusted for

Next earnings report due mid-October. Incl. ac- | =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.
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THIS VL ARITH.
STOCK INDEX

1y <191 3.0

I 3yr. 61 523

| 5yr. 831 592

1990 | 1991 | 1992 | 1993 | 1994

[
I
1996

21 [T
AT
1999

1997|1998 2001 | 2002 [ 2003

2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

483 | 453
251 174
.08 37

433
1.84
62

421
1.97
12

5.29
2.76
82
.06

5.90
2.54
d.05

12

1225 | 11.28
549
1.62

12

12.31
6.47
177

12

18.23
9.74
4.60

20

6.12
2.86
98
12

850 | 505
418 | 169
111] d114

12 12

33.35
14.15
5.40
32

27.05 | 30.50 |Sales per sh B

12.35 | 13.70 |“Cash Flow" per sh
465 | 5.35 |Earnings per sh AB
.30 .32 |Div'ds Decl'd per sh ©

10.40
4.76
.25

1.92
1.04

94
18

1.87
d2.06

137
191

2.60
1.95

2.92
2.17

5.02
6.67

3.42
8.81

7.19
15.36

6.03
17.65

5.26
22.80

5.16
3.22

588 | 503
436 | 6.22

10.50
63.90

6.48
36.24

13.75 | 1355 |Cap'l Spending per sh
4720 | 51.65 [Book Value per sh

2143 | 2746| 3210 3245| 3283

33.01

3332 | 3354 | 40.12 | 40.28 | 40.66 | 53.69 | 61.06 | 63.76

63.53 | 57.91| 5825 | 59.00 |Common Shs Outst'g® | 60.00

95.6
7.10

16.7
1.07

123
.75

224
132

246
161
3%

76.7
5.13
6%

12.3
80
5%

16.3
84
5%

179
98
4%

9.1
52
5%

36.9
2.31
3%

36
19| | -
| 5% | %

114
.60
5%

10.6
.57
5%

120
.80
5%

Bold figyres are |Avg Ann'l P/E Ratio
ValuejLine Relative P/E Ratio
estimates | ayg Ann’l Div'd Yield

CAPITAL STRUCTURE as of 6/30/06

LT Interest $144.0 mi
(43% of C

LT Debt $2011.6 mill.
(Total interest coverage: 9.0x)

Pension Assets 12/05 $35.7 mill. Oblig.$35.7
Common Stock 58,032,847 shs.

as of 7/25/06

MARKET CAP: $2.8 billion (Mid Cap)

Total Debt $2011.6 mill. Due in 5 Yrs $646.0 mill.

Il
ap'l)

Leases, Uncapitalized Annual rentals $16.7 mill.

mill.

231.8
50.9%

498.0
62.4%

605.5
63.8%

7514
70.3%

1162.0
75.2%

204.0
60.3%

285.2
63.2%

202.8
26.5%

1323.0
67.2%

1225.7
67.0%

1575
58.0%

1800
58.0%

2000
53.0%

Sales ($mill)
Operating Margin

61.9
336

103.2
371

110.9
043.1

104.3
d2.1

131.2
89.0

206.6
88.0

287.8
107.0

325.8
295.1

450
270

495
315

525
325

365.1
261.8

312.2
290.1

Depreciation ($mill)
Net Profit ($mill)

42.9%
17.9%

41.2%
14.5%

47.7%
14.2%

42.1%
25.4%

35.9%
16.5%

32.8% - -
13.0% | NMF | NMF

35.0%
17.5%

38.0%
16.3%

Income Tax Rate
Net Profit Margin

47.3%
19.8%

36.7%
23.7%

31.0%
17.1%

6.6
246.2
107.3

9.1
348.2
146.1

d22.1
4349
249.7

42
375.0
268.5

108.3
365.0
3583

1217
795.0
824.9

138.0
722.9
1077.8

170.8
481.3
1453.7

d75.0
1895
2750

040.0
1795
3045

250
1595
3835

165.4
755.0
17279

1484
1643.5
2098.6

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

2.4%
NMF

14.7%
24.8%

7.1%
10.7%

7.5%
9.9%

16.4%
20.3%

11.4%
31.3%

9.5%
25.4%

NMF
NMF

6.5%
10.0%

7.0%
10.5%

6.5%
8.5%

11.1%
15.1%

8.7%
13.8%

Return on Total Cap'l
Return on Shr. Equity

CURRENT POSITION 2004 2005
(SMILL.)

Cash Assets 57.7

Receivables

Inventory (LCM)

Other

6/30/06

26.9

Current Assets
Accts Payable
Debt Due -
Other 207.8

Current Liab. 280.0

27.6% | 227% | NMF | NMF | 235% | 9.9% | 9.3% | 19.4%

12% | 11% | NMF | NMF 5% 7% 6% 4%

14.4% | 131% | 9.0% | 10.0% [Retained to Com Eq 8.0%
5% 5% 6% 6% |All Div'ds to Net Prof 6%

BUSINESS: Pogo Producing Co. explores for and produces oil and
natural gas in the U.S. and Canada. Also has undeveloped inter-
ests in New Zealand and Vietnam. 2005 average daily production:
oil, 29,897 barrels; natural gas, 250.2 mill. cubic feet. Reserves as
of 12/31/05: oil, 144 mill. barrels; natural gas, 1.2 trillion cubic feet
equivalent. Estimated pretax present value of reserves at 12/05:

$6.6 bill. Acquired Northrock Resources, '05. Sold Thailand inter-
ests, '05. Has 260 employees; about 2,125 stockholders. Four insti-
tutions own a combined 43.0% of stock; officers and directors,
2.6% (3/06 Proxy). Chairman, CEO, & Pres.: Paul Van Wagenen.
Inc.: DE. Address: 5 Greenway Plaza, P.O. Box 2504, Houston, TX
77252. Tel.: 713-297-5000. Internet: www.pogoproducing.com.

Past Est'd 0.
5Yrs.

21.0%
25.5%

ANNUAL RATES  Past

of change (per sh) 10 Yrs

Sales 5.5%
“Cash Flow” 15 5%
Earnings 22.0%
Dividends 14.0% 13.0%
Book Value 32.5% 32.0%

to '09-
9.0%
6.0%
3.0%
6.5%

14.0%

3-'05
u

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

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

3108 2956 2779 2777
307.9 3269 3642 324.0
24838 2746 2832 419.6
3735 3663 395  440.2
450 430 430 490

1162.0
1323.0
1225.7
1575
1800

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

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

144 124  1.06 .86
112 101 135 .59
61 120 101 194
116 1.01 105 143
125 130 130 150

4.60
4.06
476
4.65
5.35

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

Cal-
endar

Full
Year

2002
2003
2004
2005
2006

.03 .03 .03 .03
.05 .05 .05 .05
.05 .05 .05 .0629
0625 .0625 .0625 .0629
075 075 075

12
20
21
25

Pogo Producing’s stock price has
drifted down this year, but is off its
low. Lower natural gas prices and rising
costs have been concerns. Wholesale
changes to the corporate makeup also
prompted caution. The company sold its
Gulf of Thailand interests in 2005 and
subsequently bought a large stake in west-
ern Canadian oil and gas reserves. This
year, Pogo Producing sold a 50% interest
in its once mainstay Gulf of Mexico opera-
tions, for $500 million, and purchased pri-
vately held Latigo Petroleum, based in
Texas, for $750 million. These moves make
Pogo primarily a North American land-
based driller, with good prospects for a siz-
able increase in production, but the benefit
to earnings is taking longer to accrue.

Boosting volume is the priority. One
of the company’'s main areas of focus is
now in the Permian Basin of west Texas—
one of the few places where more oil can
be found in the continental United States.
The ramping up of operations there, and
in Canada, should lead to 30%-35% higher
oil and gas production in 2007. There
should be enough momentum to rack up
another 10%-15% rise in production in

2007, as well. The volume increase, while
impressive, has been expensive to achieve.
Cost control is proving difficult. Rising
lease operating expenses have been a
thorn for Pogo in the side over the past
two years. The company even halted devel-
opment drilling at one point, but has since
restarted those activities. Higher deprecia-
tion charges, owing to high-priced acquisi-
tions, and added interest expense, as a re-
sult of debt financing, are also taking a
toll. In view of rising costs and the dip in
natural gas prices, we now estimate more
or less flat earnings in 2006. Assuming im-
proved price realizations on higher gas
consumption in 2007, share net has the
potential to rise 15% next year.

The shares, poorly ranked for the
year ahead, haven’'t enjoyed the ad-
vance that some others in this group
have. But some of the pieces may be start-
ing to come together. Development of
Pogo’s large reserve base points to steadily
higher production, and debt reduction
would reduce interest expense. That might
lead to the type of sustained profit ac-
celeration investors like to see by 2007.
Robert Mitkowski, Jr. August 18, 2006

(A) Primary earnings until 1996, then diluted.

'91, 5¢: '92, 4¢: 93, 4¢: '94, (1¢); '99, 60¢; ‘00,
(40); 03, (6¢); ‘05, $7.56.

© 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.

Earnings may not sum due to rounding.
Excludes nonrecurring gains (Iosses) '90, 62¢; | Next earnings report due mid-October.

(B) 1st quarter restated for discontinued opera- | (D) In millions.
tions.

(C) Dividends historically paid near the middle
of February, May, August, and November.

Company’s Financial Strength B++
Stock’s Price Stability 60
Price Growth Persistence 50
Earnings Predictability 20

To subscribe call 1-800-833-0046.
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Institutional Decisions THIS  VLARITH.

3Q2005  4Q2005  1Q2006 STOCK INDEX

o Buy Q126 Q136 Q129 Eﬁ;?gs”‘ 33 lyr. 163 0 [C
to Sell 100 113 107 | yaded 15 1]me | | T N PO BN (TP T 3yr. 1193 523 [
Hids(000) 59288 59796 60250 (RO Moty o T LR Tl T RO A T Sy 1369 592

Polo Ralph Lauren Corporation was es-| 1996 1997° | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
tablished in 1967 as an independent mens- | 1326 | 14.67 | 17.17 | 2007 | 2290 | 24.06 | 2471 | 2633 | 3205 | 3554 | 3935 | 42.25 |Revenues per shA 4785
wear company offering a line of premium| 107| 147| 172| 219 | 252| 257| 266 | 266 | 350 43| 465| 5.5 “CashFlow" persh 6.15
quality clothing and sportswear. In 1971, the 89| 120| 125| 149 | 171| L71| 18 | 183 | 247| 287| 330 3.75|EamingspershAB 4.55
first shop-within-a-shop boutique opened . . . . - - .- 15 20 20 20 20 |Div'ds Decl'd per sh 30
along with the launch of womenswear prod- 40 63 142 125| 108 90| 100 122 169| 150| 195| 1.80 [Cap'lSpending persh 175
ucts. On June 17, 1997, an initial public of-| 293 | 583| 660| 793 | 833 | 1016 | 1224 | 1413 | 1625 | 19.45| 2260 | 26.25 |Book Value per sh 37.90
fering of 98.504 million shares was com- | 89.00 | 100.27 | 99.78 | 97.43 | 97.18 | 98.23 | 98.72 | 100.63 | 103.12 | 105.40 | 108.00 | 110.00 |Common Shs Outst'g € | 115.00
pleted at $26.00 a share and was led by | 220 189 124 118 150 | 122 | 153 150| 17.3] Bold figlresare |AvgAnnTP/E Ratio 140
Goldman, Sachs, Merrill Lynch, and Morgan 127 98 il a7 a7 67 87 19 92 | ValuelLine |Relative PJE Ratio 95
Stanley Dean Witter. - - - - - | B% | 5% | 4% | SUTReSavg Ann'l Divid Yield 5%
CAPITAL STRUCTURE as of 4/1/06 1180.4 | 14709 | 1713.1 | 19555 | 2225.8 | 2363.7 | 2439.3 | 2649.7 | 3305.4 | 3746.3 | 4250 | 4650 Revenues ($mill) A 5500

. 145% | 15.4% | 14.4% | 16.9% | 14.3% | 15.8% | 15.6% | 14.2% | 15.5% | 17.7% | 17.5% | 18.0% |Operating Margin 19.0%

Total Debt $280.4 mill 138| 274| 464| 663 | 786| 839 | 786 | 832 | 1036| 1270 140 | 150 | Depreciation ($mill) 180

813 | 1201 | 1253 | 1475 | 1663 | 1686 | 183.7 | 1844 | 257.2 | 308.0 360 415 | Net Profit ($mill) 525

42.0% | 40.8% | 40.7% | 40.8% | 24.9% | 37.5% | 36.5% | 36.4% | 35.9% | 38.8% | 39.0% | 39.0% (Income Tax Rate 39.0%

Leases, Uncapitalized Annual rentals $143.3 mill. 69% | 82% | 73% | 75% | 75% | 71% | 75% | 7.0% | 7.8% | 82% | 85% | 89% |NetProfit Margin 9.5%
. . ) 2123 | 3542 | 3315 | 446.7 | 462.1 | 616.3 | 6656 | 770.2 | 7914 | 535.0 525 675 |Working Cap'l ($mill) 800
Q&%ﬁggfﬁuggem Pension Plan 79|  --| 442 3427 | 2070 | 2854 | 2485 | 277.3 | 2910 | - Nil | Nil |Long-Term Debt ($mill) Nil
260.7 | 584.3| 6589 | 7724 | 809.3 | 998.2 | 1208.8 | 1422.1 | 1675.7 | 2049.6 | 2440 | 2885 |Shr. Equity ($mill) 4360

Common Stock 105,551,852 shs. 26.2% | 20.6% | 18.0% | 13.7% | 15.9% | 13.8% | 13.0% | 11.1% | 13.3% | 15.0% | 15.0% | 14.5% |Return on Total Cap'l 12.0%
as of 6/13/06 31.2% | 20.6% | 19.0% | 19.1% | 20.5% | 16.9% | 15.2% | 13.0% | 15.3% | 15.0% | 15.0% | 14.5% |Return on Shr. Equity 12.0%
MARKET CAP: $6.0 billion (Large Cap) 31.2% | 20.6% | 19.0% | 19.1% | 205% | 16.9% | 15.2% | 11.9% | 14.1% | 14.0% | 14.0% | 13.5% |Retained to Com Eq 11.0%
CUR$I§AIIELI\ETPOSITION 2003 2004  4/1/06 -- -- -- -- -- -- - 8% 8% | % 6% | 5% |All Div'ds to Net Prof %
Cas(h Asé)ets 3435 3505 285.7 | BUSINESS: Polo Ralph Lauren Corporation designs apparel for price retail stores, including 68 Ralph Lauren stores as of 4/1/06.
Receivables 4417 4557 4842 | men and women, home products, accessories, and fragrances. Merchandise include extensive collections of menswear, womens-
Icr)1¥1eenrtory (FIFO) 3231 ﬁg% igg? Business segments: wholesale, retail and licensing. Polo's name wear, and children’s clothing. Has about 12,800 employees.
Current Assets 15713 1413:8 1378:5 brands include Polo, Polo by Ralph Lauren, RL Purple Label, RL  Off./dir. own 45% of common stock (7/05 Proxy). Chairman & CEO:
Accts Payable 187.4 1844 2022 | Black I_.abe_l, _Blue Label, Lauren and others. Polo’'s products are  Ralph Lauren. Inc.: DE. Addr.: 650 Madison Avenue, New York, NY
Debt Due - .- 280.4 | sold primarily in specialty and department stores. Operates 137 full- 10022 Tel.: 212-318-7000. Internet:www.polo.com.
8Lr;fém Liab. géﬂ ggg:g ggg:g Polo Ralph Lauren is poised to have within the children’s category has helped

another solid year in fiscal 2006 (ends to improve sales and margins in the retail

AfNr’]\‘UAL RAThES 1';%“ SF’?St ES"%;’?{F’ March 31, 2007). In late June, the segment. Further, it is the fastest-growing
ofchange (per ) 00, X | retailer raised its first-quarter sales guid- category within the e-commerce channel.
“Cash Flow” - 100% 100% | ance due to higher full-price sell-throughs On a similar note, Polo recently launched
E%@ggs - 10.0% 1313'%?,/} at both the retail and wholesale segments. its Chaps boy's and women's line at all
Book Value T1 170% 145% | As a result, margins are now expected to Kohl's department stores, which total
T = expand by 200-300 basis points from a roughly 700 locations.

Vear. |, QUARTERLYREVENUES (Smill)~ | (i year ago. Additional information is Rugby, the company’s newest brand,
Begins Jun.Per Sept.PerDec.Per MarPerl Year | jmited, but it is apparent that the compa- is doing well. The five Rugby retail

2003 |477.7 7078 6454 8188 126497 | ny's merchandising initiatives are gaining stores currently open have been exceeding

%884 606-8 835-6 381-6 302% gBOg.g traction. management’s plan, with a strong per-

2002 ;gé 1153 1108'5 10;(1)' 4220' Fashion wins have enabled the com- formance in men's and women’s mer-

2007 1000 1250 1200 1200 |ag50 | Pany to expand its women’s business. chandise. Another eight shops are sched-

> This is worth noting since the women’'s uled to open this year.

Fiscal EARNINGS PER SHARE A B Full ; i foiti

Year Fiscal | business was a just small part of opera- Some of the latest acquisitions have
Begins Jun.Per Sept.PerDec.Per MarPerl Year | tjong several years ago. The success of the helped to widen the product assort-

2003 | 04 54 47 .78 | 18| ynscale Blue Label collection has led to ment. Specifically, the purchase of Polo

gggg [112 g;’ gi gé %g; greater contributions from the women’s Jeans and Ralph Lauren Footwear should

2006 ‘65 105 %0 70 | 330 | category. Too, the retailer is benefiting complement the existing core apparel busi-

2007 75 120 100 ‘80 | 375| from the increased popularity of the ness. Expenses related to the acquisitions

UARTERLY DIVIDENDS PAD £ Lauren line, taken over from Jones Ap- should weigh on margins in the short
eﬁggr Ma?Sl 1030 Se0.30 Dec.3l Eg;'r parel in 2003. Notably, Polo has done a term, but the broader selections are good
. better job of marketing the Lauren collec- for the brands’ competitive positions.

%88% - T s s | 0| tion than the former licensee. o We like the company’s business pros-

2002 05 05 05 05 20 Children’s wear seems to be providing pects. But much of the projected profits

2005 | 05 05 ‘05 05 0| @ good growth opportunity. Indeed, the are discounted by the current quote.

2006 | 05 05 05 strategy to broaden luxury merchandise Charles W. Noh August 11, 2006
(A) Fiscal year ends Saturday closest to March | (B) Diluted earnings. Next earnings report due | (C) In millions, Company’s Financial Strength A
31st of the following calendar year. early Nov. Excl. nonrecurrlng gain/(loss): '02, | (D) Results prior to fiscal 1997 are pro forma. Stock’s Price Stability 60

$(0.09); 03, $0.08; '04 $(0.64). (E) Dividends paid mid-Jan, Apr., July.,and | Price Growth Persistence 75
Oct. Earnings Predictability 80
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POPULAR |NC RECENT 18 80 PIE 12 1(Trai|jng: 114 [RELATIVE 0 68 DIVD 3 50/
\ . NDQ-8POP PRICE OV |rato0 LZ, 1 \Median: 130)|PERATIO U.QO | YD  9.970
THELNESS 5 toeesazsts | Mo 50| 88| 193] 188] 189] 144] 183/ 1801 200] 280f 207) 220 Target Price Range
SAFETY 2 Rased®2605 | LEGENDS
—— 15.0 x Earnings p sh
TECHNICAL 1 Raisedsisios | ;- Relative Price Strength 80
B 2-for-1 split  7/96 60
BETA .80 (1.00 = Market) 2-for-1 split  7/98
2-for-1 split 7/04 50
2009-11 PROJECTIONS Options: Yes 2-far- 40
price Gain Ang’éta?rt]al haded area indicates recession ] 30
40" sy 23% s ..TT"T...'"l* 2
Low 30 (+60%) 15% S ALTE L e 20
Insider Decisions |IIII!I 'Iﬂ’—'ﬁﬁ T ST O 15
ONDJFMAMI | i
0By 040000020 /;-I“’ et |!||!!'| TS0 PP E— 10
Options 0 015 0 0 0 0 0 O A %00’ e o = Pee et | Teseats 75
oSl 000000000 LN O 9%TOT.RETURN 7/06 |
Institutional Decisions G THIS  VLARITH.
0005 Q05 102006 | percent 3 Ly Shoe noec L
vel & '8 SR shares 2 i T T A 3y 38 523
Hids(00) 75933 84548 80628 N Sy 167  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
.39 27 .35 40 46 52 67 .75 83 .92 .99 1.09 131 1.74 179 1.96 1.55 1.70 |Earnings per sh A 230
10 10 10 A1 13 14 17 20 25 .30 32 .38 40 51 62 .64 .64 .66 | Div'ds Decl'd per sh Bs .78
2.46 2.62 2.88 319 344 3.95 4.40 5.18 593 5.75 6.41 797 9.10 966 | 1095| 11.78 | 1255 | 13.50 |Book Value per sh 17.40
239.54 | 240.75 | 261.24 | 261.86 | 262.71 | 263.59 | 264.35 | 270.73 | 271.27 | 271.31 | 272.00 | 272.72 | 264.88 | 265.78 | 266.58 | 276.96 | 280.00 | 282.00 |Common Shs Outst'g © | 288.00
8.4 8.2 9.1 9.1 8.6 8.3 9.3 138 18.6 16.6 116 138 12.0 111 131 12.5 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
.62 52 .55 54 .56 56 58 80 97 .95 .75 g1 .66 .63 69 .67 Value|Line Relative P/E Ratio 1.00
30% | 45%| 3.2%| 3.1% | 32% | 32% | 2.8% | 1.9% | 1.6% | 2.0% | 2.8% | 25% | 25% | 26% | 26% | 26% | US| Avg Ann'l Divid Yield 2.3%
CAPITAL STRUCTURE as of 6/30/06 16764 | 19301 | 23160 | 25461 | 28057 | 30745 | 33660 | 36435 | 44402 | 48624 | 51000 | 54000 |Total Assets ($mill) 67500
Total Debt $10198.7 mill. Due in 5 Yrs $2867 mill. | 9338.3 | 10900 | 12167 | 13996 | 14943 | 16892 | 18116 | 21922 | 27554 | 30549 | 33200 | 35500 |Loans ($mill) 45000
LT Debt $10198.7 mill. LT Interest $500.0 mill. 681.3 | 784.0 | 8730 | 953.7 | 9828 | 1077.0 | 1180.3 | 1284.7 | 13755 | 1424.2 | 1460 | 1600 |Net Interest Inc ($mill) 2100
88.8 | 1106 | 137.2 | 149.0 | 1946 | 2133 | 2056 | 1959 | 178.7 | 1953 230 250 |Loan Loss Prov'n ($mill) 260
Leases, Uncapitalized: None. 2055 | 2476 | 2823 | 3729 | 465.1| 4655 | 5237 | 6260 | 6088 7853 | 850 | 950 Noninterestinc (smil) | 1250
Pension Assets $521.7 mill. Pension Oblig. 5419 | 6369 | 710.8 | 8375 | 8775 | 920.1 | 1029.0 | 11131 | 1171.0 | 13282 | 1510 | 1670 |Noninterest Exp (Smill) | 2200
$596.5 mill. 1852 | 209.6 | 2324 | 2576 | 2761 | 3045 | 3519 | 4709 | 489.9 | 537.1 430 480 | Net Profit ($mill) 660
. o . 27.7% | 26.2% | 24.3% | 25.0% | 26.8% | 25.7% | 25.0% | 21.7% | 22.8% | 21.7% | 25.0% | 25.0% |Income Tax Rate 24.0%
Efd SkaSNO”Eg%g%ggms"l'fﬁiD'Vd$11-9 mill. | 1100 | 1.099% | 1.00% | 1.01% | 98% | .99% | 1.05% | 1.20% | 1.10% | 1.10% | .84% | .90% |Return on Total Assets | 1.02%
o g 2T sLashs. 11417 | 15087 | 14322 | 19776 | 14519 | 4009.2 | 4567.9 | 7117.0 | 10306 | 98936 | 10200 | 11000 |Long-Term Debt ($mi) | 12000
MARKET CAP: $5.2 billion (Large Cap) 12625 | 1653.1 | 1859.1 | 1811.0 | 19936 | 2272.8 | 2410.9 | 27544 | 3104.6 | 3449.2 | 3700 | 4000 |Shr. Equity ($mill 5200
ASSETS(SMILL) 2004 2005 630006 | 75% | 86% | 80% | 7% | 7.1% | 74% | 7.2% | 76% | 7.0% | 7.1% | 7.5% | 75% [Shr.Eq.to Total Assets | 8.0%
Loans 27554.4 30549.3 31126.2 | 55.7% | 56.5% | 52.5% | 55.0% | 53.3% | 54.9% | 53.8% | 60.2% | 62.1% | 62.8% | 65.0% | 65.5% |Loans to Tot Assets 66.5%
ggggﬁﬁseg'd_ 1pod3 ha08  BLL6 14T | 12.7% | 125% | 14.2% | 13.8% | 13.4% | 14.6% | 17.1% | 158% | 166% | 115% | 12.0% Return on Shr. Equity | 125%
Other Earning 3 8.7 8. 11.3% | 10.5% | 10.0% | 10.9% | 10.4% | 9.1% | 10.1% | 13.1% | 11.0% | 10.9% | 7.0% | 8.0% |Retained to Com Eq 8.5%
StAhglrLlTlES@MILL) 3026.3 3917.6 4048.3 29% | 30% 31% | 34% 35% | 35% 31% | 29% 34% 4% | 31% 39% |All Div'ds to Net Prof 34%
Deposits 20593.2 22638.0 23449.5 | BUSINESS: Popular, Inc. is a bank-holding co., which offers vari- cessing. Acquired GM Group, Inc., 6/99; Centro Finance, 5/00. Net
Egrqd-sngrgODV\é%? lgggg? 1%38%% %8?83; ous financial services. Its principal subsidiary is Banco Popular, loan losses, .62% of avg. loans in '05. As of 3/31/06 loan loss
Net Worth 31046 34492 34630 which operates primarily in Puerto Rico, with nearly 280 branches reserve 1.5% of loans. Non performing assets, 1.37% of total as-
Other 821.6 12402 704.6 | and 478 ATMs. Banco Popular North America has nearly 135 sets. Chrmn Pres & CEO: Richard L. Carrion. Inc.: Puerto Rico.
Total 44401.6 48623.7 48399.5 | branches throughout The U.S. Banco Popular and its subsidiaries ~ Addr.: Popular Center Building, 209 Munoz Rivera Ave. Hato Ray,
Loan Loss Resrv. 437.1 461.7  483.8 | offers auto leasing, mortgages, personal loans, and information pro-  Puerto Rico 00918 Phone: 787-765-9800. Internet: www.bpop.com.
ANNUAL RATES  Past Past Estd’'03-05| Popular, Inc. continues to report sult of the acquisition of E-Loan, an Inter-
of change (persh)  10¥s, sy 0 &AL | weak bottom-line results. Earnings per net lending business, which was pur-
Earnings 150% 15.0%  4.0% share declined about 29% during the June chased in the fourth quarter of 2005. Com-
Dividends 17.0% 150% 45% | quarter, due in large part to a less profita- parisons may not improve until 2007.
?gfa'fxgé‘éfs 120 139 8% | ble loan portfolio. Although loans in- We are reducing our earnings es-
—— - creased about 10% during the quarter, timates for both 2006 and 2007 by
cal- LOANS (8 mill) Full | thanks to strong commercial and con- $0.15 per diluted share. In addition to
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year | symer lending, the net interest margin weaker credit quality, Popular Inc. will
2003 119161 20141 20942 21922 remained narrow. A competitive lending have to pay more taxes as a result of new
2004 122938 23935 26806 27554 environment in Puerto Rico, as well as ris- laws in Puerto Rico. Nonetheless, we con-
2005 127753 28203 29224 30549 ing interest rates, will likely keep profits tinue to expect results to recover in 2007,
%88(75 g%gg g}égg géggg ggégg under pressure in the second half of 2006.  given the growing Spanish-speaking popu-
Credit quality has also lation in the United States, as well as the
cal- EARNINGS PER SHARE A Full | weakened. Nonperforming asset levels company’s more aggressive efforts to cap-
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | rose jn the June quarter, due in part to ture market share.
2003 | 37 50 48 39 | 174| weaker credit quality at the consumer loan These shares are ranked to underper-
2004 | 43 47 42 47 | 1791 portfolio. The company has had to increase form the year-ahead market. A difficult
2005 | 59 48 42 471 196 it provision for loan losses during the economic environment in Puerto Rico, as
%88(73 Z% ‘31‘21 ‘312 ﬁ %?g June quarter, which also hurt_ bot_tom-line well as the weak out!ook for 2006, has
. - : . . results. We expect there will likely be caused concern among investors. Nonethe-
Cal- | QUARTERLYDIVDENDSPAID®= | Full | some additional credit quality problems in less, Popular’s stock trades at a price-to-
endar | Mar.31 Jun.30 Sep.30 Dec.dl| Year | the real estate and mortgage loan seg- earnings multiple that is lower than the
2002 | .10 10 10 10 40| ments, particularly if housing prices average bank stock, and offers a relatively
2003 | .10 10 135 135 47| decline further. attractive dividend yield. As a result, our
2004 | 135 135 160 160 | 57| Elsewhere, operating costs have in- projections indicate that the stock offers
2005 | 160 160 160 .160 | 64| creased. Expenses related to personnel, above-average appreciation potential for
2006 | 160 160160 fees, and promotional items rose during the 3- to 5-year horizon.
the quarter. Some of the increase was a re- Adam Rosner August 25, 2006
(A) Diluted earnings. Next earnings report due | available. Company’s Financial Strength B+
late Oct. (C) In millions, adjusted for splits. Stock’s Price Stability 100
(B) Dividends historically paid in early Jan., Price Growth Persistence 85
April, July, Oct. = Dividend reinvestment plan Earnings Predictability 90
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mewess 3w | ] 3] B3] 827 508] B[ B3] B[ B3 B3 M3 HI % Tngs e Range
SAFETY 2. Raised 6117105 LEGENDS

= 12.0 x "Cash Flow" p sh
TECHNICAL 3 Raised 7706 |-+ Relaive Price Strength 160
~ 2-for-1 split 12/03 120
BETA 1.00 (1.00 = Market) Oﬂugs.dYes indi . 100
2009_11 PROJECTIONS aded area indicates recession — T T T T o
Price  Gain Anggta'?rt]al il R 60

Hgh 95 E+65%g 15% e 50
Low 65 (+15%) 5% p— 40
Insider Decisions ™ : Ty IIII..-.|' 30

' I

O R e T B L PP L1 "
Opions 01 0120020 g SR ININIA T e, 15
toSeH_ 0 101 2_0 020 O -.".o-.”“p KR EEICEL o eees” T heeet® 9% TOT. RETURN 8/06 |
Institutional Decisions S I THIS  VLARITH.

4Q2005  1Q2006  2Q2006 Percent 15 i . STZOOCZ |N|;El>< L

bl 531 e o3| Shares 10 4 P O PO 1010 Y 00 101 O R PRTTEW T T T I VI
Hids(000) 267196 268220 266992 VAT AT AR RO Sy 1606 704
Praxair Inc. was incorporated in Delaware | 1996 | 1997 | 1998 | 1999 | 2000 [2001 [2002 2003 | 2004 | 2005 | 2006 | 2007 | ©VALUE LINE PUB, INC. |09-11
during 1988 under the name Union Carbide | 1412 | 1504 | 1496 | 1458 | 1582 | 1591 | 1580 | 17.21 | 20.38 | 2372 | 2580 | 28.35 [Sales persh 35.45
Industrial Gases Inc. On June 30, 1992,| 240 | 271| 274| 277| 297| 304| 318 | 336| 394| 461| 505| 555 |“CashFlow” persh 7.15
128,297,841 shares of common stock along | 106 | 127 | 130| 136| 149| 150 | 167 | 175| 210| 250| 280 | 3.5 |Earningspersh A 455
with associated rights of Praxair were dis- 19 2 25 28 31 34 38 46 60 72| 1.00| 1.10 |Divids Decl'd per sh B 1.30
tributed to Union Carbide shareholders ona | 284 | 287 | 242 205| 221 18| 153 | 301 | 206| 272| 325| 3.0 |CaplSpending persh 2.95
one-for-one basis. 6.11 6.74 722 7.20 7.39 7.64 721 947 | 11.15| 12.09 | 1340 | 14.75 |Book Value persh © 21.30

314.98 | 314.75 | 323.03 | 318.10 | 318.76 | 324.29 | 324.54 | 326.09 | 323.62 | 322.78 | 322.50 | 322.00 |Common Shs Outst'g D | 320.00
19.2 195 16.7 16.4 135 15.8 16.7 17.7 188 19.1 | Bold figyres are |Avg Ann’l P/E Ratio 17.0

Total Debt $3166.0 mill.Due in 5 Yrs $1035.0 mill. | 9% | 9% | 12% | 1.3% | 15% | 14% | 14% | 15% | 15% | 15% | "™ |Avg Ann’l Divd Yield 1.7%
|LnTc|D§gt5$§3|7%2pﬂ|lize dle ;gfsfe“ $150.0mill. 44490 [ 4735.0 | 48330 | 46300 | 50430 | 51580 | 5128.0 | 5613.0 | 6594.0 | 7656.0 | 8325 | 9125 |Sales ($mill) 11350
(LT interest eared: 6.9 total nt. cov.: 5.8) 25.3% | 26.0% | 27.1% | 25.8% | 25.5% | 26.1% | 26.5% | 25.6% | 25.2% | 25.4% | 25.5% | 25.5% |Operating Margin 26.0%

(38%of Cap'l) | 4200 | 4440 | 4670 | 4450 | 4710 | 499.0 | 4830 | 5170 | 5780 | 6650 685 720 |Depreciation ($mill) 800
3350 | 416.0 | 4250 | 441.0 | 480.0 | 489.0 | 548.0 | 580.0 | 697.0 | 824.0 945 | 1075 |Net Profit ($mill) 1500

Leases, Uncapitalized Annual rentals $96 mill. 26.4% | 24.3% | 21.3% | 24.2% | 22.9% | 22.9% | 22.0% | 22.6% | 24.5% | 25.1% | 26.5% | 26.5% [Income Tax Rate 26.5%
Pension A556t5'12’°5$929-00”g'|':- $1242 il 75% | 8.8% | 88% | 95% | 95% | 95% | 10.7% | 10.3% | 10.6% | 10.8% | 11.4% | 11.8% |Net Profit Margin 132%
Pid Stock None g " | d8B40| 1310 1050 | d390.0 | d780 | 820 | 1860 | 3320 | d131.0 | 1320 di75[ d225 [Working Cap’l ($mill) d170

1703.0 | 2874.0 | 2895.0 | 2111.0 | 2641.0 | 2725.0 | 2510.0 | 2661.0 | 2876.0 | 2926.0 | 2525 | 2425 |Long-Term Debt ($mill) 2125

Common Stock 322,358,375 shs. 1999.0 | 2197.0 | 2407.0 | 2365.0 | 2377.0 | 2497.0 | 2340.0 | 3088.0 | 3608.0 | 3902.0 | 4325 | 4745 |Shr. Equity ($mill) 6825

105% | 95% | 9.9% | 11.4% | 115% | 11.2% | 13.1% | 11.2% | 11.8% | 13.2% | 15.0% | 16.0% |Return on Total Cap’l 17.5%
- 16.8% | 18.9% | 17.7% | 18.6% | 20.2% | 19.6% | 23.4% | 18.8% | 19.3% | 21.1% | 22.0% | 22.5% |Return on Shr. Equity 22.0%

MARKET CAP $18.5 billion (Large Cap) 14.4% | 164% | 14.8% | 154% | 16.2% | 153% | 18.2% | 14.0% | 13.9% | 15.1% | 14.5% | 15.0% |Retained to Com Eq 16.0%
CURRENTPOSITION - 2004 2005 630106 | 1705 | 1706 | 1% | 20% | 20% | 22% | 22% | 26% | 28% | 28% | 34% | 33% |ANl Divids to Net Prof 28%
ggigic\:&‘?g 12%? 1%23% 14% BUSINESS: Praxair Inc. is the world’s second largest supplier of in-  unit markets thermal coatings (6% of 2005 sales). Acq'd. Liquid
Inventory (LIFO) 328 373 396 | dustrial gases. Its products (atmospheric, process, and specialty ~Carbonics, 1/96. Depr. rate: 5.3%. Had apprx. 27,306 employees
Other 160 201 216 | gases) are used to enhance performance applications. Distribution  as of 12/31/05. Off. & dirs. own 1.3% of common; FMR Corp., 8.2%
Current Assets 1744 2133 2086 | methods are: on-site and packaged. Major markets are: metal (3/06 proxy). Chrmn. & CEO: Dennis H. Reilley; Pres. & COO,
Accts Payable 502 639 576 | fabrication, primary metals, chemicals, healthcare, electronics, Stephen F. Angel. Inc.: DE. Addr.: 39 Old Ridgebury Rd., Danbury,
gﬁ?érDue %1491 gﬂ l?% glass, pulp and paper, and environmental. Surface Technologies ~CT 06810. Tel.: 800-PRAXAIR. Internet: www.praxair.com.

Current Liab. 1875 ~ 2001 2333 | Praxair’s business trends appear Praxair has adopted network optimization
ANNUAL RATES _Past past_Estd 03-05| solid. The company has been winning and efficiency programs aimed at reducing
ofchange (persh)  10¥rs.  5vrs. to'0e‘11 | roughly two-thirds of its contractual bids sourcing costs and increasing supply chain
Sales i 75%  6.0%  9.5% over the past few years. Given that track efficiency. In all, the company has cut
E%?rfi?]':s'ow ﬁg‘:{/‘; g-%‘fﬁ’] %255";//‘; record, the company’s very large backlog plant costs an average of 21% since 2001.
Divideﬁds 1550 16.0% 140% | should be well supplemented. We expect We expect about $175 million in annual
Book Value 135% 85% 120% | revenues to grow in the area of 10% both savings out to 2009-2011.

Cal- QUARTERLY SALES (5 mill) Full this year and next. In North America, pric- Praxair's consistent track record of
endar |Mar31 Jun30 Sep.30 Dec3l| vear | ING iNcreases should benefit the company, earnings growth should continue both
2003 11337 1401 1414 1461 |s6130] Mirroring the strong demand in Canada this year and next. We are forecasting
2004 |1531 1603 1674 1786 |e5940| @nd Mexico. However, on-site hydrogen double-digit gains in both years. The
2005 |1827 1919 1890 2020 |7656.0/ Volumes remain low in part due to the BP strong sales growth we project, along with
2006 2026 2076 2050 2173 | 8325 | refinery outage earlier this year. Mean- a consistent operating margin, drives our
2007 (2200 2275 2300 2350 |9125 | while, in South America, two new projects expectations. Further gains in Brazil and

cal- EARNINGS PER SHARE A Fuil | Starting soon should pace this momentum. Asia, along with strong demand for the
endar |Mar.31 Jun.30 Sep.30 Dec.3l| vear | DESpPite some pricing pressure in Asia, company's core industrial gases, should

2003 | 39 44 45 47 | 175| China’s infrastructure growth will drive support growth for years to come.

2004 | 49 53 53 55 | 210| demand in the region as that country’s Nevertheless, investors should look
2005 59 63 61 67 | 250| need for industrial gases climbs as it looks elsewhere for now. These shares offer
2006 68 75 72 75 | 290 to further develop its economy. below-average potential for capital gains
2007 77 83 82 83 | 325| Operating margins will likely remain to the 2009-2011 period. Moreover, the is-

Cal- | QUARTERLY DIVIDENDS PAID B ray | Tairly flat. The company is including sue is only ranked to perform in line with
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | More cost-recovery clauses in its customer the market for the year ahead. The compa-
2002 | 095 095 095 .09 33| agreements to guard against sudden in- ny's stock price continues to rise, mirror-
2003 | 108 108 108 135 46| creases in materials costs. It also has en- ing its track record of sustainable earnings
2004 | .15 15 15 15 60| tered into dollar-denominated contracts to growth. To date, the equity’s price is near-
2005 | .18 18 18 18 72| guard against foreign currency risk in ing an all-time high.

2006 | .25 25 25 weaker-currency countries. In addition, Eric M. Gottlieb September 15, 2006
(A) Primary thru '96, diluted thereafter. (B) Dividends historically paid mid-March, | (D) In millions, adjusted for stock split. Company’s Financial Strength B++
Excl. nonrecur. gains and (losses); '96, (18¢); | June, September, December. Stock’s Price Stability 90
'97, (4¢); '98, (6¢); '99, (3¢); '03, (2¢); '05, | (C) Incl. intangibles: At 6/30/06: $1,664 mill.; Price Growth Persistence 85
(30¢). Next earnings report due late October. | $5.16/share. Earnings Predictability 100
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to Sell 147 120 151 | traded 4 11 1Y E R T T P AT TA FITN [TR 3yr. 727 523 [
HId's(000) 149436 146986 143651 1| AR IIIIIIIIIII A RETRTEE IR Sy, — 592
The Principal Financial Group, organized | 1996 | 1997 | 1998 | 1999 | 2000 2001¢ 2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
as an individual life insurer in 1879, was cre- 1091 | 11.08 | 1145 | 1161 | 11.33 | 1234 | 14.17| 1595 17.75 [Premium Inc per sh 2240
ated by the demutualization of Principal 851 | 879 | 940 | 988 | 10.66 | 10.86 | 11.98 | 1350 | 15.00 |Investment Inc per sh 18.95
Mutual Holding Company on 10/26/01. The 132 | L74| 105| 177 | 234 | 246| 296| 335| 3.70 |Earnings persh A 470
initial public offering was concurrent with the - - - 25 45 55 65 5 .83 |Div'ds Decl'd per sh P 1.05
demutualization and resulted in the issu- --| 17.33 | 1894 | 1991 | 2279 | 2510 | 27.82 | 34.85| 38.15 |Book Value per sh 49.10
ance of 115 million shares to the public at 360.80 | 360.80 | 360.10 | 334.40 | 321.20 | 304.70 | 280.60 | 268.00 | 265.00 |Common Shs Outst'g B | 260.00
$18.50 each through a syndicate headed by - -~ [ 119% | 138% | 136% | 143% | 141% Price to Book Value 130%
Goldman Sachs. Policy holders received an 215 | 155 | 132 | 141| 149 Bold figires are |Avg Ann’l P/E Ratio 135
additional 261 million shares in the 1.10 85 90 74 78| ValuelLine |Relative P/E Ratio 90
demutualization. | 9w | 15% | 15% | 15% | "5 |Avg Ann'l Divd Yield 17%
CAPITAL STRUCTURE as of 6/30/06 30376 | 3996.4 | 4122.3 | 3881.8 | 36348 | 3710.0 | 3975.0 | 4280 | 4710 |Premium Inc ($mill) 5825
Total Debt $1530.5 mill. Due in 5 Yrs $800 mill. 3072.0 | 3172.3 | 3383.6 | 3304.7 | 3420.3 | 3226.5 | 3360.7 | 3620 | 3980 |Investment Inc ($mill) 4925
LT Debt $894.2 mill. LT Interest 31650-/0 "f“g | 1287.3 | 1576.3 | 1600.7 | 1636.0 | 23510 | 1472.0 | 16832 | 1800 | 1980 |Other Income ($mill) 2450
(12% of Cap') 82969 | 8745.0 | 9338.6 | 9312.8 | 9453.8 | 86325 | 9016.4 | 9700 | 10670 |Total Income ($mill) 13200
Leases, Uncapitalized: Annual rentals $153.3 5260.9 | 5232.3 | 5482.1 | 5216.9 | 4861.1 4960 | 5282.9 5690 6250 |Loss Reserves ($mill) 7725
mill. 28.1% | 28.3% | 18.0% | 6.9% | 23.7% | 20.3% | 20.7% | 26.0% | 26.5% |Income Tax Rate 26.5%
gfmo;miﬁsset&lﬂ% $1297.8 mill. Oblig. 4752 | 6281 | 380.7 | 619.9 | 746.6 | 7395 | 9199 | 900 | 985 |Net Profit ($mill) 1220
L mill ! . --] 80| 85[ 845 750 760 1026 | 90.0[ 950 |Insurin Force ($bill) 120
perpetual Pfd Stock 3542 mil. Pfd Divd $8.3 84405 | 83351 | 89861 |107754 |113798 | 127035 | 131300 | 144430 | Total Assets ($mil) | 178590
Common Stock 269,286,643 shs. 62525 | 6820.3 | 6657.2 | 7309.7 | 7544.3 | 7807.2 | 9340 | 10100 |Shr. Equity ($mill) 12775
100% | 5.6% | 9.3% [ 10.2% | 9.8% | 102% | 95% | 9.5% |Return on Shr. Equity 9.5%
MARKET CAP: $14.5 billion (Large Cap) 100% | 56% | 81% | 82% | 7.7% | 79% | 7.5% | 7.5% |Retained to Com Eq 7.5%
FIN&I’:IAELA)L POSITION 2004 2005 6/30/06 - | 14% | 19% | 20% | 20% | 225% | 22.5% |All Div'ds to Net Prof 22.5%

Cash Assets 4525 16413 1216.9
Fin. Receivables 628.5 592.7 626.8
Securities (for sale) 56918.6 57470.0 58124.0

BUSINESS: The Principal Financial Group is a leading provider of
retirement, savings, investment, and insurance products and serv-
ices, with $120 billion in assets under management and approxi-
mately 13 million customers. Has two major segments: Asset Man-
agement & Accumulation contributed 52% of 2005 revenues and
71% of earnings, Life & Health Insurance (48%, 29%). Mortgage

Banking was sold in 2004. About 7% of revenues are from over-
seas. Has about 14,500 employees. Officers & Directors own less
than 1% of common stock; Northern Trust Corp., 7.0%. (4/06
Proxy). Chairman, President, and CEO, J. Barry Griswell; CFO,
Michael H. Gersie. Inc.: DE. Address: 711 High Street, Des Moines,
|A 50392. Telephone: 515-247-5111. Internet: www.principal.com.

Other 55798.5 67331.4 71461.7
Total Assets 113798.1127035.4131429.4
Deposits 32183.3 33612.1 35512.6
Long-Term Debt 1860.1 898.8 894.2
Other 72210.4 84717.3 88177.9
Total Liab. 106253.8119228.2124584.7
ANNUAL RATES Past Past Est'd '03-'05
of change (per sh) 10 Yrs 5Yrs. t0 '09-'11
Premium Inc - -- NMF
Invest Income -- -- 6.5%
Earnings - - 13.0%
Dividends - - 21.0%
Book Value - -- 11.5%
Cal- TOTAL INCOME ($ mill.)c Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year
2003 | 2296.8 2412.4 2266.1 2478.5| 9453.8
2004 | 2257.1 20479 21118 2215.7| 86325
2005 | 2148.6 2200.7 22219 2445.2| 9016.4
2006 | 2391.7 2448.4 2409.9 2450 | 9700
2007 | 2600 2650 2660 2760 [10670
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2003 .63 .62 .63 46 2.34
2004 .60 .54 .66 .66 2.46
2005 .68 .76 75 17 2.96
2006 .85 .82 83 .85 335
2007 91 .90 .93 .96 3.70
Cal- QUARTERLY DIVIDENDS PAIDP Eull
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 -- -- .25 25
2003 -- -- -- 45 45
2004 -- -- -- 55 .55
2005 -- -- -- .65 .65
2006 - -

Principal Financial Group is on pace
to deliver earnings improvement in
the 10%-15% range in 2006. The compa-
ny had over $206 billion in assets under
management (AUM) in the second quarter,
a 14% increase from the year-ago period.
The retirement solutions specialist should
continue to generate solid AUM over the
next few quarters.

The U.S. Asset Management & Ac-
cumulation division is the key to the
company’s top- and bottom-line
growth. The segment’s Principal Global
Investors was the main driver in the sec-
ond quarter, as earnings there increased
by 50% compared to the year-ago period.
We look for the segment to continue to
grow earnings at a high single-digit rate
over the next few quarters, with help from
steadily increasing AUM.

Performance at the company’s other
divisions will likely be mixed. Results
from the Full Service Accumulation and
Life Insurance divisions were somewhat
disappointing in the June period. How-
ever, the International Asset Management
and Accumulation segment offers some
bright long-term growth possibilities. The

increase of pension assets in Mexico and
Brazil hold solid prospects for Principal Fi-
nancial. Too, the company continues to
seek expansion in China, where it has
formed some beneficial joint ventures.
China holds some significant growth
potential for mutual fund and retirement
investments, party due to its large popula-
tion and also because many of the people
there still uses bank deposits for savings.
Other parts of Asia, including Hong Kong
and India, should help the division’s bot-
tom line as well.

We look for 2007 share net to increase
by about 10%, to $3.70, aided by steady
AUM growth in most of Principal's busi-
ness segments.

Neutrally ranked Principal shares are
not a compelling choice right now.
Wall Street has rewarded this stock with a
15% run-up over the past 12 months, part-
ly thanks to the strong earnings perform-
ance over that span. Although we look for
share net to steadily improve out to
2009-2011, the recent advance has al-
ready accounted for much of the bottom-
line gains we expect.

George Y. Lee August 25, 2006

(A) Diluted earnings. Excludes non-recurring | report due late October.
(B) In millions.
(C) Pro-forma from 1/99 through 9/01.

items: '00, (28¢); '01, (9¢). Excludes capital
gains/(losses): '99, 74¢; '00, 26¢; '01, (88¢);
'03, (5¢); '04, 4¢, 1Q '06 (11¢). Next earnings

© 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.

ber.

(D) Dividend historically paid in early Decem-

Company’s Financial Strength B++
Stock’s Price Stability 90
Price Growth Persistence 90
Earnings Predictability 75
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Total Liabilities

12028.9 12791.1 13180.3

RECENT 23 98 PIE 12 6 Trailing: 13.3'}|RELATIVE 0 72 DIVD 0 20/
. NYSE-PGR PRICE . RATIO , U \Median: 17.0/ |PIERATIO U, YLD L70
High: 4.1 6.0 10.1 14.3 14.5 9.3 12.6 15.1 21.2 24.3 31.2 30.1 i
TIMELINESS 4 Lowered 3106 Low | 29 3.4‘ 51| 78| 57| 38| 68| 11.2| 11.6| 183 | 203 | 222 Target Price Range
. 2009 | 2010 |2011
SAFETY 2 Rased6l405 | LEGENDS
3 i 7 Relaove pree Stendih 128
TECHNICAL 3 Rased 92206 |- Relave Proe Sieng o
BETA .90 (100 = Market) 4o it 5106 30
lons:
2009-11 PROJECTIONS haded area indicates recession 64
. ~ Ann'l Total 48
Price  Gain Return Afor-1 40
High 30 (+25%; 6% 0
Low 25 (+5% 2% I S B CE T T
Insider Decisions 2ol —— I“Iurl UL W~a LT I PP PR 24
ONDJIFMAM IIII.""Il'
0By 0000000000 el 16
Options 0 1 0 004 300 | A 12
toSeH' 1 100 .0.2 300 |I'|I ||l L II |T||rr/' . N % TOT. RETURN 8/06
Institutional Decisions i [[. . il ||| 0 IR SRS T ONT A S THIS  VLARITH.
4Q2005  1Q2006 202006 | percent 24 e So | e ||I ll: 1 °* ° o 1y STOZCT |N$E£<
toB 177 160 162 pdl T . -1 - - -
toSel 150 200 188 | wasy g I . T L | 3y 396 494 [
Hid(000) 602260 582180 560004 Mtedaatran ot oo T ol 00 T EREERESSEREATRRTITTOTTO O (oot T st Eo ) 0T Syr. 1300 704
19901991 (1992|1993 | 1994 | 1995|1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
143 1.69 177 193 2.56 315 373 483 5.69 6.48 7.20 813 | 1019 | 1232 | 1544 | 16.15| 18.85| 19.75 |PICPremEarnedpsh” | 22.15
A7 .20 19 .16 19 23 26 32 34 .39 44 AT 52 51 57 .63 .85 .80 |Investment Inc psh B 1.00
.01 d.06 .06 21 21 18 32 32 A48 12 d.32 .39 .78 157 2.30 192 1.95 1.85 | Underwriting Inc p sh B 2.00
.09 .05 15 .30 25 27 .35 44 51 33 .08 46 81 141 1.85 1.75 2.00 1.80 |Earnings per sh © 1.90
.01 .01 .02 .02 .02 .02 .02 .02 .02 .02 .02 .02 .03 .03 .03 .03 .03 .04 |Div'ds Decl'd per sh © 10
49 .61 .66 1.05 1.25 1.61 1.95 2.46 294 3.14 3.25 3.69 432 541 6.05 717 8.05 9.60 [Book Value per sh 14.00
831.60 | 759.60 | 805.20 | 865.20 | 854.40 | 865.20 | 858.00 | 867.60 | 870.00 | 877.20 | 882.00 | 880.80 | 872.00 | 920.40 | 852.80 | 852.40 | 770.00 | 760.00 |Common Shs Outst'g & | 700.00
241% | 242% | 255% | 285% | 233% | 212% | 226% | 301% | 367% | 319% | 198% | 275% | 310% | 308% | 351% | 345% Price to Book Value 200%
133 28.7 109 10.0 117 12.6 12.7 16.8 212 30.1 NMF 222 16.6 119 115 14.2 | Bold figyres are |Avg Ann'| P/E Ratio 14.0
.99 183 .66 59 a7 84 80 97 1.10 172 | NMF 1.14 91 .68 61 .76 Value|Line Relative P/E Ratio .95
1A% | 10%| 9% | 6% | 6% | 5% | 4% | 3% | 2% | 2% | 3% | 2% | 2% | 1% | 1%| 1%| ="F'"  |AvgAnnlDivd Yield 1%
CAPITAL STRUCTURE as of 6/30/06 3199.3 | 4189.5 | 4948.0 | 5683.6 | 6348.4 | 7161.8 | 8883.5 | 11341 | 13170 | 13764 | 14400 | 15000 |P/C Premiums Earned A | 15500
Total Debt $1185.2 mill. Due in 5 Yrs Nil 69.9% | 70.8% | 68.2% | 74.9% | 83.2% | 73.5% | 70.9% | 67.4% | 65.0% | 68.0% | 68.0% | 69.0% |Loss to Prem Earned 70.0%
LT Debt $1185.2mill. LT Interest ?f?fg?'gap,l) 20.1% | 202% | 21.8% | 21.6% | 21.7% | 21.4% | 215% | 19.9% | 20.2% | 20.1% | 20.0% | 21.0% |Expense to Prem Writ | 21.0%
0 e .
. g 10.0% | 89% | 10.0% | 3.5% | -4.9% | 51% | 7.6% | 12.7% | 14.9% | 11.9% | 12.0% | 10.0% |Underwriting Margin 9.0%
L tal Al | rentals $26.0 mill.
Leases, Uncapitalized Andualtentals S26.0mil 8% | 309% | 30.0% | 28.3% | -- | 30.0% | 322% | 326% | 32.71% | 32.3% | 325% | 325% |Income Tax Rate 25%
Pfd Stock None 316.6 | 400.0 | 456.7 | 2974 66.1 | 4114 | 7184 | 12452 | 1597.2 | 1393.9 | 1575 | 1400 |Net Profit ($mill) 1350
53% | 57% | 56% | 55% | 57% | 52% | 47% | 3.9% 41% | 40% | 45% | 4.5% |InvInc/Total Inv 5.0%
Comfm?“/Stock 772,229,334 shs. 6184 | 7560 | 8463 | 9705 | 10052 | 11122 | 13564 | 16282 | 17184 | 18899 | 21000 | 22500 |Total Assets ($mill) 24500
as of 7/31/06 16769 | 21359 | 25571 | 27528 | 28698 | 32507 | 3768.0 | 50306 | 5155.4 | 6107.5 | 6200 | 7300 |Shr. Equity ($mill) 9800
Market Cap: $18.5 billion (Large Cap) 18.9% | 18.7% | 17.9% | 108% | 23% | 12.7% | 191% | 248% | 310% | 22.8% | 255% | 19.0% [Return on Shr. Equity | 14.0%
FINANCIAL POSITION 2004 2005 G730/ | 17-7% | 17.9% | 17.2% | 101% | 16% | 120% | 185% | 243% | 305% | 22.4% | 25.0% | 19.0% [RetainedtoComEq | 13.0%
(SMILL.) 6% 4% 4% 6% 30% 5% 3% 2% 1% 2% 1% 2% |All Div'ds to Net Prof 5%
Efonc‘ffs gg%g lgg%g 1%2282 BUSINESS: The Progressive Corporation of Ohio is an insurance  Georgia, 5.4% Ohio, 5.3%; other states, 54.6%. Statutory surplus,
Premiums Due 2287.2 2500.7 2662.9 | holding company that writes standard and nonstandard (i.e., high  $4.7 billion at 12/05. Has 28,336 employees. Peter B. Lewis con-
Other 3192.0 2919.9 2991.9 | yisk) private passenger automobile coverage. Also writes recrea- trols 6.7% of common stock; other off./dirs., 1.5%; Ruane, Cunniff,
Total Assets 17184.3 18898.6 19602.6 | tional vehicle, mobile home, nonstandard commercial vehicle, and ~ 13.0%; (3/06 Proxy). Chrmn.: Peter B. Lewis. President and CEO:
lLJoss Resde}rjves ?&ggg iggg% igggg credit-related insurance. 2005 geographical premium breakdown: ~ Glenn Renwick. Inc.: Ohio. Addr.: 6300 Wilson Mills, Mayfield Vil-
Oaed FIems - e 59027 oa5q.; | Florida, 12.7%; Texas, 8.0%; New York, 7.0%; California, 7.0%; lage, Ohio 44143. Tel.: 216-461-5000. Web: www.progressive.com.

ANNUAL RATES Past Past Est'd '03-'05
of change (persh) 10 Yrs. 5Yrs. t0'09-'11
Premium Inc 19.0% 18.0% 8.0%
Invest Income 11.5% 8.0% 10.0%
Earnings 20.0% NMF 1.5%
Dividends 45%  5.0% 24.0%
Book Value 17.0% 15.0% 21.5%
Cal- NET PREM. EARNED ($ mill.) A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 Pp598 2775 2928 3040 (11341
2004 B094 3234 3277 3565 (13170
2005 B350 3454 3479 3481 (13764
2006 p501 3564 3650 3685  [14400
2007 PB600 3700 3750 3950 {15000
Cal- EARNINGS PER SHARE © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 33 31 37 40 141
2004 A48 44 43 .50 1.85
2005 51 49 .39 .36 1.75
2006 .55 51 .50 A4 2.00
2007 45 45 45 45 1.80
Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 | .006 .006 .006 .006 .03
2003 | .006 .006 .006 .006 .03
2004 | .006 .006 .008 .008 .03
2005 | .008 .008 .008 .008 .03
2006 | .008 .008 .009

Progressive Corp. continues to face a
challenging operating environment.
In the June period, growth of net
premiums earned slowed to only 3%, year
over year, compared to almost 5% in the
March quarter. We believe that the slow-
down was mostly attributed to increased
competition. Other companies have allo-
cated increased funds for advertising and
marketing and have reduced insurance
rates to attract additional customers. In
response, PGR has lowered its rates,
which caused the average earned premium
per policy to fall by 3% over the last six
months and has been largely unsuccessful
at attracting sizable new business. For the
year, we look for premiums earned to in-
crease by only 4%, since competition
remains fierce. However,

The company’s Commercial Auto seg-
ment continues to perform well. In the
June interim, earnings per share from this
division increased to $0.10, compared to
$0.06 in the year-ago period, an advance of
over 65%. The strong results mostly
reflected PGR’s recent expansion into the
New Jersey and West Virginia markets.
But, looking out to decade’'s end, we es-

timate that annual growth at this division
will slow considerably, since further ex-
pansion opportunities seem limited and
competition should become more intense.
Progressive continues to repurchase
its shares. In the June period, it bought
back about 7.1 million shares for approxi-
mately $270 million. Currently, it is au-
thorized to repurchase an additional 60
million shares, and we believe that the
company generates a sufficient amount of
cash to complete this program by the end
of the 2009-2011 period.

These shares are ranked 4 (Below
Average) For Timeliness. This issue has
decreased in price by almost 10% since our
June report and weak premium growth
may continue to impact the stock over the
next several months. Furthermore, looking
ahead, we estimate that income advances
from the Commercial Auto segment will
slow considerably and annual premium
growth may remain at a low single-digit
rate out to decade’s end. Thus, Progres-
sive's stock already trades near the low
end of our projected Target Price Range
out to the 2009-2011 period.

lan Gendler September 22, 2006

(A) Includes some D&O liability insurance.

(B) Before income taxes. (C) Diluted Operating
Earnings starting in 2002. Excluding. n/r gains
(losses): '91, (21¢); '94, 21¢; '96, (1¢); '99 (4¢);
© 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 (9¢). Included capital gains/(losses): '92,
5¢; '93, 32¢; '94, 7¢; 95, 13¢; '96, 2¢; '97, 28¢; | June, September, and December.
'98, 3¢; '99, 14¢; '00, 8¢; '01 (32¢).

Next quarterly earnings report due early Nov.

(E) In millions, adjusted for

(D) Dividend historically paid in late March,

Company’s Financial Strength A
Stock’s Price Stability 90
stock splits. Price Growth Persistence 90
Earnings Predictability 35

To subscribe call 1-800-833-0046.
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Total Assets

Bonds 14412.6 15472.4 14965.9
Stocks 589 121.0 1235
Mortgages 3005.4 3287.7 3411.3
Other 9734.5 10085.8 10451.3

RECENT 6 PIE 9(Trai|ing: 125')|RELATIVE 0 69 DIVD l 90/
PROTECTlVE |_||:E CORP NYSE-pL |PRICE 4 44 RATIO 11 Median: 130/ |PERATIO U.OJ |10 1,70
TMELNESS 4 weeszioos | ROV 157) 339 8| 353 298| Bo| 5as| 30| 47| B3| £3| 23 Target Price Range
SAFETY 2 Raised12105 | LEGENDS oL
—— 11.5 x Eamings p sh
TECHNICAL 3 Lowered 414006 | ;- - Relative Price Strength 100
2-for-1 split  6/95 80
BETA .95 (1.00 = Market) 2-for-1 ;pht L N Y e e Y Y e T T e T s e 64
Options: Yes
2009-11 PROJECT|AON’|ST 1) |-Shaded area indicates recession 2'-f0r-1 PYPPRNSRNN BUSS B fofobololoh el 48
- Price Gairfl’ ngetg?na NI ITEL AT i Irwrrrr“f‘l“ﬁ"f'rl 32
o 52 G35 5% L e Y Al FUTIE 2
Insider Decisions et ""/( SO LLi 20
ASONDIJFMA| sttt N B 16
0By 00000000 0f el o . o
Optons 1 0 0 000400 '”II"""I me
toSeH' 1 302 .0'0 500 % TOT. RETURN 6/06 |8
Institutional Decisions THIS  VLARITH.
STOCK INDEX
vy O o g — . e B
to Sel 105 105 104 | traded 2 Iy LT T LT [ | | I 3yr. 842 639 |
HIs(o00) 54359 54671 55160 T AR R AR RERRRRD I ([T Sy 493 597
1990 [ 199119921993 [ 1994 [ 1995 1996 [ 1997 [ 1998 [1999 | 2000 [2001 [2002 [2003 [ 2004 [2005 [ 2006 [ 2007 | ©VALUE LINE PUB., INC. [09-11
455| 501| 59| 677| 7.34| 606| 803| 847 | 1029 | 11.80| 1291 | 9.03 | 11.40 | 1067 | 10.06 | 1042 | 11.45| 11.90 |Premium Inc per sh 15.40
251| 427| 519| 661 762| 7.79| 841| 959| 988 | 1049 | 1142 | 1291 | 1502 | 1494 | 1561 | 1687 | 17.85| 19.15 |Investment Inc per sh 23.10
52| 66| 78| 103 129| 134| 147| 178| 204| 232| 208| 201| 243| 279| 332| 370| 390| 4.35 |Earnings persh A 5.80
8 21| 28| 25| 28| 31| 35| 39| 43| 47| 5| 55| 5| 6 69| 76| 84| .92 |Divids Decldpersh Bs | 116
407| 460| 514| 659| 493| 862| 1000| 1230 | 1465 | 1341 | 17.26 | 2044 | 2506 | 2002 | 31.19 | 3121 | 3430 | 37.85 |Book Value persh D 5105
5463 | 54.68| 54.76| 5477 | 5485 6109| 6155| 61.64 | 6444 | 6450 | 6456 | 6850 | 68.68 | 68.99 | 69.45 | 69.96 | 70.00 | 70.50 |Common Shs Outsty C | 71.50
81% | 104% | 125% | 149% | 217% | 152% | 180% | 198% | 239% | 259% | 155% | 148% | 122% | 100% | 122% | 133% | 140% | 130% |Price to Book Value 125%
63| 73| 82| 95| 83| 98| 122| 137| 172| 150| 128| 150 | 126 | 105| 114| 112 | Boldfigyresare |AvgAnn'l P/E Ratio 115
47| 47| B0 56| 54| 66| 76| 79| 89| 86| 83| 77| 69| 60 60| 60| Valelline |Relative PJE Ratio 75
6% | 4.3%| 35%| 26% | 26% | 24% | 19% | 16% | 12% | 14% | 19% | 18% | 19% | 22% | 18% | 18%| ="' |AvgAnn'IDivd Yield 1.8%
CAPITAL STRUCTURE as of 3/31/06 4942 | 5223 | 6628 | 761.3 | 8337 | 6187 | 783.1 | 7359 | 698.7 | 7289 | 800 | 840 |Premium Inc ($mill) 1100
Total Debt $797.8 mill. Duein 5Yrs $450.0mill. | 5175 | 591.4 | 6364 | 6764 | 737.3 | 884.0 | 1031.2 | 1030.8 | 1084.2 | 11805 | 1250 | 1350 |Investment Inc ($mill) 1650
(LJTD"ftgtrf;ggé?n'gg_'-7 QX)LT Interest %5?09 2}"}:&1 0| 264 6| 672| 92| 1382| 1115 | 1002 | 1203 | 1578 | 1813| 20| 110 |Other Income (Smil 150
o 00 CaPY) | 10380 | 11473 | 1366.4 | 15339 | 17001 | 16142 | 10145 | 1886.9 | 19407 | 20007 | 2250 | 2340 |Total Income ($mill) 2900
Leases, Uncapitalized Annual rentals $7.7 mill. 6450 | 6831 | 785.8 | 864.6 | 989.6 | 9726 | 1162.2 | 11516 | 1130.4 | 1253.4 | 1330 | 1400 |Benefits & Reserves ($m)| 1740
34.0% | 34.0% | 35.3% | 36.0% | 35.8% | 32.7% | 34.4% | 22.7% | 30.0% | 26.5% | 33.0% | 33.0% |Income Tax Rate 33.0%
Pension Assets-12/05 $113.7 mill. Oblig. $111.3 | 890 | 1120 | 130.8 | 1531 | 1375 | 1411 | 1713 | 1970 | 236.0 | 263.7| 280 | 310 |Net Profit ($mill) 425
mill. 505| 551 | 451 | 373 | 420| 428 | 515 538 | 550| 735| 80.0| 850 [Insurin Force ($bill) 100
Pid Stock None 8263 | 10512 | 11989 | 12994 | 15146 | 19719 | 21953 | 24574 | 27211 | 28967 | 30550 | 32050 |Total Assets ($mill) 37000
Common Stock 69,889,419 shs. 615.3 | 7582 | 944.2 | 865.2 | 11141 | 1400.1 | 1720.7 | 20021 | 2166.3 | 2183.7 | 2400 | 2670 | Shr. Equity ($mill) © 3650
as of 5/9/06 145% | 14.8% | 13.9% | 17.7% | 12.3% | 10.1% | 10.0% | 9.8% | 10.9% | 12.1% | 11.5% | 11.5% |Return on Shr. Equity | 115%
MARKET CAP: $3.2 billion (Mid Cap) 111% | 11.6% | 11.0% | 14.2% | 94% | 7.4% | 7.6% | 7.7% | 8.7% | 9.7% | 9.0% | 9.0% |Retained to Com Eq 9.5%
FIN&mEILA)L POSITION 2004 2005 3/3L006 | 23% | 22% | 21% | 20% | 24% | 26% | 24% | 22% | 20% | 20% | 21% | 21% |All Div'ds to Net Prof 20%

27211.4 28966.9 28952.0

BUSINESS: Protective Life Corp. is an insurance holding company
whose subsidiaries acquire, create, sell, and administer a wide vari-
ety of insurance and investment products. 2005 pre-tax income
derived from: individual life, 41%; acquisitions, 20%; guaranteed in-
vestment contracts, 14%; investment products, 8%; credit insur-

Coast Life, 1997; sold dental insurance business, 1/02. Has about
2,190 employees, 1,895 stockholders. Officers and directors own
1.3% of common stock; Barclays Global Investors, 6.0% (3/06
proxy). Chairman, President & CEO: John D. Johns. Incorporated:
Delaware. Address: 2801 Highway 280 South, Birmingham, AL

ESE?;"@%MS 19707_'1_ 21340_'? 21418_'6: ance and service contracts, 6%; and other, 11%. Acquired West 35223. Telephone: 205-268-1000. Internet: www.protective.com.

%Taelruab zggig'(lj 22%’5'2 zggig'g Protective Life has completed its ac- occur sometime in the third quarter. We
: ' ——— quisition of the Chase Insurance expect this addition to contribute modestly

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ Group. The purchase, made along with to the bottom line this year.

o change fpersh) - 10%rs, - SXis, 08I | Goldman Sachs and Wilton RE for $1.2 Investment income might be con-
Invest Income 80% 85%  7.5% billion, closed in early July and ought to be strained somewhat. Growth in account
E.ﬁf.'&'ngs lg-g‘;f g-ggﬁ) 13-8‘;? accretive to earnings in the September balances and higher asset yields have been
BoakValue 1650 150% 85% | quarter. The Chase business should more more than offset by higher funding costs

- than double Protective’s fixed-annuities associated with the increase in the LIBOR

Cal- | QUARTERLY INCOME ($ mill) Full | revenue, as well as add to its term and interest rate. Indeed, the company’s in-
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | njversal life sales. The addition is also vestment spreads were almost 20% lower

2003 |480.7 4951 4616 4495 118869 | |jkely to help turn around the company’s in the first quarter than they had been in

%ggg éggg éggg gggg ‘5‘?‘51513 %ggg; Acquisitions division, which has experi- the prior year.

2006 |5746 550 560 5654 D250 enced a steady decline in operating income The Annuity businesses are in an im-

2007 15700 580 590 600 3o | Over the last few years. We look for this proving trend. Annuity sales were up

" addition to add between $0.10 and $0.15 a 21% in the first quarter versus the prior-

Cal- M ElARN'NGS PERSHARED | Full | share to the bottom line in the second half year period, and likely continued to gain
endar |Mar3l Jun.30 Sep30 Dec.3l| Year | o¢ ¢hig year, and $0.25 to $0.30 a share in ground in the second quarter. Moreover,

2003 | 65 .67 70 .77 | 2791 2007. Further, the company is in the pro- the aforementioned Chase Insurance

%88‘; gg gé gg 182 g% cess of negotiating an opportunity to sell Group purchase should benefit this busi-

2006 ‘90 95 100 105 | 390/ fixed annuities through the JP Morgan ness in _the second half. A JP Morgan

2007 | 105 105 110 115 | a35| Chase retail system. If this deal goes Chase distribution deal would also boost

5 through, we expect it to add about $0.05 to this line.

Cal- | QUARTERLYDVIDENDSPAD®= | Full | earpings in 2007. These shares are untimely. They also
endar |Mar.31 Jun.30 Sep30 Dec3l| Y&l | the company has agreed to purchase offer below-average price appreciation

2002 | .14 15 15 15 59| the vehicle extended-service contract potential to 2009-2011. Moreover, the

2003 | .15 16 16 16 63| pusiness of Western General. Pro- stock’s dividend yield is only a hair above

%ggg %gs gg gg gg gg tective will pay $33 million in cash for the the Value Line average.

2006 | 195 215 ’ ) operations at closing, which is expected to Jerry W. Gray Jr. July 21, 2006
(A) Primary egs. through '96; diluted thereafter. | ized gains (losses): '06, 11¢; ‘05, 24¢; '04, 20¢; | historically paid in early March, June, Sept., | Company’s Financial Strength B++
Includes realized capital gains (losses): '01, | '03, (28¢);02, 9¢; '01, (54¢); '00, 32¢. Ex- |and Dec. =Dividend reinvestment plan avail- | Stock’s Price Stability 95
(20¢); 00, (7¢); '99, (3¢); '98, 2¢; '96, 3¢; '94, | cludes non recurring gains (losses): '04, (22¢). | able. (C) In mill., adjusted for stock splits. Price Growth Persistence 85
10¢; '93, 3¢; '91, (4¢); '90, (4¢). Excludes real- | Next egs. report due in mid-Aug. (B) Dividends | (D) Reflects SFAS 115 starting with 1993. Earnings Predictability 90
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RECENT Trailing: 15.6 RELATIVE DIVD
PRUDENTIAL FIN LNYSE w5 78,2600 14.0CEE N 08108 Lon e |
High: 33.7| 36.0 422| 556| 786 | 803 Target Price Range

;TFEELTlsESS g Ea'se‘:i j LEGENDS | Low: | 20.0| 253| 27.0| 401 521 728 2005 2050 011

ase = 14.0 x Earnings p sh

TECHNICAL 3 Raised 7146 | .+ Relatve Price Stengh 200
BETA 1.10 (1.00 = Market) haded area indicates recession | | | | | | | | | | | | oo l-....

2009-11 PROJECTIONS 100
. ~ Ann'l Total - 80
Price  Gain Return e

High 135 §+75%3 16% i 60
Low 100 (+30%) 8% = 50
Insider Decisions I.,"’“'," ! 40

ASONDUJFMA |.--||Mlﬁ"/ 30

toBly 00 000O00O0OO L
Options 0 0 0000000 20
oSl 000000000 R R D % TOT. RETURN 6/06
Institutional Decisions e THIS  VLARITH.

2 102 1021 STOCK INDEX

to Buy 3Q2?)03§ Q2040§ Q2010§ Eﬁ;?gg“ ig 1yr. 19.6 18 [

to Sell 216 216 238 | traded 6 ALl , l1. | 3yr. 139.5 639 |
Hus(00) 256907 260375 261030 T Sy — 597
Prudential Financial, Inc. was first estab-| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
lished in 1896, and completed its initial pub- 1410 | 1627 | 1752 | 1680 | 20.23 | 23.15| 26.30 |Premium Inc per sh 34.10
lic offering of 126.5 million shares at $27.50 898 | 888 | 944 | 1030| 1375| 1515 | 1570 |Investment Inc per sh 17.25
on December 21, 2001, after the 131 212| 254 | 361| 483| 560| 630 |Earnings persh AD 850
demutualization of The Prudential Insurance 31 40 50 63 78 90| 1.00 |Div'ds Decl'd per sh B 1.40
Company of America. Goldman, Sachs & 3366 | 35.18 | 38.03 | 4048 | 4353 | 46.30 | 50.00 |Book Value per sh 64.75
Co. was the lead underwriter in the IPO. 583.58 | 584.51 | 534.85 | 524.00 | 497.49 | 475.00 | 460.00 |Common Shs Outst'g C | 440.00

93% | 89% | 91% | 114% | 147% | 170% | 175% |Price to Book Value 185%

CAPITAL STRUCTURE as of 3/31/06 239 14.7 137 128 13.2 | Bold fig res are Angnn’I PJE Ratio 14.0
Total Debt $16969 mill. Due in 5 Yrs $11845 mill. 12| 80| 78 68| 70| Valuelline |Relative P/E Ratio 93
LT Debt $7284 mill. LT interest $400 mill. 10% | 13% | 14% | 1.3% | 12% | "™ |Avg Annl Divd Yield 1.2%
(LTinterest earned: 13.0 (26% of Cap') 5826.0 | 8227.0 | 9509.0 | 93730 | 88040 | 10066 | 11000 | 12100 |Premium Inc (smill) © | 15000
Leases, Uncapitalized: Annual rentals $192 mill 5224.0 | 5239.0 | 5193.0 | 5049.0 | 5398.0 | 6839.0 | 7200 | 7225 |Investment Inc ($mill) O | 7600

6835.0 -- -- | 5659.0 | 5904.0 | 6038.0 | 6210 | 6325 |Other Income ($mill) © 6800

Pension Assets- 12/05 $9945 mill. _ 17885 | 13466 | 14702 | 20081 | 20106 | 22943 | 24410 | 25650 |Total Income ($mill) © | 29400

o1d Stock None Oblig. $8091 mill. 77210 | 99290 | 11104 | 11091 | 11158 | 12616 | 13100 | 14000 |Benefits & Reserves ($m) 16500
352% | 39.5% | 33.6% | 32.5% | 27.0% | 21.8% 29% | 30% |Income Tax Rate 30%
1116.0 | 764.0 | 1182.0 | 1331.0 | 1831.0 | 2542.0 | 2930 | 3275 |Net Profit ($mill) 4450

Common Stock 492,000,000 shs. - 1259 | 1681 | 1692 | 1800 | 1812 | 1896 | 1950 | 2000 |Insurin Force ($bill) 2200
as of 3/31/06 » - 202826 231305 |223300 |252538 | 329478 | 345291 | 380000 |400000 |Total Assets ($mill) 525000
MARKET CAP: $38.5 billion (Large Cap) 13741 | 19646 | 20562 | 20340 | 21200 | 21654 | 22000 | 23000 |Shr. Equity ($mill) 28500
F'Némﬁ'LA)L POSITION 2004 2005 3/31/06 81% | 39% | 57% | 65% | 8.6% | 11.7% | 135% | 14.0% |Returnon Shr.Equity | 155%

| 81% | 3.0% | 48% | 52% | 7.1% | 10.0% | 11.5% | 12.0% |Retained to Com Eq 13.5%

I\B/I%r;td% os li%ég 1%‘7%‘713 1%‘71%? - 24% 16% | 21% 18% 15% | 15.0% | 14.5% |All Div'ds to Net Prof 14.0%
Polic?/ I?oans 2919 2967 3094 | BUSINESS: Prudential Financial, Inc. is one of the largest life insur-  Insurance, 35% of '05 pretax adj. operating income; Investment,
Other 190054 200902 215560 | ance companies in the United States. The company provides a 20%; International, 40%; Corporate & Other, 5%. Acq. Skandia
Total Assets 329478 345291 360891 | wide range of insurance, investment management, and other finan-  U.S. Inc., 5/03; joint venture with Wachovia, 7/03. Has about

\ . cial products and services. It has over 15 million individual and insti- 38,853 employees. Chairman, President & Chief Executive Officer:

Sﬁg;%sb%%?s 125491_ 1225‘}6_ 123997_ tutional clients in the United States and over 30 foreign countries.  Arthur Ryan. Address: 751 Broad Street, Newark, New Jersey
Separate Accounts 115568 157561 170134 | Prudential conducts its principal businesses through four segments:  07102. Telephone: 973-802-6000. Internet: www.prudential.com.
(Tjé?aelruab. 3(6);228 332233 3332% We expect share earnings at Pruden- to higher fees from growth in account

——— tial Financial to grow by about 16% in values and increasing sales from third-
é\f’\c"':‘;]AeL(Re/r*lhE)S 1'8‘$?; 5P$rsst Esgoqog?’l'l% 2006. In 2007, share net should advance party distribution.

P } . %%% | by roughly 13%. Prudential’s profitability Prudential remains active on the ac-
Invest Income -- --  80% | and attractive growth potential are en- quisition front. The company has com-
E?Vflfélggdss -: - %g-gg;o hanced by its strong brand name and pleted the integration of the retirement
Book Value _ 22 “gow | diverse product mix, which enable it to business acquired from CIGNA in 2004.

thrive within the competitive markets it Its acquisition of Allstate for roughly $560

Cal- | QUARTERLY INCOME (§mill) © Full | serves. Strong earnings-per-share growth million closed recently. Over the next two
endar | Mar.31 Jun.30 Sep. 30 Dec. 31| Year | jo™ |ikely to continue to the end of the years, the company will take over the ad-
2003 | 5048 5224 4841 4968 20081 | gecade. Return on equity ought to contin- ministration of Allstate’s variable an-

%88;‘ ‘51?738 éggi gggg gggg ggégg ue to increase during this time period, as nuities. As part of the agreement, Pruden-

5006 | 5960 6100 6200 6150 |24410 well. We also anticipate a significant re- tial will have exclusive distribution rights

2007 | 6200 6400 6600 6450 |2s650 | duction in the share count, as the board to sell variable annuity products through

EARNINGS PER SHARE A D has authorized the repurchase of up to Allstate’s distribution force. This move

Cal- Mar31 Jun. 30 Sen 30 Dec. 31 Full | $2.5 billion of stock in the current year should help Prudential strengthen its posi-
endar_|Mar.31 Jun. 30 sep. 30 Dec. 31| Year | 5)opnq tion in the variable annuity market. We

5883 56 gg gg 8‘6‘ %-24 We anticipate strong results in most expect the company to continue to look for

ZOOg 112 113 146 106 4'8% of Prudential’'s businesses. The compa- attractive acquisitions in the coming

2006 | 136 135 150 139 | s560| NY has particularly good growth prospects years. )

2007 | 150 150 175 155 | 630| On the international scene. Prudential's Shares of Prudential are ranked to

cal QUARTERLY DIVIDENDS PAID® Ful Life Planner business continues to be suc- outperform the broader market in the
enga'r Mar.3L Jun.30 Sep.30 Dec.3l Ygar cessful in Japan and Korea. As a result, coming year. The stock may also appeal

we look for the International Insurance to patient investors. As the company has

%88% - - - ‘5‘8 'gg and Investments division to continue to in- solid projected earnings growth for the

2004 | -- B O 's3 | crease adjusted-operating income in the coming years, the shares have worthwhile

2005 | -- B B 78 | coming years. We also expect solid per- total return potential to late decade.

2006 | - .. formance from the Insurance Division, due Michael F. Napoli July 21, 2006
(A) Diluted operating earnings of Financial | Next earnings report due early August. (D) Includes Financial Services Business. Ex- | Company's Financial Strength A
Service Businesses. Earnings per sh were | (B) Dividends historically paid in mid- | cludes Closed Block Business. Stock’s Price Stability 85
$6.34 in 2005, $3.31 in 2004, $1.98 in 2003, | December. Price Growth Persistence NMF
and $1.25 in 2002. (C) In millions. Earnings Predictability 95
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ANNUAL RATES Past

Past Est'd '03-'05

RECENT PIE Trailing: 239} | RELATIVE DIVD
RAYON'ER |NC. NYSE-RYN PRICE 3746 RATIO 20.8(Median: 180/ | PIE RATIO 1].8 YLD 50%
High:| 18.1| 183 236| 233| 235| 21.7| 227| 261| 289| 331| 417 | 475 i
TIMELINESS 4 Loweeosisios | {000 12.6‘ 14.7| 157| 163| 16.1| 139| 159 | 163 | 17.8| 250 | 29.0| 362 Tz%rggt ESES Rzagff
SAFETY 3 New8i1ss LEGENDS o
= 10.0 x "Cash Flow" p sh D
TECHNICAL 3 Raisedd405 | .-, Relative Price Strengih 100
3-for-2 split  6/03 80
BETA 1.00 (1.00 = Market) %—fct)'r-z sg{llt 10/05 3-fdr-2 64
lons:Yes T T 1T T T/ oAU T U e
2009-11 PROJ ECTII-\(I)JI;I’ISTotaI haded area indicates recession 3 for-2 ¥ 48
I
Price  Gain  Return T ] /\\r.w;'llh*”o--- ----------- »
High 60 (+60%) 16% O L
low 40 ((+5%[3 7% \/’\I\I/ | e .u!"l' " 24
Insider Decisions — T R T ety 20
NDJFEMAMIJ I""”"'"':,."'!‘, e UTIL LT I"",.' i L Lk 16
By 110000100 [t "Lyt weseart by pene | D sebevs 12
Opions 120211201 ot FeeT N T SRR RN -
oSl 120211201 e % TOT. RETURN 8/06 |8
Institutional Decisions S%EK VLMﬁJRE,;H_
4Q05 102006 202006 | percent 12 L
B 130 126 140 ! H L lyr. 144 71
tosel 98 s don|Shares 8 o T e T A 3yr 740 494 [
Hids(0o) 45003 46202 49065 11T AT T AR RRARRR R [LEPLITLTTm Sy 1367 704
Rayonier's origins can be traced to the | 1996 [ 1997 1998 {1999 | 2000 | 2001 |2002 [2003 | 2004 | 2005 | 2006 | 2007 | ©VALUE LINE PUB., INC. |09-11
founding of Rainier Pulp and Paper Compa- | 17.88 | 17.35 | 16.14 | 1680 | 20.12 | 1893 | 17.92 | 14.97 | 1610 | 1565 | 16.60 | 17.95 |Sales per sh 20.85
ny in Shelton, WA, in 1926. With the con-| 267| 293| 264| 282 | 418 | 380 | 353 | 283 | 414 | 357| 375 385 “CashFlow” persh 450
solidation of several pulp companies in| 117 | 132 99| 108| 125 93 85 J7| 205| 157| 175 185 |Earings pershA 250
1937, the company became Rayonier In- 52 53 55 57 64 64 64 70| 149| 171| 188 196 |Div'ds Decl'd per sh Bs 2.04
corporated. In 1968, Rayonier became a| 266 | 208 | 143 | 149 145| 125| 123 | 116| 119| 113| 155| 165 |CaplSpending persh 1.70
wholly owned subsidiary of ITT Corporation | 946 | 994 | 10.23 | 1059 | 1115 | 1152 | 1138 | 967 | 1062 | 1170 | 1155 | 1150 |Book Value per sh 12.30
and in February of 1994 again became an | 6589 | 63.64 | 6248 | 61.67 | 60.99 | 61.53 | 6237 | 7353 | 74.97 | 7550 | 76.70 | 76.70 |Common Shs OutstgC | 76.70
independent company when ITT distributed [ 1437 146 | 197 | 181 | 142| 209 | 253 | 300 | 143 225 | Boidfiglresare |AvgAnn'lPJE Ratio 200
all of the common shares to stockholders. 90 84| 102| 103 92| 107| 138| 171 76| 120| ValuelLine  |Relative P/E Ratio 135
CAPITAL STRUCTURE as of 6/30/06 31% | 28% | 28% | 29% | 36% | 33% | 30% | 30% | 51% | 48% | "' |avgAnnIDivid Yield 4.3%
Total Debt $556.5 mill. Duein 5Yrs $295.0 mill. | 11780 | 1104.2 | 10086 | 1035.9 | 1226.9 | 11649 | 1117.4 | 1100.9 | 1207.0 | 1180.7 | 1275 | 1375 |Sales ($mill) 1600
. . 32.2% | 23.4% | 22.0% | 22.6% | 31.0% | 27.7% | 26.2% | 22.9% | 26.2% | 25.0% | 26.5% | 26.5% |Operating Margin 26.5%
LT Debt $554.7mill. LT Interest $50.0 mil. 99| 993 | 1011 | 1054 | 1769 | 177.0 | 1657 | 1579 | 1538 | 1474| 150 150 |Depreciation (smill) 150
(Total interest coverage: 4.2X) (39%ofCapl) | 788 | 873 | 636| 687| 782 569 | 542 | 500 | 1569 | 1218| 135| 145 |Net Profit ($mill) 195
. . 20.1% | 27.6% | 29.4% | 30.0% | 28.0% | 305% | 22.4% | 10.4% | 10.4% -- | 16.0% | 25.0% [Income Tax Rate 25.0%
Leases, Uncapitalized Annual rentals $4.1 mill. 6.7% | 7.9% | 63% | 6.6% | 64% | 4.9% | 48% | 45% | 13.0% | 10.3% | 11.0% | 11.0% |Net Profit Margin 12.0%
Pension Assets-12/05 $206 mill. Oblig. $244 mill. ™56 8" 1040 1000 | 77.7| 748 | 822 | 51| 973 | 582 | 1840| 210 200 |Working Cap'l (Smill 200
Pfd Stock None 4307 | 4213 | 4859 | 11329 | 9704 | 842.2 | 649.6 | 6149 | 6103 | 5552 | 555 | 525 [Long-Term Debt ($mill) 400
Common Stock 76,570,449 shs. 6234 | 6327 639.0 | 6529 | 680.1 | 7088 | 709.7 | 7111 | 796.4 | 884.9| 885 | 880 |Shr. Equity ($mil) 945
as of 7/21/06 87% | 95% | 7.1% | 50% | 7.2% | 58% | 6.2% | 55% | 12.8% | 10.0% | 11.0% | 12.0% [Return on Total Cap'l 16.0%
. . ! 12.6% | 13.8% | 10.0% | 10.5% | 115% | 8.0% | 7.6% | 7.0% | 19.7% | 13.8% | 155% | 16.5% |Return on Shr. Equity | 20.5%
MARKET CAP: $2.8 billion (Mid Cap) 72% | 83% | 45% | 51% | 5.7% | 25% | 20% | 8% | 5.7%| NMF| NMF| NMF |Retained to Com Eq 4.0%
CU?&%TAIIEL’\I{])- POSITION 2004 2005 6/30/06 | 430 | 40% | 55% | 52% | 50% | 69% | 74% | 8% | 71% | NMF| NMF| NMF |AllDivds to Net Prof NMF
Cash Assets 841 1462  165.0 | BUSINESS: Rayonier Inc. became a REIT in 1/04; formerly a lead-  pulp mills and three lumber manufacturing facilities in the U.S. 37%
ﬁ‘?l‘éﬁ%arbm(,s:wo) gég ggé 1(7)22 ing international forest products company engaged in the trading, of '05 sales were exports, primarily to Asia Pacific (18%) and West-
Other y 342 340 5g.2 | merchandising and manufacturing of logs, timber and wood prod- ern Europe (11%). Has about 2,000 empls. Officers & directors own
Current Assets 300.7 354.1 4033 | ucts (47% of ‘05 sales), and in the production and sale of chemical, about 3.77% of common stock ('05-10K). Chrmn., Pres. & CEO:
Accts Payable 76.3 66.4 80.0 | fluff and paper pulps (53%). The company manages 2.2 million W.L. Nutter. Inc.: NC. Addr.: 50 North Laura Street, Jacksonville, FL
Ber?t Due ﬁgg 108'431 11%.&(3) acres of timberland in the U.S. and New Zealand. It operates two 32202. Tel.: 904-357-9100. Web: www.rayonier.com.
ther . . . - - .-
Current Liab. 2425 1701 1918 | Rayonier is well positioned for a good world's largest manufacturers of acetate-

share-net recovery in 2006. Its real
estate segment has not yet seen any signs
of a slowdown in demand for rural
properties in the corporation’s Florida and
Georgia markets. In fact, we expect the
division to perform particularly well in the
second half of the year, reflecting many
development contracts that RYN already
has or that are likely to finalize soon. Also,
its performance fibers business is on solid
footing. Rayonier has made good progress
shifting its fiber product mix to higher-
margin, less price-sensitive specialty cel-
lulose (from 55% to 63% of total prod-
uction), and signing numerous supply con-
tracts (see below) with end users. Indeed,
the company commented that its land-
holdings sector and performance-fibers
unit ought to produce solid results for the
next few quarters. In 2007, we look for a

moderate earnings expansion.
The company has finalized many long-

of change (persh) ~ 10Yrs. 5Yrs. t0'09-'11
Sales -5%  -2.5% 5.0%
“Cash Flow” 35%  1.5% 4.5%
Earnings 2.0% 6.0% 9.5%
Dividends 17.5% 17.0% 8.0%
Book Value 5% -- 2.5%
Cal- QUARTERLY SALES (§ mill) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 | 2659 2959 2676 2715 (1100.9
2004 2937 3369 2789 2975 (1207.0
2005 |2750 290.3 2995 3159 (1180.7
2006 |277.2 3121 336 349.7 [1275
2007 |330 335 345 365 [1375

Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2003 13 49 13 .02 a7
2004 .99 .57 31 18 2.05
2005 .32 45 46 .34 157
2006 .30 AT .50 A48 1.75
2007 .35 .50 .50 .50 1.85

Cal- QUARTERLY DIVIDENDS PAID Ba Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002 | .16 .16 .16 .16 .64
2003 | .16 18 18 18 .70
2004 | 373 373 3713 3713 1.49
2005 | 413 413 413 471 171
2006 | .47 A7 A7

term contracts to supply specialty cel-
lulose fibers. With the signing of a five-
year $500 million contract with China Na-
tional Tobacco, Rayonier has secured pur-

chase commitments from many of the

based products. These agreements, many
of which extend out to 2011, lock up 80%
of the corporation’s production for the next
five years, representing two million tons
and more than $2 billion in revenue. RYN
has attained a leading position in cellulose
specialties by developing technical ex-
pertise that allows it to customize prod-
ucts to precise customer specifications.
Rayonier should be able to raise its
dividend and pay down debt for years
to come. As a REIT, the company is re-
quired to distribute a substantial portion
of income to shareholders. Given the favor-
able earnings prospects we envision, fur-
ther dividend hikes are likely. Additional-
ly, we expect the company to also have suf-
ficient financial wherewithal to lower its
debt burden, starting in 2007.

Rayonier shares may appeal to inves-
tors seeking current income, although
the issue is ranked to underperform the
broader market over the next six to 12
months. The total return potential merits
consideration, based on modest share price
appreciation and higher dividends.
Dominic B. Silva October 6, 2006

(A) Diluted earnings. Excl. non-recurring gain | (B)

$0.32. Next earnings report due late Oct.
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Dividends historically paid late March, | = Dividend reinvestment plan available.
(losses): '92, ($2.06); '95, $0.35; '96, ($2.63); | June, Sept., and Dec. Special cash dividend of | (C) In millions, adjusted for stock splits.
'05, $1.11. Discontinued operations loss: ‘05, | $61 million, $.96 a share, paid December 19,

(D) Became REIT in 1/04.

2003 for REIT conversion.

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

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 14.8 | RELATIVE DIVD
REGIONS FINANCIAL wsear 52" 36,790 136Gz )4 07778 3.0v il
TMELNESS 3 rasestorns | FOV) 158) B3| 304 %3 (8| 13| 28| 20| 42| w3 | 3| e Target Price Range
SAFETY 1 Rased2o406 | LEGENDS
—— 13.0 x Earnings p sh
TECHNICAL 3 Lowered /06 | ;- Relaive Price Strengtn 80
_ 10% Div  3/93 60
BETA 1.00 (1.00 = Market) 2»fé)r-1_sp|\t/03/97 20
2000-11 PROJECTIONS | 2o v ! B S R pepepepepes pepepepeps X
. .~ Ann'l Total| Shaded area indicates recession ety v I e
_ Price Galrfl’ Retgrn II.H" h 1 Hrtthy T (I FTTLEAA AN Lt gg
[1(%] ﬁg E:%goﬁg 59502 — /",_Ll-. o [eateasee on Il! 1 L T AL 2
Insider Decisions bun T I||||”II 15
ONDIJFMAMJMMTILT g Pt ey
toBy 001000000 LACIR 10
Options 1 3 0253201 e
Sl 010233601 % TOT. RETURN 7106 >
Institutional Decisions THIS  VLARITH.
302005 4Q005  1Q2006 STOCK  INDEX
to Buy Q157 Qleo Q128 Eﬁ;ﬁssm 2 \ | ) lyr. 123 30 [
to Sell 148 157 182 | yaded P Y T YN ¥ PR TP |1 AORNRRTY [ 1 PRYINN 1| Y| 8 ) 0 YY1 XTI YT OO Y RO L AT 3yr. 397 523 [
HIds(000) 145156 155607 158145 T T T R Sy 692  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
a7 .88 1.05 122 1.38 1.52 1.50 1.78 1.82 1.90 1.86 1.88 2.20 2.35 2.32 2.15 2.70 2.80 |Earnings per sh A 330
.34 32 37 42 49 53 57 65 .75 81 87 91 94 1.00 | E1.33 1.36 1.40 1.44 |Div'ds Decl'd per sh Bs 1.60
5.89 6.38 7.85 8.40 912| 1002| 1033 | 1133 | 11.02 | 1123 | 1274 | 1421 | 1529 | 1615 | 2301 | 23.26 | 24.15| 25.45 |Book Value per sh 29.90
89.01 | 89.76| 83.66 | 101.36 | 111.13 | 112.25 | 154.71 | 168.76 | 272.17 | 272.93 | 271.32 | 284.06 | 273.26 | 275.75 | 467.08 | 456.35 | 453.00 | 450.00 |Common Shs Outst'g € | 440.00
79 10.6 11.0 111 9.8 10.0 12.6 15.2 17.6 147 9.7 12.8 124 12.0 135 15.4 | Bold figyres are |Avg Ann’l P/E Ratio 13.0
.59 .68 .67 .66 64 67 79 88 92 .84 .63 .66 .68 .68 71 .82 Value|Line Relative P/E Ratio .85
6% | 3.4%| 3.2%| 3.1% | 36% | 35% | 3.0% | 24% | 23% | 29% | 48% | 38% | 35% | 36% | 42% | 41%| ="' |AvgAnn'IDivd Yield 3.8%
CAPITAL STRUCTURE as of 6/30/06 18930 | 23034 | 36832 | 42714 | 43688 | 45383 | 47939 | 48598 | 84106 | 84786 | 86750 | 89500 |Total Assets ($mill) 105000
13136 | 16201 | 24050 | 27806 | 31000 | 30466 | 30549 | 31730 | 56772 | 57621 | 59000 | 61000 |Loans ($mill) 70000
LT Debt $6293.4 mill. ~ LT Interest $360.0 mill. 700.5 | 8289 | 1324.8 | 1425.9 | 1388.8 | 14255 | 1497.6 | 1474.6 | 2113.0 | 2820.6 | 2950 | 3000 |Net Interest Inc ($mill) 3400
Duein 5 Yrs $3838 mill. 200| 418| 605| 1137| 1271 | 1654 | 1275 | 1215 | 1285| 1650 | 120 | 180 |Loan Loss Provin ($mill) | 250
2207 | 2586 | 4747 | 537.1 | 574.0 | 9819 [ 12589 [1398.8 | 1654.4 | 18134 | 1925 | 2000 [Noninterest Inc ($mill) 2250
Leases, Uncapitalized None 5538 | 600.3 | 982.3 | 1064.3 | 1121.2 | 1500.7 | 1759.7 | 1840.3 | 2401.7 | 3047.0 | 2950 | 2975 |Noninterest Exp ($mill) | 3300
229.7 | 299.7 | 5024 | 5254 | 509.7 | 526.7 | 619.9 | 651.8 | 870.3 | 1000.5 | 1250 | 1280 |Net Profit ($mill) 1450
Pension Assets-12/05 $402 mill. Oblig. $465 mill. | 32.1% | 32.7% | 33.6% | 33.1% | 28.7% | 28.9% | 28.7% | 28.5% | 29.7% | 29.6% | 31.0% | 31.0% |Income Tax Rate 31.0%
Common Stock 454,034,000 shares 121% | 1.30% | 1.36% | 1.23% | 1.17% | 1.16% | 1.20% | 1.34% | 1.03% | 1.18% | 145% | 1.45% |Return on Total Assets | 1.40%
4473 | 400.2 | 571.0 | 1750.9 | 4478.0 | 4747.7 | 5386.1 | 5711.8 | 7239.6 | 6971.7 | 6200 | 6500 |Long-Term Debt ($mill) 7500
MARKET CAP: $16.7 billion (Large Cap) 1598.7 | 1912.9 | 3000.4 | 3065.1 | 3457.9 | 4035.8 | 4178.4 | 4452.1 | 10749 | 10614 | 10950 | 11450 |Shr. Equity ($mill 13150
84% | 83% | 81% | 72% | 7.9% | 89% | 87% | 9.2% | 12.8% | 12.5% | 12.5% | 12.5% [Shr. Eq. to Total Assets | 12.5%
ASSETS($Mill.) 2004 2005 6/30/06 | 69.4% | 70.3% | 65.3% | 65.1% | 71.0% | 67.1% | 63.7% | 65.3% | 67.5% | 68.0% | 68.0% | 68.0% |Loans to Tot Assets 66.5%
Loans 56772.2 57621.4 58352.8 | 14.4% | 157% | 16.7% | 17.1% | 14.7% | 13.1% | 14.8% [ 14.6% | 8.1% | 9.4% | 11.5% | 11.0% [Return on Shr.Equity [ 11.0%
Funds Sold 1an8 0103 1335 T 8w | 10.0% | 104% | 99% | 7.8% | 69% | 8.6% | 85% | 35% | 35%| 55% | 55% Retained to Com Eq 5.5%
Other Earning 147.0 92.1 31.6 38% | 36% 38% | 42% | AT% | 48% | 42% | 42% 56% 63% | 51% 51% |All Div'ds to Net Prof 48%
Other 12955.5 13390.4 14100.4 _ — : - _
LIABILITIES($Mill.) BUSINESS: Regions Financial Corp. (formerly First Alabama problem assets, 0.67%. Loan portfolio as of 12/31/05: resid. mort.,
Deposits 58667.0 60378.4 61404.8 | Bancshares) has over 1,300 banking offices in AL, AR, FL, GA, IL, 22%; other RE, 24%; construction, 13%; consumer, 15%; commer-
Funds Borrowed 5995.6 4966.3 5728.6 | IN, IA, KY, LA, MS, MO, NC, SC, TN & TX. Merged with Union cial, 26%. Had 24,457 full-time equivalent employees on 6/30/06.
Long-Term Debt 7239.6 6971.7 6293.4 | Planters, TN 7/04. Acq'd Morgan Keegan, 3/01, First Commerical, ~ Off. & dir. own 3.7% of shs. (4/06 proxy). Chrmn.: C. E. Jones, Jr.
gﬁg Worth 10749.5 10614.3 10698.4 | AR 7/98: Allied Bancshares, GA, 1/97. Net loan losses, .23% of Pres. & CEO: J. Moore. Inc.: DE. Addr.: 417 N. 20th St., Birming-
er 14547 18549 1937.6 avg. loans in 2005. Loan loss reserves, 1.32% of loans (6/30/06); ham, AL 35202. Tel.: 205-944-1300. Web: regionshank.com
Total 84106.4 847856 86062.8 | 29 : il ; : L Tel - Web: regionsbank.com.
LoanlossResrv. 7547 7835 7778 | In late May, Regions agreed to merge Initially, the merger offer represented
ANNUAL RATES  Past Past Est'd’03-05| with AmSouth Bancorporation, having a 2% discount to the price of AmSouth
of change (persh) ~ 10Yrs,  5Yrs.  10'09-11 | finished assimilating its 2004 acquisition shares on the day prior to the an-
Loans 45%  35%  50% | of Unjon Planters in 2005. The proposed nouncement, but now represents a slight
gs 50% 4.0%  6.0% Ot - : :
Dividends 100% 85%  45% combination would create a bank with al- premium. Although another bidder could
Book Value 85% 125%  6.0% most $140 billion of assets and branches in top Regions’ offer, or AmSouth sharehold-
Total Assets 45% 35% 50% | 16 states. The deal is subject to the usual ers might reject the deal, we think both
Cal- LOANS ($ mill.) regulatory and shareholder approvals. possibilities are unlikely.
endar |Mar.31 Jun.30 Sep.30 Dec.31 Regions is offering 0.7974 share of its Meantime, Regions’ earnings have
2003 |31111 31259 31128 31730 stock for each AmSouth share, in a rebounded smartly thus far in 2006,
2004 [32314 33184 56340 56772 tax-free exchange valued at nearly $10 bil- without last year’'s $0.06-$0.07-a-share in
2005 |57205 57580 57572 57621 lion. Regions shareholders would wind up quarterly charges related to the Union
2006 |57678 58353 58500 59000 with 62% of the stock of the new company, Planters merger. But loan growth is weak.
2007 |59500 60000 60500 61000 which would retain the Regions name. The net interest margin may be squeezed
Cal- EARNINGS PER SHARE AD Full | Management plans to reduce the combined as higher-cost deposits comprise more of
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | company's costs by $400 million by mid- the funding mix. And investment banking
2003 | .58 59 59 59 | 235 | 2008, and expects the merger to have a activity may not remain quite as healthy
2004 | .61 58 57 56 | 232 | very slight positive effect on earnings in as in the June interim. Although we have
2005 | 51 53 .55 .55 | 215 | 2007 and to boost 2008 results by roughly raised our share-net estimates for 2006
2006 | 64 .75 65 66 | 270 | 706-8%. (We won't factor AmSouth into our and 2007 by $0.15 and $0.10, respectively,
2007 | 66 69 71 .74 | 280 | humbers until the deal closes, probably in earnings in the next several quarters may
Cal- | QUARTERLYDIVIDENDSPAID B= | Fyii | late 2006.) Moreover, both companies face not match the strong June-period showing.
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | growing competition from larger banks, so Absent the merger with AmSouth, Regions
2002 | .29 29 29 29 116 | the merger is a bet that bigger is better. shares don’t stand out for the year ahead
2003 | .29 30 30 32 121 | But combinations of long-term rivals based or for their appreciation potential to 2009-
2004 | .32 41 74 33 180 | in the same city (in this case, Birming- 2011. But the good dividend yield may in-
2005 | .34 34 3434 136 | ham, Alabama) carry some risk that the terest income-oriented investors.
2006 | 35 .35 .35 integration process won't go smoothly. Theresa Brophy August 25, 2006

(A) Based on avg. shs. outstanding prior to | (B) Dividends paid in mid-Feb., May, Aug., and
Nov. = Div'd reinvestment plan available.

(C) In mill., adj. for stock split and div'd.

(D) Qtrly. egs. may not sum due to rounding.
© 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.

1997, diluted
recurring gain/(loss): '98,
(8¢). Next egs. report due

thereafter.

Excludes non-
(37¢), 00, 8¢, 01,
mid-October.

(E) Dividends declared in '04 adjusted for
shares issued in merger with Union Planters.

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 55
Earnings Predictability 95
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ANNUAL RATES Past

Past Est'd '03-'05

of change (persh) 10 Yrs. 5Yrs.  t0'09-11
Sales 105% 11.5%  10.0%
“Cash Flow” 16.5% 12.0% 7.0%
Earnings 21.5% 15.0% 8.0%
Dividends -- 8.5% 2.5%
Book Value 20.0% 20.0% 11.0%
F\}Sca' QUARTERLY SALES ($ mill.) A FFU" |
Enge |Sep.30 Dec.3L Mar3l Jun.30| 'Voar
2003 [399.2 4148 4223 4482| 1684.5
2004 [460.6 4725 4814 5086 | 1923.1
2005 |506.2 537.3  557.3 5935 2194.3
2006 |584.3 606.6 604.0 636.0| 2430.9
2007 | 630 660 660 690 | 2640
F\}Sca' EARNINGS PER SHAREAB FFU” |
Bt |Sep.30 Dec.31 Mar3l Jun30| 'yeel
2003 A4 52 46 50 [ 1.92
2004 .55 .60 .55 59 | 229
2005 .55 58 A7 63 | 2.23
2006 48 59 48 60 | 2.15
2007 A7 62 56 65 | 2.30
Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2002 .03 .03 .03 .03 12
2003 .03 .03 .03 .03 12
2004 .03 03 04 .04 14
2005 .04 04 04 .04 16
2006 .04 .04 04

recent cancelation of its proposed
deal with Sally Beauty Company. Dur-
ing the final quarter of fiscal 2006 (year
ended June 30th), the company received a
$50 million termination fee, as well as re-
corded $10.6 million in transaction ex-
penses, bringing total transaction-related
charges to $16.3 million. However, in
keeping with Value Line convention, we
have excluded theses nonrecurring items
from our earnings presentation.

The company has written off its $4.3
million investment in Cool Cuts 4
Kids. During fiscal 2005, Regis acquired
an interest of less than 20% in this pri-
vately held company, through the pur-
chase of $4.3 million in preferred stock.
But, according to management, the devel-
opment of this children’s salon concept has
not proceeded as expected. Nevertheless,
should the Cool Cuts 4 Kids' financial
position improve, RGS may still exercise
its call provision to purchase the company
in 2008.

We have pared our fiscal 2007 earn-
ings estimate by a nickel a share. Over
the coming year, we look for Regis’ bottom

RECENT PEE Trailing: 169} | RELATIVE DIVD
REGlS CORP. NYSE-RGS PRICE 3626 RATIO 16.1(Median: 17.0] | PIE RATIO 091 YLD 04%
i High:| 11.2| 230| 183| 268 286| 188| 28.1| 31.0| 416| 469| 466 | 435 i
TIMELINESS 4 risetsoons | {000 6.2‘ 9.4| 103| 150| 167| 105| 131| 217 | 222| 384 | 339 322 Tz%rggt ESES Rzagfle
SAFETY 3 Newdoio9 LEGENDS
— 9.5 x "Cash Flow" p sh
TECHNICAL 3 Raised9/29/06 | .-+, Relative Price Strength 160
3-for-2 split  6/96 120
BETA .90 (1.00 = Market) %—f?'r-z s;;{llt 3/99 100
lons: Yes
2009-11 PROJECTIONS haded area indicates recession 80
AniTotdd—/—— 7.1 71 | | | 00 1 {1 1 | feeeaadaaaaa
Price  Gain  Return 60
Hgh 70 E+95%g 18% T s HSR R Pepepepepep pepepeye 50
Low 45 (+25%) 6% 3-for-2 UL RO S 20
Insider Decisions ' ﬁlﬂf [ 30
NDJFMAMIJ My L—rp |,I|||||
toBly 00 000O00OO I I/h/ﬁ Tl 20
Opons 0 0 2100750 Tyl P, s el eoettencn
Sl 002310950 } e - Tt |i”'i th——1—= % TOT. RETURN 8106 |22
B = — o | P T 0000 0, .
Institutional Decisions /”'ffL o ot THIS  VLARITH.
s 1006 2000 | percem 191 B e e M-

B 89 107 79 AN 4 Ml | A s ' 'y | . -10. . L
sl 86 85 111 shares L2 N p T AT T Et sy, 11 494 [
Hids(000) 38440 39935 39022 e e T Sy, — 704

Regis Corp. was started as a proprie- [ 1996 [1997 [1998 [ 1999 [ 2000 | 2001 [2002 | 2003 | 2004 | 2005 [ 2006 | 2007 | ©VALUE LINE PUB., INC. [09-11
torship in 1922, and is the largest specialty | 19.66 | 2039 | 2234 | 2519 | 2806 | 3144 | 3357 | 3860 | 4340 | 48.65| 5380 | 50.35 |Sales pershA 77.90
retail operator of hair salons in North Amer-| 148 | 144| 188| 222 261| 283 | 298| 352 | 400| 432| 450 460 “CashFlow" persh 6.05
ica. The initial public offering was made in n 52 87| L105| 126| 126| 160 | 192 | 229| 223| 215| 230 [Earnings per shAB 345
June of 1991, when 3,415,000 shares (in- 05 05 06 10 12 12 12 12 14| 16 16 16 |Div'ds Decl'd per sh © 16
cluding 215,000 from selling shareholders) [ 2447|142 | 156 | 170 199 | 192 | 153 | 177 | 167| 224| 264 2.25 |CapTSpending persh 245
were sold at $13.00 each. Piper, Jaffray, & | 426 | 426| 530 | 610 | 685 814 | 1027 | 1289 | 1552 | 1673 | 1880 | 20.35 |Book Value per sh 21.65
Hopwood Inc. was the lead underwriter. A| 2540 | 34.98 | 3573 | 38.70 | 4073 | 4172 | 4332 | 4365 | 4431 | 4510 4517 4450 |Common Shs Outstg® | 43.00
secondary issue of 1.0 million shares oc- [ 171 277 201| 217 17| 123 | 151 138 | 171 184 177 Avg Ann'l PJE Ratio 17.0
curred in November of 1993 at $9.00. 107 160| 105| 124 89 83 82 79 90 97 94 Relative PIE Ratio 115
CAPITAL STRUCTURE as of 6/30/06 A% A% 3% A% 1% 8% 5% 5% A% A% A% AVg Ann’l Div'd Yield 3%
Total Debt $622.3 mill. Duein5Yrs $346.2 mill. | 4994 | 7132 | 7981 | 974.9 | 11430 | 1311.6 | 1454.2 | 16845 | 1923.1 | 2194.3 | 2430.9 | 2640 |Sales ($mill) A 3350
|LnTc|D§t1)£$ésriﬂi4irT Icllép’l o nterest $24.0 mill. 12.4% | 114% | 12.4% | 13.6% | 14.4% | 14.3% | 15.9% | 16.8% | 16.3% | 12.2% | 11.8% | 11.5% |Operating Margin 112%
(LT interest eamed: 7.1x. total interest 184 321| 34| 440| 538[ 648| 590 | 667 755| 918 1159 | 980 |Depreciation (Smill 104
coverage: 7.1x) (37%ofcCapl) | 194| 182 | 3L7| 419| 524 | 531 | 703 | 867 | 1055| 1030 | 100 | 105 |Net Profit ($mill 155

. | 420% | 51.6% | 40.2% | 39.2% | 39.2% | 40.3% [ 39.2% | 37.5% | 36.0% | 335% | 35.0% | 36.0% |Income Tax Rate 36.0%
Leases, Uncapitalized Annual rentals $272.1 mill. | 389 | 25% | 4.0% | 4.3% | 46% | 4.0% | 48% | 51% | 55% | 4.7% | 4.1% | 4.1% |Net Profit Margin 4.6%
No Defined Benefit Pension Plan d75 | d150 | d1.9| 131[ 408 | 608 | 974 | 806 | 1114 | 1186| 388 80.0 |Working Cap'l ($mill) 140
49.7 | 827 | 1010 | 1430 | 2246 | 256.1 | 2918 | 280.6 | 282.0 | 549.0 | 5204 | 510 |Long-Term Debt ($mill) 455
Pfd Stock None 1082 | 1491 | 189.3 | 236.2 | 279.1 | 3395 | 4447 | 562.8 | 687.6 | 754.7 | 8714 | 905 |Shr. Equity ($mill) 1190
14.0% | 10.0% | 12.7% | 12.6% | 12.0% | 10.7% | 10.8% | 11.5% | 11.8% | 8.8% | 85% | 9.0% [Return on Total Cap'l 10.5%
Common Stock 45,350,633 shs. 17.7% | 12.2% | 16.7% | 17.7% | 18.8% | 15.6% | 15.8% | 15.4% | 15.3% | 13.6% | 12.0% | 12.0% |Return on Shr. Equity 13.0%
MARKET CAP: $1.6 billion (Mid-Cap) 165% | 11.0% | 15.6% | 16.2% | 16.9% | 14.2% | 14.7% | 145% | 14.4% | 12.7% | 110% | 11.0% |Retained to Com Eq 125%
CUF(*$F§A$LNLT) POSITION 2004 2005 6/30/06 | gy | 9% | 7% | 9% | 10% | 9% | 7% | 6% 6% | 7% | 7% | 7% |AllDivids to Net Prof 5%
Cash Assets 73.6 1027 1354 | BUSINESS: Regis Corp. is a leading owner and franchisor of hair ~customers in different market groups through salons in high-traffic
ﬁ‘?l‘éﬁ%arbm(,s:wo) 12?3 13312 184218 and retail product salons. It operates over 10,400 hairstyling salons shopping mall locations. Has roughly 55,000 employees. Officers &
Other y 435 455 49'8 | & beauty schools in six divisions consisting of: Regis Hairstylists, ~directors own about 7.6% of common; Neuberger Berman, 7.0%;
Current Assets 313.4 380.6 441.8 | Supercuts franchises, MasterCuts, Trade Secret, Wal-Mart, and In-  (9/05 proxy). Chairman, Pres. & CEO: Paul D. Finkelstein. In-
Accts Payable 53.1 64.1 70.8 | ternational. Acquired Jean Louis David 4/02, Hair Club For Men corporated: MN. Address: 7201 Metro Blvd., Minneapolis, MN
Debt Due 19.1 19.7 1019 | and Women, 12/04. Provides hair-care services and products to  55439-2130. Tel.: 952-947-7777. Internet: www.regiscorp.com.
Other 129.8 1782 230.2 — . - -
Current Liab. 2020 2620 4029 | Regis is still feeling the effects of the line to feel the effects of lackluster product

margins and unexciting sales comparisons.
Moreover, the current long-hair fashion
trend, which means that customers typi-
cally make less trips to salons, does not
bode well for the company’'s prospects.
However, such trends can change rather
quickly. Indeed, fashion fads, including
celebrities moving toward shorter, shaped
styles, could lead to consumers looking to
copy such styles. As a result, management
has decided to scale back its new salon
construction in fiscal 2007. Consolidated
same-store sales for the year are likely to
increase by 1.0%-2.0%, relative to the
year-ago figure, resulting in about a 9%
year-over-year top-line advance. All told,
we now look for the company to post earn-
ings of $2.30 a share in fiscal 2007.

Regis stock is definitely not a strong
choice for the year ahead, as it carries
our Below Average (4) Timeliness rank.
However, at the current quotation, the is-
sue offers solid appreciation potential
through 2009-2011, thanks, largely, to the
strong sales and earnings turnaround we
envision over that period.

Kenneth A. Nugent September 29, 2006

(A) Fiscal year ends June 30th of calendar | gain/(losses): 1998, ($0.03); 1999, ($0.29); | June, September, and December.
2002, $0.04; 2005, ($0.84), 2006, $0.21. Next | (D) In millions, adjusted for stock splits.
earnings report due late Oct.

(C) 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.

year.

(B) Primary earnings through fiscal 1997,
nonrecurring

diluted thereafter. Excludes
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RECENT PIE Trailing: 13.2'}|RELATIVE DIVD

REINSURANCE GROUP wyse.sos 5" 49.10[3w 113G W5 0.657% 0.7% [N |
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BETA 1.00 (1.00 = Market) 3for-2 spit 3/99 3-for-2 64
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1990 (199119921993 | 1994 | 1995 1997 {1998 [1999 | 2000 [2001 [2002 |2003 [ 2004 [ 2005 [ 2006 | 2007 | ©VALUE LINEPUB,, INC. | 09-11
-- -- - 15,74 | 1187 | 1459| 1727 | 2210 | 2243 | 2634 | 2848 | 3355 | 40.05 | 4252 | 5361 | 6331 | 67.75| 73.00 |Premium Inc per sh 89.05
229 1.87 231 350 498 6.66 6.81 6.62 6.88 757 7.49 930 | 1047 | 11.15| 11.90 |Investment Inc per sh 13.70
1.00 1.05 1.24 1.44 1.90 2.08 115 2.12 .80 2.58 322 3.56 354 435 4.80 |Earnings per shA 6.40
.05 A1 12 13 15 17 22 .24 .24 24 24 21 .36 .36 .36 |Div'ds Decl'd per sh Bs .50
11.58 7.28 965( 1089 | 1321 | 1652 | 14.68 | 1751 | 20.30 | 24.72 | 31.33 | 36.50 | 41.38 | 44.85 | 48.10 |Book Value per sh 54.10
2413 | 38.04| 39.07| 39.07 | 37.81| 4531 | 4994 | 49.29 | 4953 | 49.46 | 62.16 | 62.45 | 61.08 | 62.00 | 63.00 |Common Shs Outst'gC | 73.00
116% | 149% | 136% | 165% | 187% | 219% | 247% | 165% | 175% | 118% | 106% | 113% | 109% Price to Book Value 102%
135 104 105 125 13.0 174 315 137 444 113 10.3 116 12.8 | Bold figyres are |Avg Ann’| P/E Ratio 85
80 68 .70 78 .75 90 | 1.80 89| 228 .62 59 61 68 | ValuelLine Relative P/E Ratio 55
A% | 10% | 9% | % | 6% | 5% | 6% | 8% | 7% | 8% | 7% | 7% | 8% | US| Avg Ann'l Divid Yield 9%
CAPITAL STRUCTURE as of 3/31/06 674.9 | 8355 | 10164 | 1315.6 | 1404.1 | 1661.8 | 1980.7 | 2643.2 | 3347.4 | 3866.8 | 4200 | 4600 |Premium Inc ($mill) 6500
Total Debt $799.7 mill. Duein5Yrs $100.0mill. | 1358 | 1883 | 301.8 | 340.3 | 3265 | 340.6 | 3745 | 4656 | 580.5 | 639.2| 690 | 750 |Investment Inc ($mill) 1000
. . 174 474 232 26.5 238 344 414 418 214 65.2 75.0 90.0 [Other Income ($mill) 180
e as et 12,4 T e of Capry | 8291 | 10712 | 13414 | 1682.4 | 17544 | 20367 | 23966 | 31505 | 39854 | 4512 | 4965 | 5440 | Tota ncome Sl 7680
560.5 | 732.1 | 797.9 | 1067.1 | 1103.6 | 1376.8 | 1539.5 | 2108.4 | 26785 | 3187.9 | 3600 | 4100 |Benefits & Reserves ($m) 5700

Pension Assets-12/05 $16.1 mill. 36.4% | 28.2% | 35.5% | 42.0% | 39.5% | 39.7% | 33.8% | 34.3% | 33.6% | 33.9% | 34.5% | 34.5% |Income Tax Rate 35.0%

Oblig. $30.9 mill 551 | 726| 897 | 531 1058 | 39.9 | 1285 | 166.2 | 2246 | 2255| 270 | 300 |Net Profit ($mill) 465
Pfd Stock none 168.3 | 227.3 | 330.6 | 4469 | 5459 | 616.0 | 7589 |1252.2 | 1458.8 | 1736.6 | 2015 | 2300 |Insurin Force ($bill) 3200
2894 | 4674 | 6319 | 5124 | 6062 | 6894 | 8893 | 12113 | 14048 | 16194 | 18000 | 20000 |Total Assets ($mill) 27000

Common Stock 61,181,349 shs. 4256 | 499.3 | 7485 | 733.0 | 8629 | 1005.6 | 1222.5 | 1947.7 | 2279.0 | 2527.5 | 2780 | 3030 |Shr. Equity ($mill) 3950
as of 4/30/06 12.9% | 145% | 12.0% | 7.2% | 12.3% | 4.0% | 10.5% | 85% 9.9% | 8.9% | 10.0% | 10.0% |Return on Shr. Equity 12.0%
MARKET CAP: $3.0 billion (Mid Cap) 11.8% | 134% | 11.0% | 59% | 10.9% | 2.8% | 95% | 7.9% 9.1% | 80% | 9.0% | 9.0% |Retainedto Com Eq 11.0%
CU%I?\IIIIEL’\S POSITION 2004 2005 3/31/06 9% 8% 8% | 19% | 11% | 30% 9% 7% % | 10% 8% 8% |All Div'ds to Net Prof 8%
Bonds 6023.7 6874.2 6781.9 | BUSINESS: Reinsurance Group of America, Incorporated is an in-  63% of net premium income; Asia Pacific (14%); Canada (9%);
Stocks - - - = | surance holding company. It is engaged primarily in life reinsurance  Other international (14%). Officers and directors own approximately
gg]ré%ages 7283% 82#?% ggggg and international life and disability insurance on a direct and 1.3% of common stock; MetLife, 52.8% (2005 10K). President and
Total Assets 14048:1 16193:9 16563:9 reinsurance basis. In addition, it provides reinsurance of non-  Chief Executive Officer: A. Greig Woodring. Incorporated: MO. Ad-
Reserves 4097.7 46935 4784.4 traditional business, including asset-intensive products and financial ~ dress: 1370 Timberlake Manor Parkway, Chesterfield, MO 63017.
Unearn Prems 1316.2 1529.3 1544.5 | reinsurance. In 2005, United States operations generated about Telephone: 636-736-7439. Internet: www.rgare.com.

%Taelrl_iab_ lgggg:i lggggﬁ 1%?8;% Things are going quite well for clients, RGA is one of the largest life

Reinsurance Group of America these reinsurers in the nation. And it appears

ANNUAL RATES = Past  Past Est'd'03'05| days. This can be attributed primarily to that this industry will continue to exhibit
of change (per sh) 10 Yrs. 5Yrs. t0'09-'11 : . B : :

Premitm Inc 14.0% 155% 9.0% | 9ood showings from businesses in the steady growth, attributable partially to
Invest Income  155%  6.5%  7.0% United States (accounting for the biggest primary insurers outsourcing mortality
Earnings 12.0% 14.0% 11.0% portion of premium income), Europe, and risk to life reinsurers. Moreover, the com-
Dividends 12.0% 6.5% 9.5% : : ) ; © v
Book Value 1450 175% 70% | South Africa. And it should be noted that pany's international operations have

- the competitive landscape around the sound prospects, overall. They comprise
cal- QUARTERLY PREM. ($ mill) Full | globe has tended to support a fairly stable roughly 35% of premium income at pres-
endar |Mar.31 Jun.30 Sep.30 Dec3l] Year| \ricing environment. ent, and more expansionary efforts could

2003 | 5452 5826 5729 94251 26432 Byt profits are being held back by a raise this figure even higher. Lastly, re-

2004 | 8139 7973 8194 916.8) 33474 couple of factors. The Canadian opera- sults should be bolstered by product en-

%ggg gg%g 18%'4 1828'5 %22% igggs tions (around one-tenth of premium in- hancements and additional improvements

2007 | 1150 1150 1150 1150 | 4600 | coOme) have had a difficult time lately, in operational efficiency. The above-

" stemming from negative mortality experi- mentioned factors ought to enable annual

Cal- EARNINGS PER SHARE Full | ence. Too, foreign currency translations share-net advances to be in the low
endar | Mar31 Jun.30 Sep30 Dec.31] Year | e peen unfavorable, in general. double-digit range over the 3- to 5-year

2003 | .78 8 .76 8 | 322| Nevertheless, we believe that earn- timeframe.

%88‘; gg g% 1% 1% ggg ings per share will surge about 23%, But the shares of Reinsurance Group

2006 | 109 110 110 106 | a35| O $4.35, in 2006. Further expansion in are just an average selection for rela-

2007 | 110 120 125 1925 | 4go| operating margins should enable tive price performance in the next six

UARTERLY DIVIDENDS PAID & Reinsurance Group’s bottom line to ad- to 12 months. Furthermore, long-term

Cg" Q . 5”” vance an additional 10%, to $4.80 a share, capital appreciation potential is un-
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| oyt vear. spectacular, since the recent quotation ac-

2002 | .06 06 .06 .06 241 We are optimistic about the compa- counts for some of the healthy share-net

2003 | .06 06 06 .06 24 ny’s operating performance over the growth we project for the company out to

% e | 20| 2009-2011 horizon, as well. With a host  2009-2011. ]

2006 | 09 09 ‘ ‘ ’ of well-established life insurance firms as Frederick L. Harris, 111 July 21, 2006
(A) Basic earnings until 1997, diluted there- |'03, $0.01; '04, ($0.01). Excludes losses from | sum due to rounding. Next earnings report late | Company’s Financial Strength B++
after. Includes realized investment gains and | discontinued operations: 98, $0.60; '99, $0.27; | Oct. (B) Dividends historically paid in late Feb., | Stock’s Price Stability 85
losses through '02, excluded thereafter. Ex- |'00, $0.56; '01, $0.14; '02, $0.11; '03, $0.11; | May, Aug., and Nov. = Div'd reinvestment plan | Price Growth Persistence 85
cludes nonrecurring gain (losses): '97, ($0.70); | '04, $0.37; '05, $0.18; '06, $0.03. Qtrs may not | avail. (C) In millions, adjusted for stock splits. Earnings Predictability 45
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RECENT Trailing: 20.7 RELATIVE DIVD
REPUBLIC SERVICES weemss e 3855 o 101 (e aNEme L1250 L1v A |
s 3 s IR AR NI Tngs e Range
SAFETY 3 New918198 LEGENDS
= 7.0 x "Cash Flow" p sh 128
TECHNICAL 3 Lowered6i1606 |-+ Relatve Price Strengh o
BETA .80 (1.00 = Market) haded area indicates recession 80
2009-11 PROJECTIONS 64
. AmmiTotel{ | | 00 e 48
Price  Gain Return ol 40
High 50 (+3o%g 8% L™ O 10 [ [ceeeedaca-s 3
Llow 35 (-10%) -1% : RIS e
Insider Decisions 1 H it
|I I HTJLU’
ONDJFMAMIJ il
toBy 0000O00O0GO0O |M|I|L “"i |.‘|”J;'H-LW“ 16
Options 0 0 2003200 =S W1 S 12
osdl_902003200 S ! I I I R % TOT. RETURN 7/06
Institutional Decisions SO St THIS  VLARITH.
2 402 102 - STOCK INDEX
ol 301%05 oi%og Q§§ ses 18 it TR RPN AL PRRORA 1 PR T 1 A TR I
0 Sel 1y by 1 uly Il Y Il |. . . . [
Has() 126208 122260 120736 | "¢ AR R IIIIIIIIIII [Tty II [T Sy 1097 592
Republic Services was spun off from Re-| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
public Industries (since renamed AutoNa- 781 | 1048 | 1223 | 1331 | 1445 | 1595 | 17.98 | 20.66 | 24.65 | 26.90 |Revenues persh 32.75
tion) in July 1998. The initial public offering 162 211| 246 | 252 | 266 | 296 | 339| 395| 470| 5.5 |"CashFlow” persh 6.40
was for 50,600,000 domestic shares and 101 118 | 129 | 124 | 142 | 133 | 153| 175| 197| 220 |Earnings persh A 2.95
12,650,000 international shares, hoth at a . . - - .- 12 36 52 60 64 |Div'ds Decl'd per sh P vy
price of $24 per share. The offering was 110 165| 120 147 [ 158| 173 | 188 | 237| 240| 250 |Cap'TSpending persh 2.95
through a syndicate led by Merrill Lynch; 741 | 856| 9.74| 1035 | 1149 | 1207 | 1244 | 1159 | 1040 | 10.85 |Book Value per sh 14.55
Deutsche Bank; and Donaldson, Lufkin & 17541 | 17548 | 172.01 | 169.64 | 163.66 | 157.83 | 150.58 | 138.60 | 125.00 | 120.00 |Common Shs Outst'g & | 110.00
Jenrette. AutoNation sold its controlling 64% 194 142 107 145] 138 169 | 187 | 199 Boidfiglresare |AvgAnnTPJE Ratio 140
stake in the company in April 1999. 1.01 81 70 T4 75 96 99 | 107 | \VauelLine Relative P/E Ratio 95
CAPITAL STRUCTURE as of 6/30/06 -- -- -- -- -- 5% 1.3% 1.5% estimates Avg Ann’l Div'd Yield 17%
) ) ) 953.3 | 1127.7 | 1369.1 | 18385 | 2103.2 | 2257.5 | 2365.1 | 2517.8 | 2708.1 | 2863.9 | 3080 | 3230 [Revenues ($mill) 3600
E‘g‘egfgtlgégﬁlzﬁiﬁ“"'-E;‘fn'tgi:t’;gslgiﬂl{“”'- 19.9% | 25.5% | 285% | 30.5% | 30.3% | 27.9% | 27.6% | 26.4% | 26.8% | 26.9% | 27.0% | 27.5% |Operating Margin 28.0%
(Total interest coverage: 6.1x) (53%of Capl) | 753 | 861 1063 | 1632 | 1074 2154 | 1996 | 2518 | 2731 | 2933 | 320 | 340 [Depreciation (Smill 375
Leases, Uncapitalized Annual rentals $4.5 mill. 574 116.2 177.6 206.8 2251 | 2116 | 236.2 2154 2379 253.7 265 275 | Net Profit ($m|||) 330
41.8% | 36.2% | 36.0% | 38.5% | 38.0% | 38.0% | 38.0% | 38.0% | 38.0% | 38.0% | 38.0% | 38.0% (Income Tax Rate 38.0%
No Defined Benefit Pension Plan 6.0% | 10.3% | 13.0% | 11.2% | 10.7% | 9.4% | 10.0% | 8.6% | 8.8% | 89% | 8.6% | 85% |Net Profit Margin 9.2%
Pfd Stock None d229.9 | d260.2 2| d53.3 240 | d6L6 60.1 | d116.0 499 | d184.7 | d125| d100 |Working Cap'l ($mill) 50.0
109.5 64.3 | 557.2 | 1152.1 | 1200.2 | 1334.1 | 1439.3 | 1289.2 | 1351.9 | 1472.1 | 1500 | 1500 |Long-Term Debt ($mill) 1500
Common Stock 131,850,290 shs. 4945 | 7508 | 1299.1 | 1502.7 | 1674.9 | 1755.9 | 1881.1 | 1904.5 | 18725 | 1605.8 | 1300 | 1300 |Shr. Equity ($mill) 1600
as of 7/31/06 95% | 143% | 97% | 89% | 92% | 81% | 82% | 7.8% | 86% | 9.6% | 11.0% | 11.5% |Return on Total Cap'l 12.0%
. 11.6% | 155% | 13.7% | 13.8% | 13.4% | 12.1% | 12.6% | 11.3% | 12.7% | 15.8% | 20.5% | 21.0% |Return on Shr. Equity 20.5%
MARKET CAP: $5.1 billion (Large Cap) 116% | 155% | 13.7% | 13.6% | 134% | 12.1% | 12.6% | 10.3% | 10.2% | 11.3% | 14.5% | 15.0% |Retained to Com Eq 155%
CU|(Q$|§AIIELI\ET) POSITION 2004 2005 6/30/06 . .- - .- - .- - 9% | 19% | 28% | 28% | 28% |All Div'ds to Net Prof 24%
Cash Assets 1415 1318 30.7 | BUSINESS: Republic Services, Inc. is one of the largest non- 55%. Acquired Marpal Co., 8/98; Olympic Disposal, 8/98; Imperial
ﬁflgﬁ%?ky)l(efmm 268.7  280.0  302.1 | nazardous solid waste companies in the U.S., providing collection,  Sanitation, 8/98; Rapid Disposal, 8/98. Has approximately 13,000
Other 86.3 705 65.2 | processing, recycling, and disposal services. The company owns —employees. Officers/directors own .9% of common stock (3/06
Current Assets 7965 4823 3980 | and operates 59 solid waste landfills and 92 transfer stations (‘05 Proxy). Chairman & CEO: James E. O’Connor. Inc.: Delaware. Ad-
Accts Payable 119 5 176 1 132.0 | 10-K). Provides collection services for municipal, industrial, com-  dress: 110 S.E. 6th St., 28th Floor, Fort Lauderdale, FL 33301. Tel-
Debt Due 3.0 2.9 | mercial, and residential customers in 21 states. Internalization rate:  ephone: 954-769-2400. Internet: www.republic.com.
Other 324 6 487.9 392.0 . . . . - -
Current Liab. 2466 6670 5269| Republic Services is generating own landfills, stood at just 55% at the end
———— strong internal revenue growth these of last year. But we expect it to top the
é\fmﬁgﬁgﬂfs 1'8'%?; ;?;t Es:oqogg,l-los days. Though the U.S. economy is show- 60% mark by decade’s end, as the compa-
Revenues .. 125%  10.5% ing numerous signs of slowing, the waste ny works to boost capacity at its existing
“Cash Flow" - 105%  11.0% hauler’s business continues to boom. landfills and bring more disposal sites into
Eamings o 80% 1L | Volumes are advancing at a strong pace the fold (via acquisitions and/or asset
Book Value . 70%  3.0% (they were up 3.7% in the second quarter), swaps with competitors).

. thanks to ongoing strength in the core Dividends and stock buybacks are
eﬁglz;r M§U3’A\1RT§5#Y3%EV§QISE3%($g|e||c,)31 \fg;'r residential operations and a rebound in high up on the agenda. In fact, Repub-
2003 594.6 637.3 648'0 637'9 5178 the commercial/industrial construction lic's board of directors recently hiked the
2004 16373 6832 6999 6877 |27081 market. Even better, the price environ- quarterly cash payout by 14%, from $0.14
2005 |6772 7186 7300 7381 |28639| Ment continues to improve, which is help- to $0.16 a share. )

2006 |7375 7798 7727 790 | 3080| iN@ Republic to offset margin pressure New commitments to this neutrally
2007 | 775 815 810 830 | 3230| from hefty fuel and insurance costs. Land- ranked equity are best deferred for
Cal- EARNINGS PER SHARE A Ful fill pricing, in particular, has started to now, since the current quotation appears
endar |Mar31 Jun.30 Sep.30 Dec3l| vear pick up after a lengthy slump. to discount much of the earnings growth
2003 3 37 28 35 13 Top- and bottom-line trends should we envision for the company out to 2009-
2004 36 39 e 38 | c153| remain favorable over the long haul. 2011. We advise patient investors to ac-
2005 3 14 5 3 175| The company’'s high exposure to Sunbelt cumulate the shares on any material price
2006 | 46 52 51 48 | 197| States, which continue to experience popu- pullback, however. Republic is a well-
2007 51 58 57 54 | 220]| lation increases well above the national managed waste hauler, with solid business

Py average, ought to keep volumes headed in prospects, a sound balance sheet, and an
eﬁgla-r Ma?US/}RTJEErEYsgl\/”ngy%%PA||3Dec 31 Eg;'r the right direction for years to come. In enviable track record of returning capital
2002 —_ | addition, Republic's relatively low waste to its shareholders. Moreover, the issue is
2003 | -- . N 06 06| internalization rate means that margins a good defensive play, in our view, given
2004 | 06 06 06 12 ‘30| still have plenty of room to expand. This the company’s focus on the not-so-cyclical
2005 | 12 12 12 14 50| metric, representing the percentage of col- residential collection business.

2006 14 14 14 16 lected trash that a hauler disposes of in its Justin Hellman September 8, 2006

(A) Diluted earnings. Excludes nonrecurring | (C) Quarterly share net does not sum to year-
losses: '99, 4¢; '01, 51¢. Excludes gain: '02,
2¢. Next earnings report due in late October.

(B) In millions.

© 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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January, April, and July.

end total in 2004 due to rounding.
(D) Quarterly cash dividend initiated in July

2003. Payments typically made in October,

Company’s Financial Strength B+
Stock’s Price Stability 95
Price Growth Persistence 90
Earnings Predictability 95
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RECENT 39 8 4 PIE 27 9(Trai|ing:31.4 RELATIVE l 66 DIVD Nl
RESMED NC. NYSE-RMD PRICE . RATIO +J \Median: 28.0/|PERATIO L, YLD |
mewess 2 wessss | o] 33 28] 397 38T 5] ] i) Be] B we) 0] % TS S oo
SAFETY 3 New312m9 LEGENDS
2 T Blive Bive Stengh™" 128
TECHNICAL Raised 8/25/06 iord Ssm e g 9%
BETA .90 (1.00 = Market) 2-for-1 split  4/00 80
2000-11 PROJECTIONS | opons ves 0> P (SN N N FECEVE ERERE 64
. ~ Ann'l Total | Shaded area indicates recession vl 48
) Price  Gain Return MIRTLILN 40
High 70 E+75%; 15% e 32
Low 50 +25% 6% JL”' =
Insider Decisions T 24
ONDUJFMAMJ 2f0r-1 ! 16
By 00000O0O0O0O i f »
Optons 0 4 00100 3 3 29%) poa® L 12
Sl 150020043 | % TOT. RETURN 7/06
Institutional Decisions b Ceest et THIS  VLARITH.
302005 402005 102006 STOCK  INDEX
to Buy Q119 Q104 Q118 Eﬁ;ﬁssm 28 T 102 L ; lyr. 385 3.0
to Sel 73 103 109 | traded 0 m! selale, M T10 | IL 1 O TP T [T O T 3yr. 1338 523 [
HUS(000) 74364 58599 58344 oLttt 1L [ Syr. 761 592
19901991 (1992|1993 | 1994 | 1995|1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
-- -- -- - .90 .60 85 113 1.50 1.89 2.46 311 4.10 5.01 6.08 8.05 9.35 | Sales per sh A 13.60
13 10 18 24 34 A7 .58 72 87 111 133 1.75 2.10 |“Cash Flow" per sh 3.15
.16 .08 13 18 .26 .35 45 .55 .67 82 91 121 1.50 |Earnings per sh B 230
-- -- -- -- -- -- -- -- -- -- -- -- Nil |Div'ds Decl'd per sh Nil
07 03 07 17 .35 .26 44 43 .38 .85 .57 1.20 1.50 |Cap’l Spending per sh 1.30
1.10 .68 a7 87 121 154 159 2.94 429 5.34 6.77 9.80 | 11.30 |Book Value per sh © 17.70
26.14 | 5738 | 57.62 | 5862 | 59.23 | 61.19 | 6296 | 65.61 | 66.74 | 67.72 | 70.00 | 7550 | 76.00 |Common Shs Outst'g O | 77.50
NMF 225 19.2 219 29.7 33.0 439 417 243 21.2 295 33.0 Avg Ann’l PJE Ratio 26.0
NMF| 141| 111| 114| 169 | 215| 225| 228 | 139 | 144| 155| 186 Relative P/E Ratio 175
.- .- .- - .- .- .- .- .- .- .- .- Avg An’l Div'd Yield Nil
CAPITAL STRUCTURE as of 6/30/06 34.6 49.2 66.5 88.6 | 1156 | 1552 | 204.1 | 2736 | 339.3 | 4255 | 607.0 710 |Sales ($mill) 1055
Total Debt $121.1 mill. Duein5Yrs $121.1mil. | 1379 | 22.2% | 31.0% | 33.0% | 34.1% | 33.1% | 30.0% | 29.2% | 30.4% | 32.3% | 28.2% | 30.3% |Operating Margin 31.0%
LI_TTD;bgtsfﬂlﬁ-; '"'”B t ;g g“e.h?“ 5;‘-5 “?t'"i 12| 26| 82| 40| 62| 70| 100| 126| 17.7| 283| 400| 450 |Depreciation ($mill) 60.0
Crey, "cludes 2bout $06 milfon of capia 45| 75| 106| 161| 222| 206| 375| 457 | 573| 648| OL7| 115 |Net Profit (mill 185
(14% of Capital) | 31.4% | 32.6% | 34.1% | 34.5% | 34.9% | 351% | 31.3% | 31.9% | 32.3% | 33.0% | 31.2% | 32.0% |Income Tax Rate 32.0%
13.0% | 15.2% | 16.0% | 18.2% | 19.2% | 19.1% | 184% | 16.7% | 16.9% | 15.2% | 15.1% | 16.2% |Net Profit Margin 17.5%
Leases, Uncapitalized Annual rentals $5.6 mill. 305| 344 327 | 326| 476 1443 | 1446 | 1913 | 2172 | 1416 | 38L3| 405 |Working Cap'l ($mill) 695
No Defined Benefit Pension Plan 6 3| -] - .| 1500 1283 | 1133 | 1133| 589 1162| 110 |Long-Term Debt ($mill) | 100
preferred Stock None 30| 446| 508 | 7L6| 940 1004 | 1929 | 2864 | 3615 | 4741 | 7381 | 860 |Shr. Equity ($mill) 1370
Common Stock 75,406,842 shares 11.4% | 16.6% | 20.9% | 22.5% | 23.7% | 11.8% | 12.4% | 11.8% | 12.2% | 12.2% | 10.7% | 12.5% |Return on Total Cap'l 12.5%
as of 5/1/06 115% | 16.7% | 20.9% | 22.5% | 23.7% | 29.5% | 19.4% | 16.0% | 15.8% | 13.7% | 12.4% | 13.5% |Return on Shr. Equity 13.5%
MARKET CAP: $3.0 billion (Mid Cap) 11.5% | 16.7% | 20.9% | 22.5% | 23.7% | 29.5% | 19.4% | 16.0% | 15.8% | 13.7% | 12.4% | 13.5% |Retained to Com Eq 13.5%
CUR$I$\4I|ELI\ETPOSITION 2004 2005  6/30/06 -- -- -- -- -- -- -- -- -- -- - Nil [All Div'ds to Net Prof Nil
Cash Assets 1409 1422  219.5 | BUSINESS: ResMed Inc. develops, manufactures and distributes  payers. 2006 R&D: $37.2 mill or 6.1% of sales. 2005 depreciation
Receivables 67.2 1040 138.1 | medical equipment for treating, diagnosing, and managing sleep- rate: 10.8%. Has about 1930 employees. Officers and directors
Ion%eenrtory (FIFO) ?gg gié 1%2% disorded breathing (SDB) and other respiratory disorders. SDB in- own 4.4% of stock; FM&R Corp., 7.6%; William Blair, 6.3% (10/05
Current Assets 277:8 360:2 510:3 cludes obstructive sleep apnea (OSA) and other respiratory dis-  proxy). Chairman & CEO: Dr. Peter C. Farrell. President: Kieran T.
Accts Payable 18.6 34.4 45.0 orders that occur during sleep. Markets its products in over 60 Gallahue. Inc.: DE. Address: 14040 Danielson Street, Poway, CA
Debt Dué . 1154 4.9 | countries to sleep clinics, home health care dealers, and third party ~ 92064. Telephone: 858-746-2400. Internet: www.resmed.com.
8g;ferntLiab. gg:g 2?3:3 1;8:3 ResMed ended fiscal 2006 on a solid months. Importantly, the anticipated
—— 1 note (years end June 30th). It posted CPAP generator will be the company's
AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ share earnings of $1.21 (excluding a four- first product offering that serves the
o cenge (persh)  10¥rs  S¥s, 9wl | cent tax charge related to the repatriation lower-end market.
“Cash Flow” 240% 26.0% 19.0% of foreign earnings) on sales of about $607 Shares of ResMed are on an upward
Eiﬁ\llfi'&mgs 17.5%  25.0% 20-0,21/51 million. Note, too, the share-net figure in- trajectory. They have already appreci-
BoakValue 175% 355% 200% | cludes $0.21 worth of stock option ex- ated more than 15% since early January,
Fiscal VY Fa| penses and the amortization of acquired and are up about 25% from their 52-week
Jscal | QUARTERLY SALES ($ mill) fewi| intangible assets. low. Additionally, we think the robust
Ends | Sep.30 Dec.31 Mar3l Jun30| vear | This fiscal year should be another demand that ResMed is currently experi-
2003 | 586 653 690 807 | 2136/ record-setter. Increased public and encing for sleep-disordered breathing
%ggg g? 1g§g 18%% 1252 iggg physician awareness of sleep-disordered devices will enable it to aggressively ex-
2006 | 1271 1464 1623 1712 | 6070 breathing, especially in the U.S., ought to pand its top and bottom lines. The upcom-
2007 | 1600 175 180 195 710 | continue to fuel the strong demand for ing, new product introductions should also
Focal EARNINGS PER SHARE B Zal nasal and full-face masks. All told, we make healthy contributions. All told, we
Year |gon a0 Decal Marl Jun.3o| Fiscdl have left our 2007 estimates unchanged. are looking for a nearly 25% share-net
Ends | S€P. ’ i un. Year | \WWe look for ResMed to post share net of gain this fiscal year despite the difficult
2003 14 16 18 19 67| $1.50 on revenues of $710 million. comparison. ResMed stock remains favor-
%88‘; %g %g %g gf g% The company remains focused on ably ranked for relative price performance
2006 | 23 30 a4 a1 | 191| Product enhancement and develop- over the coming six to 12 months, and we
2007 | 3 3 39 a1 | 1m0| ment. It recently announced that it will recommend this  timely issue to
SPAD launch Swift2, a second-generation nasal momentum-oriented investors. Neverthe-
Cg" QUARTERLY DIVIDEND: 5“” mask that is quieter than the original of- less, we think this equity’s long-term
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| garing — pefore the end of this calendar appeal is not exceptional even after
2002 year. ResMed is also planning to roll out a the stock’s recent falloff. Indeed, its 3-
2003 NO CASH DIVIDENDS full-face version of the Swift mask and a to 5-year appreciation potential is only
%ggg BEING PAID lower-end CPAP (continuous positive air- about average.
2006 way pressure) device within the coming 12 Erik A. Antonson September 1, 2006

(A) Fiscal years end on June 30th.
(B) Diluted earnings. Excludes nonrecurring | (C) Includes intangibles. In '06: $244.5 million
losses: '01, 27¢; '05, 3¢; '06, 4¢. Includes op- | or $3.25 a share.

tions expense from '06. Next earnings report | (D) In millions, adjusted for splits.

© 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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R|_| CORP. NYSE-RLI PRICE 5117 RATIO 14 Median: 13.0,/ | PIE RATIO YLD 070
mewess 4 wesrans [ 1] 0] 35T %037 ST R3] B3] B B3 W3 84 88 Tags, Phss mange
SAFETY 2 Resedongs | LEGENDS oL
4 i T dlaive P Slengi 100
TECHNICAL Raised 9/8/06 Siord Solt /08 80
BETA .75 (1.00 = Market) 5for-4 split 6/98 (| | | | | | |aeeeademm- 64
2009-T1 PROJECTIONS | snoms iy 10102 O N o
. Ann’l Total | Shaded area indicates recession 2-for-I . ,yﬂl‘i AL B
Price  Gain  Return L L2 I D »
High 70 (+35%3 10% for-4 ML
Low 50 (Nil 1% .‘. b LT Ll gg
Insider Decisions iy Sl
ONDJFMAMI |,!" WIi' et e 16
By 00000O0O0O0O 1 T N et 12
Optons 2 11401 200¢_ | .."-.-7?'(’ .“:l' *aete” SN ) EORE B
Sl 000010000} eyt b : % TOT. RETURN 8/06 |8
Institutional Decisions T T THIS  VLARITH.
42005 1Q2006 202006 STOCK  INDEX
ony oy ey Vg | Derent 12 T v 7s ma T
to Sell 51 67 57 | traded 4 L | [y Tl Ll L AT 3yr. 544 494 [
Hds(00) 20226 21012 20041 bl I|.III|IIII 1TSS 1 PSS [T PRRCINTRYIL nIIIIlIII IIIIIIIIIII R RRRRERRDA RERRRRD Syr. 1333 704
1990 (199119921993 | 1994 | 1995 1998 [ 1999 2002 2004 [ 2005 | 2006 [ 2007 | ©VALUE LINEPUB,, INC. | 09-11
411 434 573 6.81 6.89 6.80 6.68 6.57 6.84 989 | 1181 | 13.77 | 1410 18.42 2020 | 19.23 | 22.10 | 27.25 |PIC Prem Earned p sh 32.95
.63 .68 71 91 .99 112 121 114 1.15 132 148 1.62 153 1.75 2.14 241 3.10 3.80 |Investment Inc p sh 455
A7 1.88 .09 61| d1.30 d.38 70 .80 81 87 .62 .39 .63 148 1.58 2.69 1.90 1.75 | Underwriting Inc p sh 3.30
.65 71 73 a7 d.27 40 1.30 1.33 1.33 154 1.45 151 1.86 221 247 3.67 340 3.85 |Earnings per shA 5.00
13 15 .16 18 A7 20 22 22 .26 27 .29 31 34 .38 48 .60 72 .80 |Div'ds Decl'd per sh B = 1.00
437 5.25 5.97 753 6.37 808| 1023 | 1235| 1413 | 1484 | 16.66 | 1692 | 1850 | 22.02 | 24.64 | 27.12| 28.70 | 29.85 |Book Value per sh 40.75
17.68 | 1768 | 18.00| 1849 | 2035 19.63| 1955 | 2159 | 20.81 | 19.75 | 19.61 | 19.83 | 24.68 | 25.17 | 2532 | 25,55 | 24.00 | 22.00 |Common Shs Outst'g € | 22.00
82% | 90% | 110% | 110% | 113% | 104% | 101% | 122% | 138% | 113% | 107% | 124% | 141% | 143% | 154% | 170% Price to Book Value 145%
56 6.6 8.9 10.7 - 209 79 11.3 14.7 10.9 12.3 139 14.0 138 154 12.5 | Bold figyres are |Avg Ann'| P/E Ratio 12.0
42 42 54 .63 - 1.40 49 65 .76 62 .80 71 .76 .79 81 .67 Value|Line Relative P/E Ratio .80
37%| 31%| 24% | 21% | 24% | 24%| 21% | 15% | 13% | 16% | 16% | 15% | 13% | 12% | 13% | 13%| ="' |AvgAnn’lDivd Yield 1.7%
CAPITAL STRUCTURE as of 6/30/06 130.7 | 1419 | 1423 | 1953 | 2316 | 2730 | 348.1 | 463.6 | 5113 | 4913 530 600 | P/C Premiums Earned 725
Total Debt $115.3 mill. Due in 5 Yrs $30.0 mill. 52.3% | 43.2% | 45.5% | 49.4% | 53.8% | 57.1% | 58.4% | 60.2% | 59.9% | 51.1% | 56.5% | 57.0% |Loss to Prem Earned © | 56.0%
(15% of Cap) 36.8% | 43.8% | 39.0% | 35.9% | 36.4% | 34.7% | 18.6% | 31.8% | 32.3% | 34.9% | 35.0% | 35.0% |ExpensetoPrem WritD | 34.0%
Leases, Uncapitalized $2.9 million p 10.9% | 13.0% | 155% | 147% | 9.8% | 82% | 23.1% | 8.1% 7.8% | 14.0% | 85% | 8.0% |Underwriting Margin P 10.0%
Pension Assets-12/05 $11.5 mill 27.1% | 27.3% | 25.1% | 26.9% | 25.1% | 26.3% | 20.3% | 23.4% | 21.0% | 26.1% | 26.0% | 28.0% |Income Tax Rate 28.0%
Oblig. $11.4 mill. 25.7 30.2 28.2 315 28.7 30.2 38.2 58.6 64.4 96.9 81.0 85.0 | Net Profit ($mill) 110
Pfd Stock None 48% | 42% | 3.8% | 41% | 41% | 43% | 40% | 3.4% 36% | 37% | 3.9% | 4.2% |[InvInc/Total Inv 4.8%
845 912 | 1013 | 1170 | 1281 | 1391 | 1719 | 2134 | 2469 | 2736 | 2800 | 3000 |Total Assets ($mill) 3750
gg’g‘f”}‘l’zr‘o%ﬁ“k 24,723,631 shs. 2000 | 2666 | 2940 | 2931 | 3267 | 3354 | 4566 | 5541 | 623.7 | 6929 | 690 | 655 |Shr. Equity ($mill) 895
12.8% | 11.3% | 9.6% | 10.7% | 8.8% | 9.0% | 84% | 10.6% | 10.3% | 14.0% | 12.0% | 13.0% |Return on Shr. Equity E | 12.5%
MARKET CAP: $1.3 billion (Mid Cap) 10.7% | 9.6% | 7.8% | 88% | 7.0% | 7.2% | 69% | 8.9% 84% | 11.8% | 9.5% | 10.0% |Retained to Com Eq 10.0%
EINANCIAL POSITION 2004 2005 6/30/06 17% | 16% | 18% | 18% | 20% | 20% | 17% | 16% 19% | 16% | 21% | 21% |All Div'ds to Net Prof 20%
Borf?i’g“') 1176.7 1331.4 1287.1 | BUSINESS: RLI Corp. through its subsidiaries, RLI Insurance and Inc.; License Express Services, Inc. Has 610 employees. State
Stocks 315.9 321.1 334.9 | Mt Hawley, writes multiple lines of insurance on an admitted basis  Street Bank owns 8.9% of shs. outst.; Franklin Resources, 6.6%;
Other 1156.2 1083.4 1059.3 | in all 50 states. Also underwrites specialty property and casualty in-  Gerald Stephens, 6.3%. Directors & officers own 12.4% of shares
LTJ%tgeI\rAnsc:zsdetPSrems Zgégg Zéggg zﬁgég surance on an admitted basis and excess and surplus business on out. (3/06 proxy). Pres. and CEO: Jonathan Michael. Chairman:
Reserves 11326 13131 1329.2 | @non-admitted basis. Underwrites earthquake premiums (in Califor- ~ Gerald D. Stephens. Add.: 9025 North Lindbergh Drive, Peoria, II-
Other 3453 346.1 279.1 | nia). Other companies in the group include: Replacement Lens, linois 61615. Tel.: 309-692-1000. Internet: www.rlicorp.com.
Total Liab'ties 18451 2042.9 , 2,00?'9 RLI Corp.'s second-quarter earnings the June quarter. These shares have
OAfmh’gAeL(pErAsTh)Es jfast - Past Estd 93°05| were below our expectations. The com- dropped in price by 20% since the end of
Premium Inc 11.0% 15.0%  7.5% pany's operating share net was $0.73 dur- the March quarter. As such, they are now
Invest Income 7.5% 10.0% 11.5% ing the period, which was $0.16 shy of our ranked to lag the year-ahead market.
Earnings 200 13 19%% | estimate and well below last year's figure. RLI will likely register favorable
Book Value 13.0% 10.0% 100% | We believe that this requires an explana- earnings results over the next 12 to 18
NET PREVIUNS EARNED(S mil) tion, however. Last year's very good re- months. Bottom-line comparisons will be-
egg;r Mar3l Jun30 Sep30 Dec3l 5:; sults were fueled by reserve releases, come easier during the back half of this
- - : : which adds to earnings. We treat reserve- year, as reserve release activity during the
%882 iggé ﬁgg ﬁgg gég gﬁg release and reserve-strengthening latter half of 2005 was only moderate, at
2005 | 1240 1237 1261 1175 | 2913 (reduces earnings) tactics as part of most. Moreover, the company should con-
2006 |1274 1259 135 1417 | 530 | hormal business operations, as they tinue to garner price increases at its prop-
2007 |144 147 153 156 | 600 | Measure an insurer’s ability to manage its erty book of business in those areas that
EARNINGS PER SHARE A balance sheet. However, one might argue are prone to hurricane activity. What's
cal- Full | that these reserve changes are “one-time” more, reserves appear adequate on the
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | . - , - T .
2003 o5 o5 5 w0 2271 N nature. That said, 2005's reserve casualty side, which gives support to the
2004 59 66 0 102 | 247 releases during the earlier part of the year bottom line. o
2005 | 105 120 78 'sa | 367| @re probably unsustainable and, therefore, These shares aren’'t enticing for the
2006 86 k) 85 9% | 340 make comparisons difficult. What's more, p_uII to 2009-2011. We b_elleve that condi-
2007 | 90 95 98 102 | 38| the run-off of the company’s recently ex- tions in the broader P/C insurance market
Cal- | QUARTERLY DIVIDENDS PAID & = Full ited property construction segment re- will continue to deteriorate, albeit at a
endar |Mar3l Jun30 Sep30 Dec.3l| Year sulted in an underwriting loss of $0.18 a modest rate over the next couple of years.
- - : y share during the interim. Absent this This is due largely to a lack of a catalyst to
%gg% gg 83 .Og .Og gg event, share net would have exceeded our drive rates higher. We advise that inves-
2004 | 11 et '%3 '%3 8 expectation. ] _ tors hold off in making an initial commit-
2005 | 12 14 16 16 ‘50| We have lowered the stock’s Timeli- ment to RLI stock until a more positive
2006 | 17 17 19 ness rank by a notch, largely reflect- outlook is apparent.
ing the lackluster comparison during Alan G. House September 22, 2006
(A) Dil. egs. Incl. cap. gains: '01, 13¢; '00, 9¢; | cludes nonrecurring charge of 11¢ in '02. Next | able. (C) In mill., adj. for stock splits and div'ds. | Company’s Financial Strength B++
'99, 15¢; '98, 5¢; '97, 10¢; '96, 3¢; '95, 1¢; Ex- | egs. report due early Nov. (D) GAAP ratios '98 and beyond. (E) Based on | Stock’s Price Stability 85
cludes cap. gains and losses beginning in [ (B) Div'ds. historically paid in mid-Jan., April, | year-end equity. Price Growth Persistence 95
2002. Excludes extraordinary gain; '01, 8¢. Ex- | July, and Oct. = Div'd. reinvestment plan avail- Earnings Predictability 75
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SAFETY 3 Lowered 7115105 LEGENDS
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BETA 1.10 (1.00 = Market) haded area indicates recession %(2)8
2009-11 PROJECTLOleT | e 80
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Price  Gain  Return = Ti...\.i' e L H Ik ] e 60
Hgh 95 (+30%) 8% P AT o U i AL B 50
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Insider Decisions e l [ “ AL 30
ASONDIJFMA T
By 0 000000O0O0 - . T L 20
Options 5 0 0 7 4 9 6 0 0L, Lo orees0 il ||||| 15
to Sell 300749600 o c % TOT. RETURN 6/06 |
Institutional Decisions LA THIS  VLARITH.
302005 4Q2005 102006 IR, I STOCK  INDEX |
to Buy 172 197 209 Eﬁ;ﬁssm 182 , e L1 b I LI AL lyr. 500 118 [
to Sell 187 178 202 | traded 4 PN PR Y PPN PO PR ANTTY 752 £ 81 IR s T Y R TN AR AN | 3yr. 2183 639 [
HS00D) 108012 105389 109693 T AT AR R RGO A O MO M Sy 1137 507
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
51.82 | 5227| 4952 | 49.05| 50.88 | 59.82| 4747 | 3753 | 3543 | 36.89 | 3897 | 2329 | 21.04 | 2211 | 24.00 | 27.84| 30.90 | 32.95 |Sales pershA 38.00
521 5.19 473 476 5.16 6.05 593 538 4,01 481 5.48 2.42 2.05 221 2.69 3.68 4.30 4.70 | “Cash Flow” per sh 5.65
2.53 2.47 2.14 251 2.82 337 345 2.89 231 3.01 3.35 .94 .90 112 161 2.63 3.25 3.60 |Earnings per sh B 4.40
.80 .86 .92 .96 1.04 1.08 1.16 1.16 1.02 1.02 1.02 .66 .66 .66 .66 .78 .90 .90 |Div'ds Decl'd per sh Cs .90
2.25 2.12 1.75 1.96 2.60 3.16 3.96 330 2.14 197 1.72 .85 .56 59 53 .69 .65 .75 |Cap'l Spending per sh .75
1749 | 1847 | 1261 | 1338| 1532 | 1740 1948 | 2326 | 17.03 | 13.81 | 1455 8.71 8.66 855 | 10.13 9.18 | 10.85| 12.95 |Book Value per sh D 18.00
238.90 | 228.20 | 220.30 | 221.00 | 218.60 | 217.00 | 218.50 | 206.80 | 190.60 | 190.90 | 183.50 | 183.70 | 185.80 | 185.60 | 183.80 | 179.70 | 178.00 | 177.00 |Common Shs Outst'g E | 175.00
95 10.8 118 12.3 132 12.1 15.7 216 219 16.5 126 379 20.6 19.9 212 19.4 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
n 69 1 WA] 87 81 98| 125| 114 94 82| 194 | 113| 113 | 112| 102 \ValuelLine  |Relative P/E Ratio 120
33% | 32%| 3.6%| 3% | 2.8% | 26% | 21% | 19% | 2.0% | 20% | 24% | 19% | 36% | 30% | 19% | 15% | ="' |Avg Ann'l Divd Yield 1.2%
CAPITAL STRUCTURE as of 3/31/06 ] 10373 | 7762.0 | 6752.0 | 7043.0 | 7151.0 | 4279.0 | 3909.0 | 4104.0 | 4411.1 | 5003.2 | 5500 | 5830 |Sales ($mill)~A 6650
Total Debt $847.3 mill. Duein 5 Yrs $445.7 mill. | 14.99% | 17.6% | 14.2% | 17.1% | 18.4% | 12.9% | 12.5% | 13.2% | 15.7% | 18.6% | 20.0% | 20.0% |Operating Margin 20.5%
(LJTD"ftgtrf;“;?n';'j'_'-l7 &Ttiﬂ;ﬂr?;‘rf;f’-o mil. 5420 | 4840 | 306.0 | 337.0 | 369.0 | 2720 | 206.0 | 1980 | 186.7| 17.2| 185| 195 |Depreciation ($mill 220
coverage: 16.1%) 7530 | 6280 | 4590 | 5820 | 6360 | 1730 | 1740 | 2130 | 307.8 | 4903 | 590 | 665 |Net Profit ($mill) 740
(31% of Cap'l) | 33.9% | 35.7% | 32.7% | 34.6% | 32.6% | 28.5% | 21.6% |28.8% | 29.7% | 32.3% | 33.5% | 33.5% (Income Tax Rate 34.0%
o ] 73% | 81% | 68% | 83% | 89% | 40% | 45% | 52% 7.0% | 9.8% | 10.7% | 11.4% |Net Profit Margin 11.1%
Leases, Uncapitalized Annual rentals $51.5 mill. [ 10770 [ 1714.0 | 2113.0 | 1474.0 | 1386.0 | 830.0 | 809.0 | 916.0 [ 11625 | 1245.7 | 1300 | 1450 |Working Cap'l ($mill) 2250
Pfd Stock None 161.0 | 156.0 | 908.0 | 911.0 | 9240 | 922.0 | 767.0 | 764.0 | 757.7 | 7482 725 705 [Long-Term Debt ($mill) 625
Pension Assets-/05 $1.68 bill. Oblig. $2.52 bil, | 4256.0 | 48110 | 3245.0 | 2637.0 | 2669.0 | 1600.0 | 1609.0 | 1667.0 | 1861.0 | 1649.1 | 1930 | 2290 |Shr. Equity ($mill 3150
Common Stock 177,512,501 shs. 17.0% | 12.8% | 11.6% | 17.2% | 185% | 8.0% | 85% | 10.1% | 12.6% | 21.4% | 23.0% | 23.0% |Return on Total Cap'l 20.0%
N 17.7% | 131% | 14.1% | 22.1% | 23.8% | 10.8% | 10.8% | 13.4% | 16.5% | 29.7% | 30.5% | 29.0% |Return on Shr. Equity 23.5%
MARKET CAP: $12.9 billion (Large Cap) 107% | 79% | 7.9% | 147% | 16.6% 2% | 3.2% | 57% | 10.0% | 21.1% | 22.0% | 22.0% |Retained to Com Eq 18.5%
CUR$|?W||ELI\ET POSITION 2004 2005 3/31/06 | 34% | 39% | 44% | 33% | 30% | 98% | 70% | 57% | 40% | 29% | 27% | 24% |All Div'ds to Net Prof 23%
Cash_Aséets 473.8 463.6 302.3 | BUSINESS: Rockwell Automation is a world leader in electronic  Rockwell Collins), 7/01; FirstPoint Contact, 9/04. R&D: 3% of '05
Receivables 7199  799.6  849.5 | controls. It has two operating segments: Control Systems (82% of  sales. '05 depreciation rate: 8%. Has about 21,000 employees. Of-
Ion%eenrtory (LIFO) gggi gggg ggg% 2005 sales) and Power Systems (18%). Sold graphic systems unit, ficers and directors own 1.9% of common stock (12/05 proxy).
Current Assets 2026I1 2186.5 2098.2 10/96; aerospace and defense ops., 12/96. Spun off Automotive President & CEO: Keith Nosbusch. Inc.: DE. Address: 777 East
Accts Payable 362.2 388I5 388.5 business (called Meritor Automotive), 9/97; Semiconductor busi-  Wisconsin Ave., Suite 1400, Milwaukee, WI 53202. Telephone:
Debt Dué 2 12 1015 | ness (called Conexant Systems), 12/98; Avionics business (called  414-212-5200. Internet: www.rockwell.com.
85;;2“‘ Liab ggé'é giéé 1%?2 Rockwell Automation remains active generate about $1 billion in revenue in fis-
_ - ——— on the acquisition front. In May, the cal 2006, or about 18% of the company’s
AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 company signed a definitive agreement to total. The proceeds will likely be used to
o chenge (persh) 10w, S¥rs, 0L | purchase GEPA mbH, a European pro- pay dividends, repurchase shares, and con-
“Cash Flow” 6.0% -95% 12.0% vider of change management software for tinue making acquisitions. The company
E.ﬁf.'&'ngs -j-ggf -g-ggf lg-ggf industrial automation, process control, and has indicated that, assuming board ap-
BoakValue 50% 950 115% | industrial information technology. The proval, it will increase stock buybacks.
Fiscal VY ol deal is part of ROK's strategy for expand- Our top- and bottom-line estimates will
e b ngRKAERL;(lSAJLES (:fom”lé) 20 feli| ing the asset management offerings within not reflect the divestiture until the compa-
Ends |V€C.5L Marol Jun.cU o€p-<U| Year | jts FactoryTalk integrated production and ny classifies these operations as discontin-
2003 19840 10290 10330 10580 |41040 | performance suite. Management did not ued. We will also wait until the completion
%ggg lfggg %gzgg %229 %ggg ‘S‘géé% disclose the terms of this agreement. The of the sale to factor the impact into our
2006 13014 13779 1375 18457 | 5500 deal follows two other purchases this fiscal projections.
2007 | 1350 1515 1440 1505 | se30 | Year- In December, ROK acquired Rockwell continues to turn in solid
Fiscal EARNINGS PER SHARE A B = Datasweep, Inc., a provider of production results. In the March period, share net in-
Year |pocal Mar3l Jun30 Sen.3o| Fiscdl management software and, in January, it creased roughly 36% on a year-over-year
Ends . 00 Jun. p- Year | purchased Caribbean Integration basis. The June-quarter comparison was
5002 %% 26 -21 i; %15 Engineers, Inc., which offers engineering probably a bit weaker, but still strong at
2885 65 gg '62 60 2'23 services in control systems integration, nearly 18%. For the full year, ROK will
2006 | 80 83 80 82 | 325| Process automation, computer system vali- likely earn $3.25 per share, which is $0.10
2007 ‘85 ‘90 ‘90 ‘95 | 30| dation, and IT solutions. higher than we were previously anticipat-
.UARTERL.YDIVIDEI\IIDSPAID.C — At the same time, the company has ing. We have also raised our fiscal 2007
gg"r M§r31 N30 52030 Decal 5””r announced its plan to sell some of its projection to $3.60 per share.
enda : : p. : €& pbusinesses. Management wants to divest This equity is ranked to outperform
%ggg %gg %gg %gg %gg gg the Dodge mechanical and Reliance Elec- the broader market in the year ahead.
%000 | 165 165 165 165 66 tric motors and motor repair services, the But long-term prospects are not exciting at
2005 | 165 165 225 225 78 | main businesses of ROK's Power Systems the recent share price.
2006 | 225 025 ' "7 | segment. Power Systems is expected to Marina Livson July 14, 2006

(A) Fsc. yr. ends Sept. 30th. (B) Dil. egs. Excl.

nir gains (losses): '91, 7¢; '92, ($6.70); '96,

(11¢); 97, 8¢; '98, ($3.47); '99, (11¢); '00, 35¢;

'01, 71¢; '02, (30¢); '03, 37¢; '04, 24¢; '05,
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14¢.
'06, (2¢). Next egs. rpt. due late July. (C) Divi-
dends historically paid in March, June, Sept.,

Excl. disc. op.: '03, 2¢; '04, 32¢; 05, 11¢;

Avionics unit, 7/01.

and Dec. = Div'd reinvest. plan avail. (D) Inc.

intg. In '05: $6.23/sh. (E) In mill. (F) Spun off
Automotive unit, 9/97; Semi. unit, 12/98;

Company’s Financial Strength A
Stock’s Price Stability 65
Price Growth Persistence 100
Earnings Predictability 45

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 13.3 RELATIVE DIVD
ROHM AND HAAS wrseaos o 44,390 130G )4 07708 30v el
TIVELINESS g Rasdnns | OV T58| 53| 535 260 201 44| 49| S0s| 203 56| 398 ais Target Price Range
SAFETY Lowered 6/25/99 LEGENDS
—— 11.0 x "Cash Flow" p sh
TECHNICAL 3 Rased 1506 |- Relaive Prce Srengin 160
_ 3 for-1 split  9/98 120
BETA 1.10 (1.00 = Market) Options: Yes 100
5009-11 PROJ ECTlON’S haded area indicates recession ————— | | | [rereesd===== 80
Price Galrg Angétg?rt]al 3fot-1 T 28
rfl)gl\l;] gg (Jfﬁgo% %?30//?, —I/I/inlilillh - e —( [NILTATL LT 0
Insider Decisions . — | ETI L II!I! iy W Ilii"! [IAITEATT |II|III 30
ONDIJIFMAMIJ o5 o -!1,,,.. R BN O M
1o Buy 000000O0O0O . l'|'|r||| . “nt ll ub oope®® e%e oy ® . . — X 20
Opions 001005 100][™ L R RN e . .
oSl 036013121 - = S BT % TOT. RETURN 8106 | -
Institutional Decisions THIS  VLARITH.
4Q005 102006 2Q0006 | percent 7.5 iy STOCK - INoEX
bl 135 Top g |chares S Wbttt bt I 3 07 404 [
HIds(000) 120693 122054 121455 L (111 (T Sy 387 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
1414 | 1436| 1511| 1611 | 1740 | 19.23| 2102 | 2190 | 2220 | 28.16 | 33.18 | 25.70 | 2590 | 28.86 | 3241 | 36.03 | 37.75| 39.10 |Sales per sh 4510
183 1.68 2.02 193 240 261 324 3.65 397 454 479 341 3.60 383 429 5.22 5.65 5.85 |“Cash Flow" per sh 6.75
1.03 .70 1.03 a7 1.26 141 1.80 2.04 2.20 2.09 1.73 .86 153 1.68 2.17 3.02 3.35 3.50 |Earnings per sh A 4.00
A1 A1 43 45 48 52 57 63 .70 .74 .78 .80 82 .86 97 112 128 1.44 |Div'ds Decl'd per sh B 2.10
2.06 1.38 1.40 1.88 1.67 2.06 1.76 1.39 1.37 1.70 1.89 1.82 1.84 152 143 158 1.95 1.95 |Cap’l Spending per sh 1.95
6.17 6.40 6.37 6.43 732 8.16 8.43 9.15 888 | 1833 | 17.62 | 1731 | 1410 | 1509 | 1641 | 17.65| 1950 | 21.35 Book Value persh € 26.00
199.74 | 192.47 | 202.69 | 202.93 | 203.08 | 201.98 | 189.43 | 182.63 | 167.59 | 189.61 | 207.31 | 220.43 | 221.13 | 222.45 | 225.26 | 221.90 | 220.50 | 220.00 |Common Shs Outst'g © | 215.00
10.3 19.9 173 236 15.6 13.6 12.7 144 15.0 18.0 20.0 39.7 238 203 18.7 15.0 | Bold figyres are |Avg Ann’l P/E Ratio 20.0
a7 127 1.05 1.39 1.02 91 80 83 .78 1.03 1.30 2.03 1.30 1.16 99 .79 ValuejLine Relative P/E Ratio 135
38% | 3.0%| 24%| 25% | 24% | 27%| 25% | 21% | 2.1% | 20% | 23% | 23% | 23% | 25% | 24% | 25% | ="' |Avg Ann'l Divd Yield 2.2%
CAPITAL STRUCTURE as of 6/30/06 3982.0 | 3999.0 | 3720.0 | 5339.0 | 6879.0 | 5666.0 | 5727.0 | 6421.0 | 7300.0 | 7994.0 | 8325 | 8600 |Sales ($mill) 9700
Total Debt $2198 mill. Due in 5 Yrs $925 mill. 21.4% | 22.4% | 24.1% | 24.4% | 20.7% | 17.2% | 18.6% | 19.7% | 17.2% | 19.8% | 20.0% | 20.5% |Operating Margin 20.0%
LT Debt $1802 mill. LT Interest $110 mill 2620 | 2790 | 2760 | 4510 | 6130 | 5620 | 457.0 | 4780 | 4810 | 48L0| 505| 515 |Depreciation ($mill) 590
(Total interest coverage: 10.6%) (31% Cap) |92 | 3040 | 3050 | 4100 | 3810 | 189.0 | 3390 | 3740 | 4860 6768| 740| 770 |NetProfit($mill 865
33.4% | 32.9% | 37.5% | 34.6% | 38.9% | 17.5% | 31.8% | 30.6% | 30.6% | 27.8% | 30.0% | 30.0% |Income Tax Rate 30.0%
Leases, Uncapitalized Annual rentals $78.0 mill. 9.0% | 9.9% | 106% | 7.7% | 55% | 33% | 59% | 58% | 6.7% | 85% | 88% | 89% |NetProfit Margin 8.9%
Pension Assets-12/05 $2.10 bill. Oblig. $2.41bill. | 5700 | 547.0 | 4120 | d130 | 587.0 | 797.0 | 922.0 | 730.0 | 1507.0 [ 1470.0 [ 1700 | 1890 |Working Cap'l ($mill) 2280
Common Stock 220.848 522 shares 562.0 | 509.0 | 409.0 | 3122.0 | 3225.0 | 2720.0 | 2872.0 | 2468.0 | 2563.0 | 2074.0 | 1825 | 1795 Long-Term Debt ($mill) 1750
a5 0f 7/21/06 R ' 1728.0 | 1797.0 | 1561.0 | 3475.0 | 3653.0 | 3815.0 | 3119.0 | 3357.0 | 3697.0 | 3917.0 | 4270 | 4650 |Shr. Equity ($mill) 5590
16.5% | 18.1% | 209% | 7.1% | 7.0% | 42% | 6.7% | 7.5% 8.8% | 12.3% | 12.5% | 12.5% |Return on Total Cap'l 12.5%
20.8% | 21.9% | 25.3% | 11.8% | 104% | 50% | 10.9% | 11.1% | 13.1% | 17.3% | 17.5% | 16.0% |Return on Shr. Equity 15.5%
Market Cap: $9.8 billion (Large Cap) 152% | 16.3% | 18.1% | 7.7% | 59% 5% | 51% | 55% 7.3% | 10.9% | 11.0% | 9.5% |Retained to Com Eq 7.5%
CUR$|?W||ELI\ET POSITION 2004 2005 6/30/06 | 32% | 31% | 32% | 34% | 44% | 90% | 53% | 51% | 45% | 37% | 37% | 41% |All Div'ds to Net Prof 52%
Cash Assets 674.0 570.0 495.0 | BUSINESS: Rohm and Haas Company is a specialty chemical pro- opment, 3.5% of 2005 sales. 2005 depreciation rate: 6.3%. Has
ﬁ]sg%lt\(/)ame(i":o) lgg?g 13%8 12%&58 ducer specializing in acrylics technology. Products: emulsions for ~ about 16,520 employees, 8,406 stockholders. Haas family controls
Other ry 2630 3030 3440 paint_sZ coatingsj gnd adhgsives; plastic additive;; acrylic plastic§; 28% of common stock; Dodg_e & Cox, 7_.4% (5/0_6 prox_y). Chairman
Current Assets 32470 30050 33060 | fungicides; herbicides; biocides; ion exchange resins and electronic & CEO: Raj L. Gupta. President: J. Michael Fitzpatrick. Inc.: DE.
Accts Payable 5420 617.0 594.0 materials. Merged with Morton International in 1999. 2005 Foreign ~ Address: 100 Independence Mall West, Philadelphia, PA 19106.
Debt Dué 77.0 121.0 396.0 | (outside of North America) sales, 52% of total. Research & devel- Telephone: 215-592-3000. Internet: www.rohmhaas.com.
831‘fém Liab, als B0 283 'Rohm and Haas reported second- R&D expenditures. In the second
—— . quarter earnings right on target with quarter, spending increased 9% from the
AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd'og?ﬁ% our estimate. Revenues advanced 5% year-ago period to $71 million. This in-
Jchange persh) - 10¥re - Syrs. 0| versus the year-ago period, to $2.1 billion, cludes products in its Electronic Materials,
“Cash Flow” 6.5% -05%  7.0% driven by increased demand and higher Coatings, and Performance Chemicals
Eiﬁ\llfifgiings ‘75-83 -g-ggf lg-ggf selling prices, which offset rising raw ma- markets. We think Electronics still has
BoakValue 85% 45% sow | terial and energy costs. The strongest per- much room for growth. Many customers
- formance was turned in by the Electronic have been testing the VisionPad VP 3100
cal- QUARTERLY SALES (8 i Full | Materials unit, where revenues increased and four customers have adopted the tech-
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | nearly 2196 year over year, while earnings nology. Additional versions of this product
2003 fi613 1570 1591 1647 16421 | adyvanced 58%. The segment experienced are aiso being tested. In addition, the com-
%ggg %gg% %gg% %ggg %g?‘z‘ ;ggg strong demand across all businesses. This pany is benefiting from strength of ion ex-
2006 D083 2081 2070 2091 8325 is likely to persist as Rohm continues to change resins at its Process Chemicals
2007 D130 2150 2140 2180 |sgoo | increase its investments in R&D (dis- unit. This should help drive the top-line
" cussed below) to meet the needs of its cus- performance over the next few years as
Cal- EARNINGS PER SHARE Full | tomers. Also, sales in Asia and other Rohm solidifies its market position.
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | omerging markets should represent a This neutrally ranked stock offers
2003 | 37 4l 45 451 168 greater percentage of the total in the com- above average total return potential
%88‘; % % ?(33 % %ég ing years as it expands its global footprint. out to late decade. The company genera-
2006 ‘s 87 71 78| 33| The company is divesting its Automo- tes solid cash flow, which should support
2007 ‘%8 ‘92 79 ‘81 | 350| tive Coatings business. Rohm sold its spending on product innovations. Also, the
UARTERLY DIVIDENDS PAD ® global Automotive Coatings business to balance sheet contains $495 million in
Cg" MQ31 Tn30 Sn30 Dec.al 5”” Nippon Paint for approximately $230 mil- cash. Moreover, the cash generated from
endar | Mar.o. Jun.ch oep.ou DEC.Sll YA | |ion jn cash, and is scheduled to close on the sale of its Automotive Coatings busi-
%ggg -%O -%O %% %% gé the deal shortly. The company is currently ness may be used to reduce the debt load,
2004 '2% 'zé %5 %5 ‘97 pursuing offers to sell its European fund an acquisition, and possibly increase
2005 | 25 29 29 29 112 | Automotive Coatings business, too. ) dividends.
2006 | 29 33 .33 Rohm and Haas continues to boost its Evan I. Blatter September 15, 2006

(A) Diluted egs. Avg. shares thru '96.

Excl. net nonrecurring gains (losses): ‘91, 36¢;
25); 93, (81¢); '96, 6¢; '97, 26¢; '98,

25¢; 799, (82¢); '00, (2¢); '01, 93¢. discontinued
© 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.

92, ($3.

operations: '06, (12¢). Incl. net unusual charge: | June, September, and December.
(C) Includes intangibles. At 12/31/05: $3219

'90,

Next egs. report due mid-November.
(B) Dividends historically paid early March,

6¢; '98, 8¢; '02, $4.10; '03, 42¢; '05, 15¢.
mill.; $14.38/share.

(D) In mill., adjusted for split.

Company’s Financial Strength B+
Stock’s Price Stability 75
Price Growth Persistence 65
Earnings Predictability 60

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 28.1') | RELATIVE DIVD

ROLLINS, INC. wyse.so S 2130 340 B)EW 13T LviE |
e A I A H R EH gt boes R
SAFETY 3 lowered6104 | LEGENDS, ]

3 T Rlaive Prve Stengh" 64

TECHNICAL 3 Rised 9806 |-, Reahe b g i
BETA .85 (1.00 = Market) 3-for-2 split  3/05 40
2009-11 PROJECTIONS K ggg(sed '\z‘:\?ea indicates recession o2 g 32

. ~ Ann'l Total b ] 2

) Price  Gain Return ooz Lo e 20
High 30 (+40%g 0% | v SR WAL R S N elelelelels kil T
Low 19 (-10%) -1% L P i L=
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Institutional Decisions oees® THIS  VLARITH.

302005 4Q2005 102006 STOCK  INDEX
way 43 s ea| Eement 43 . T e 23 a0
to Sel 76 57 57 | raded 1.5 bl b TG IEATL a1l | T 3yr. 747 523 [

HIUS(000) 26632 24310 25391 [T P w111 L Syr. 1535  59.2

1990|1991 | 1992 | 1993 | 1994 | 1995 1996 | 1997 [ 1998 1 /2002 [2003 [ 2004 | 2005 | 2006 [ 2007 | ©VALUELINEPUB.,INC. |09-11
547 5.95 6.59 117 751 7.69 8.06 7.20 8.01 9.90 | 10.00 | 10.87 | 11.80 | 13.20 | 14.30 |Revenues per sh 17.20
44 49 57 .66 12 .68 40 | d1.29 18 73 83 97 113 1.25 1.40 |“Cash Flow" per sh 1.70
.34 .39 48 .56 .62 58 28 | d1.37 04 40 51 62 .76 .85 1.00 |Earnings per sh A 1.20
A7 A7 18 .20 22 22 26 27 22 .09 13 16 .20 .25 .28 |Div'ds Decl'd per sh Bs .35
10 10 .08 10 10 11 13 12 15 15 .16 21 .38 .20 .22 |Cap'l Spending per sh .24
1.09 132 1.62 2.00 240 2.66 244 1.95 117 1.35 2.05 243 2.60 3.10 3.65 |Book Value per sh © 6.10
7982 | 79.95| 80.08| 80.26 | 80.61| 80.68| 77.84| 7482 | 68.60 67.20 | 67.74 | 69.06 | 68.01 | 6590 | 64.40 |Common Shs Outst'g O | 64.00
15.6 178 19.0 19.6 18.6 18.6 334 - NMF 232 265 26.4 25.2 | Bold figyres are |Avg Ann’l P/E Ratio 20.0
116| 114| 115| 116| 122| 124| 209 --| NMF 127 | 151 | 139| 135| \Valuelline |Relative PIE Ratio 135
31% | 25% | 2.0%| 18% | 19% | 21% | 27% | 3.0% | 2.6% 9% | 10% | 10% | 10%| ="' |Avg Ann'l Divd Yield 1.3%
CAPITAL STRUCTURE as of 6/30/06 6274 | 5386 | 549.1 6654 | 677.0 | 750.9 | 802.4 870 920 |Revenues ($mill) 1100
6.3% | NMF 9% 9.8% | 11.8% | 12.9% | 13.1% | 13.5% | 14.0% |Operating Margin 14.5%

Total Debt None 86| 84| 89 . 3| 216 | 202 230| 243| 260| 275 |Depreciation ($mill 30
Leases, Uncapitalized Annual rentals $1.1 mill 228 | d1048| 32| 72| 96| 169| 271 | 358| 437| 528| 560| 64.0 |NetProfit ($mill) 710
38.0% -- | 38.0% | 38.0% | 38.0% | 38.0% | 38.0% | 40.4% | 41.0% | 40.0% | 40.0% | 40.0% |Income Tax Rate 40.0%

Pension Assets-12/05 $123.7 mill. 36% | NMF 6% | 12% | 15% | 2.6% | 41% | 53% | 58% | 6.6% | 6.4% | 7.0% |NetProfit Margin 7.0%
Oblig. $148.9mill. [ 1262 | 1709 | 840 | d36 | d21.8 | d8.0 | d37 | 254 | d402 | d535| d40.0 | d30.0 [Working Cap'l ($mill) 75.0

Pfd Stock None 2| 92| 61| 25 3 P A 3 - Nil | Nil |Long-Term Debt ($mill) Nil
Common Stock 67,880,545 shs. 1903 | 1456 | 802 | 718 | 786| 855 907 | 1388 | 1675 177.0| 205| 235 |Shr. Equity (Smill) 3%
as of 7/15/06 11.3% | NMF | 3.7% | 9.6% | 12.1% | 19.8% | 29.9% | 25.8% | 26.1% | 29.8% | 27.5% | 27.0% |Return on Total Cap'l 19.5%
MARKET CAP: $1.4 bill. (Mid Cap) 12.0% | NMF | 4.0% | 10.0% | 12.2% | 19.8% | 29.9% | 25.8% | 26.1% | 29.8% | 27.5% | 27.0% |Return on Shr. Equity 19.5%
CURRENT POSITION 2004 2005 6/30/06 | 1.1% | NMF | NMF | 15% | 45% | 12.8% | 23.3% | 19.3% | 19.5% | 22.1% | 19.5% | 19.5% |Retained to Com Eq 14.0%
Cas(ﬁMAll_;_éLts 56.7 431 372 91% | NMF | NMF 85% 63% | 36% 22% | 25% 25% 26% | 29% 28% |All Div'ds to Net Prof 29%

Receivables 455 41.7 56.6 | BUSINESS: Rollins, Inc. owns and operates Orkin Exterminating, both subsidiaries of Johnson Prof; Western Pest Svcs, 4/04; Indus-
g;’heenrtory (FIFO) 323 32% 33‘;’ one of the nation’s largest pest- and termite-control service pro- trial Fumigant Co., 10/05. Has 7,800 employees. Rollins family &
Current Assets 147:8 138:0 136:4 viders. Services apprpximately 17 miI_Iion customers in thg United  directors own at_)out 56.8% of com.; M. Gabelli, 9_.0% (3/06 proxy).
Accts Payable 15.4 172 147 States, Canad_a, Mexico, and _the Caribbean. Sold of_'f Orkin Lawn Chrmn.: R. Ro_IIlns. Pres., CEO, & COO: G. Rollins. Inc.: DE. Ad-
Debt Due o o _.| Care and Orkin Plantscaping in July, 1997, and Rollins Protective dress: 2170 Piedmont Rd., N.E., Atlanta, GA 30324. Telephone:
Other 172.6 1743 178.5 | Services in Oct., 1997. Acq'd PRISM, 5/99 and PCO Svcs., 10/99, 404-888-2000. Internet: www.rollinscorp.com.

Current Liab. 1880 1915 1932 ' Most of Rollins business segments are for management. The company bought
ANNUAL RATES  Past Past Est'd’'03-'05| functioning well. The commercial busi- back 668,000 shares in the April to June
dchange fpersh) - 10¥s - S1is, 0L | ness is leading the way, as it increased interim, at an average price of $19.26.
“Cash Flow” 35% 265%  9.5% revenues 17% in the June period, thanks Furthermore, ROL is currently authorized
Earnings 1.0% 45.0% 115% | to both the recent acquisition of Industrial by its board of directors to repurchase an

Dividends 25% - 45% 135% | Fymigant Company (IFC) and organic additional 2,385,000 shares. Given past

ook Value -- 16.0% 19.0% . N h . L r
_ growth. The residential segment regis- trends, we expect this activity to continue

Cal- | QUARTERLY REVENUES ($ mill.) Full | tered a modest increase of 5%. Only the this year, as well as down the line.
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | termite line reported lackluster results, as Recent acquisitions are proving suc-

2003 |1551 1851 1783 1585 | 677.0 | it gained less than one percent. Looking cessful. In the most recent quarter, 1FC,

2004 11587 207.7 2023 1838 |E7509 | forward, the commercial business should which was purchased last October, made a

2005 | 1844 2143 2093 1944 | 8024 | continue to drive results. Demand for meaningful contribution to revenue and

%ggg %8‘5"-2 %ggz %ig ggge g;g these services is growing at a good clip, was accretive to earnings. The company

and Rollins seems adept at providing the has successfully negotiated a number of
cal- EARNINGS PER SHARE A Full | detail-oriented services its customers re- new contracts in the high-end food manu-
endar |Mar31 Jun30 Sep30 Dec3l| Year | qujre. For the full year, we are expecting facturing market. Elsewhere, Western

2003 | 11 20 14 07 Sl revenue growth of 8%, to $870 million. Pest Control, acquired in 2004, is continu-

2004 | 14 18 19 11| 62| Coupled with a modest margin improve- ing to gain market share in its east coast

2005 17 2 22 10 78| ment, our 2006 bottom-line expectation is pest control operations.

%88? %g %g %? %g 138 for earnings of $0.85 a share. =~ ) This issue offers below-average

: : : : : Conditions ought to remain similar in growth prospects, however. Looking

Cal- | QUARTERLYDIVIDENDSPAID®» | Full | 2007. Additional cost cutting efforts out to 2009-2011, we expect earnings

endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | shoyld lead to a 50 basis point operating growth to be modest. A contraction of the

2002 | 022 022 022 022 09 [ margin improvement. The top line should stock’s P/E multiple may well also limit its

2003 | 033 033 033 .033 131 advance 6%, to $920 million. Earnings for price appreciation prospects. Finally, the

2004 1 .04 .04 04 04 16| the year are expected to reach $1.00 a stock is ranked to perform in line with the

2005 1 .05 05 05 05 20| share, a 18% year-over-year improvement.  broader market over the next year.

2006 .063 063 .063 Share repurchases remain a priority Erik B. Kolb September 8, 2006
(A) Avg. shrs through 1997, diluted after. '02, | Next egs. report due late October. (C) Incl. intang. In '05: $121.5 mill., $1.76/sh. Company’s Financial Strength B++
'03, and '04 egs. don't sum due to rounding. (B) Dividends historically paid in mid-February, | (D) In mill., adj. for stock splits. Stock’s Price Stability 65
Excl. nonrecurring gains (charges): '95, (14¢); | May, August, and November. (E) Rev. does not sum due to acctg. change. Price Growth Persistence 70
'97, $2.09; '98, 7¢; '04, 12¢; 05, 3¢. = Dividend reinvestment plan available. 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.
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RECENT PIE Trailing: 16.9 RELATIVE DIVD
ROSS STORES, INC. oo _ 2" 2436 148G B 0861 L1vAt |
mewess 3w [ 10 53] S8 08T 5] 53] %3] W[ B[ w8 E[ %4 9 Tags, Phss mange
SAFETY 3 Rised5d% | LEGENDS , 12
10.0 x "Cash Flow” p sh
TECHNICAL 4 Loweredsiiuios | ;- - Relative Price Sirengtn 100
2 for-1 split  3/97 80
BETA 1.00 (1.00 = Market) 2-for-1 split  9/99 64
2009-T1 PROJECTIONS_ | dpionc ves - S N T o
Ann’l Total | Shaded area indicates recession i

Price  Gain Reurn ——— 11 71 | | | (0 A "0 0 |eeeeidaaaaa
fn 55 Gaasi 24 LR T e e 32
Low 35 (+45%) 11% I mj”” |!“! ! |_ I'e gg
Insider Decisions for- iy t -

SONDJFMAM ‘ewl ML= 16
s 888809989 L o 12
Sl 0000130431 L i I LS RO ML S % TOT. RETURN 7/06 |8
Institutional Decisions /mTl—".. ....°°1 *eses, o | ”|||| . ° THIS  VLARITH.

302005 4Q05 Q2006 | percent 45 e T R K ST A - STOCK  INDEX
to Buy 116 129 139 | shares 30 Y : ; Lyr. 5.3 3.0
to Sell 130 106 9 | yaded 15 {501 )R N PRI Y| PRI O SO0 NI ||| APPSR Y| 1111 R TN uhh 3yr. 118 523 [
HIds(000) 130201 132001 130963 [T TR IR I i Syr 1184 592
1990 | 1991|1992 1993|1994 | 19951996 [ 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11

432 473 5.12 5.68 6.46 725 856 | 1038 | 11.80 | 13.90 | 16.82 | 1891 | 2279 | 2593 | 2890 | 3431 | 39.95| 44.45 |Salespersh AB 70.35
.16 22 .26 .25 28 .36 56 7 .90 1.09 122 1.30 1.73 2.02 1.87 2.15 2.65 2.90 |“Cash Flow"per sh 475
.09 14 .16 14 .16 22 39 59 .70 .85 91 .96 1.26 147 119 1.36 1.65 1.80 |Earnings per sh © 3.00
-- -- -- 01 .03 03 04 .05 .06 .07 .08 .09 .10 13 18 22 .26 .30 |Div'ds Decl'd per sh P 45
.67 83 1.03 1.16 1.30 1.48 1.67 1.99 2.30 2.67 2.90 345 4.15 5.00 5.22 5.80 6.45 7.30 [Book Value per sh 11.05
184.79 | 195.93 | 203.69 | 197.56 | 195.46 | 196.81 | 197.33 | 191.67 | 185.00 | 177.55 | 161.05 | 157.92 | 154.98 | 151.21 | 146.72 | 144.11 | 139.00 | 135.00 |Common Shs Outst'g E | 123.00
12.1 12.4 12.6 13.8 11.6 8.3 11.8 135 14.0 124 95 138 158 154 225 20.1 | Bold figyres are |Avg Ann’| P/E Ratio 15.0
.90 .79 .76 82 .76 56 74 .78 73 71 .62 71 .86 .88 119 1.08 ValuefLine Relative P/E Ratio 1.00
-- -- - 3% | 15% | 17%| 8% | 6% | 6% | 6% | 9% | 7% | 5% | 6% | 7%| 8% | =" AvgAnnIDivd Yield 1.0%
CAPITAL STRUCTURE as of 4/29/06 1689.8 | 1988.7 | 2182.4 | 2468.6 | 2709.0 | 2986.6 | 3531.3 | 3920.6 | 4240.0 | 4944.2 | 5550 | 6000 |Sales ($mill) A8 8650
Total Debt None 29.3% | 30.2% | 30.6% | 31.0% | 30.9% | 30.7% | 25.6% | 25.6% | 22.6% | 22.5% | 23.0% | 23.0% |Gross Margin 23.5%
9.7% | 11.4% | 11.6% | 11.9% | 11.0% | 10.3% | 11.2% | 115% | 9.2% | 8.8% | 9.0% | 9.0% |Operating Margin 9.5%
309 325 349 378 409 452 507 568 649 734 795 865 |Number of Stores 1150
Leases, Uncapitalized Annual rentals $245.4 mill. 80.9 1175 1338 155.6 151.8 155.0 2012 | 2281 1795 199.6 235 250 | Net Profit ($m|II) 390
40.0% | 40.0% | 39.0% | 39.1% | 39.1% | 39.1% | 39.1% | 39.1% | 39.1% | 39.2% | 39.0% | 39.0% |Income Tax Rate 39.0%
No Defined Benefits Pension Plan 48% | 59% | 61% | 6.3% | 56% | 52% | 57% | 58% | 4.2% | 4.0% | 4.2% | 4.2% |Net Profit Margin 45%
Pfd Stock None 1348 | 1746 | 1708 | 190.7 | 197.0 | 2254 | 295.7 | 408.7 | 411.1 | 349.9 345 370 [Working Cap'l ($mill) 675
-- -- - - 30.0 -- 25.0 50.0 50.0 50.0 Nil Nil [Long-Term Debt ($mill) Nil
Common Stock 142,872,573 shs. 3288 | 380.7 | 4247 | 4734 | 4675 | 5445 | 6432 | 7554 | 7656 | 836.2 900 985 | Shr. Equity ($mill) 1360
as of 5/18/06 24.6% | 30.9% | 31.5% | 32.9% | 30.8% | 28.7% | 30.1% | 28.3% | 22.0% | 23.9% | 26.0% | 25.5% |Return on Total Cap'l 28.5%
. ) 24.6% | 30.9% | 31.5% | 32.9% | 32.5% | 28.5% | 31.3% | 30.2% | 23.5% | 23.9% | 26.0% | 25.5% |Return on Shr. Equity 28.5%
MARKET CAP: $3.5 billion (Mid Cap) 20.5% | 28.5% | 29.1% | 30.4% | 29.8% | 26.0% | 29.0% | 27.9% | 20.2% | 20.2% | 22.0% | 21.5% |Retained to Com Eq 24.5%
CU%?ELNLT POSITION 2004 2005 4/29/06 | g% | 7% | 8% | 8% | 8% | 9% | 7% | 8% | 14% | 15% | 15% | 16% Al Div'ds to Net Prof 14%
Cash Assets 1153 191.8  145.2 | BUSINESS: Ross Stores, Inc. operates a chain of 726 off-price re- 33,200 full- & part-time employees. Officers & directors own 3.3%
mt\e/gilt\tl)?;)k(elgetail) 823% gég% 9388 tail stores, mostly in the West and Southeast. Stores offer primarily of stock; Capital Research, 10.4%; AMVESCAP PLC, 7.7% (4/06
Other 1231 1699 106.2 | first-quality, in-season apparel, shoes, cosmetics, apparel-related —proxy). Chairman: Norman A. Ferber. Vice Chairman, CEO & Presi-
Current Assets 1122.7 12289 1267.4 | accessories, fragrances, giftware, linens, & a variety of home mer-  dent: Michael Balmuth. Incorporated: Delaware. Address: 4440
Accts Payable 4519 4746 546.3 | chandise, sold 20%-60% below department- & specialty-store Rosewood Dr., Bldg. 4, Pleasanton, California 94588-3050. Tel.:
Debt Due 50.0 -- | prices. Also has 20 dd's DISCOUNTS stores in California. Has — 925-965-4400. Internet: www.rossstores.com.
Other 2507 3544 3442 . - - —
Current Liab. 7116 8790 8905 | Ross Stores’ share earnings ought to Bo plan thelrI own |rl;ventor|es I(;l ordekr] to
———— advance about 20% in fiscal 2006 (be- better capitalize on buying trends in their
OAf'mh’g’:L(pErAsTh)Es 136}?; fast Estd 03 05| gan January 29th). Same-store sales are individual areas. Management believes
Sales 65% 16.0%  15.5% likely to improve by 3%-4% this year that regional planning has caused per-
“Cash Flow” 21 0% 135% 15.5% thanks to higher unit volume. Customers formance in markets such as the South-
Earninge 23.9% 105 145% | are responding favorably to the retailer’s east and Mid-Atlantic to lag expectations.
Book Value 15.0% 155%  13.0% offerings, driving our expected sales gains. Scheduled for completion in the first half
Eiscal | QUARTERLY SALES (S mill) A Fun | Also, the bottom line is likely to benefit of 2008, this project should help boost op-
A | orPer JulPer Octper Janper| ecd | from the company’'s recently updated dis- erating profit. Also, this initiative should
gins |Apr.Per Jul.Per Oct.Per Jan.Per| Year - - . - h .
2003 18793 9656 9770 10987 139206 tribution system, which enables it to oper- be of benefit when the company begins to
2004 | 9919 10086 10277 12118 |42a00 | Bt€ with lower inventory levels. This ap- expand into new geographies. )
2005 [1124 1172 1237 1411 |a9442 | Proach allows Ross to respond more quick- Ross is likely to continue buying back
2006 1202 1308 1330 1620 |[s550 | Y to customer buying preferences and shares. After repurchasing about $50 mil-
2007 [1400 1435 1470 1695 |eoo0 | reduces the need for markdowns, which lion worth of shares in the first quarter,
Fiscal EARNINGS PER SHARE A © Ful | are a drag on margins. Earnings this year the company has about $350 million left
BYE%ai;]S Apr.Per Jul.Per Oct.Per Jan.Per Rscal | should also benefit from having a 53rd under a two-year program, authorized by
2003 D = B 8 | 147 week in the fiscal year. We anticipate that the board in the final quarter of 2005. We
2004 2 9 e a3 | 119 the extra week will add roughly $0.07 a expect Ross to use the full authorization
2005 3 29 5 29 | 138 share to thga bottom Ilne._ The extra yveek, by the end of 2007.
2006 | 41 32 29 63 | 165| however, will make earnings comparisons These neutrally ranked shares are an
2007 46 38 35 61 | 180| tough in fiscal 2007, leading us to believe above-average selection for 3- to 5-
Cal- | QUARTERLY DIVIDENDS PAID © ull Ross won't reach its goal of a 15%-20% an- year appreciation potential. A com-
endar |Mar3l Jun.30 Sep.30 Dec3l| vear | NU@l €arnings gain that year. bination of decent same-store sales
2002 | 022 04 04 0 09 The company is developing a new IT growth, new store openings, margin im-
2003 | 024 029 029 029 ‘11| system. Ross is working on a new micro- provements, and share repurchases should
2004 | 029 043 043 043 ‘15 | merchandising initiative in order to ad- enable Ross to achieve mid-double-digit
2005 | 043 05 05 .05 19| dress the needs of its customers at a more annual earnings advances to 2009-2011.
2006 | .06 06 local level. This program will allow stores Jerry W. Gray Jr. August 11, 2006

(A) Fiscal year ends on Saturday closest to

Jan. 31

sales of leased departments. (C) Diluted earn-
ings. Next earnings report due mid-Aug. Excl.
© 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.

of following calendar year. (B) Excl.

nonrecurring gain (losses): ‘94, 3¢; '99, (3¢);
'04, (6¢). '03 EPS don't add to full-year total
due to changes in shares outstanding, '05 due | for stock splits.
to rounding. (D) Dividends historically paid in

early January, April, July, and October. Two
dividends paid in 3Q of '05. (E) In millions, adj.
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Stock’s Price Stability 60
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Earnings Predictability 80
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SAFETY 3 New7l27io0 LEGENDS
2 T Rlive Bute Strin 64
TECHNICAL Lowered 7/28/06 Sior1 St 10108 g 48
BETA .85 (1.00 = Market) Options: No 40
2009-11 PROJECTIONS haded area ndicatesrecesson | | | | (| . [ . ot V[ 1 3
) . Ann'l Total L - 2
) Price  Gain Return Nl A LT L %0
I|:1(|)(%JI\|7 ég Ei;gg;g; lgg?) [1“I'i"TI|” i H = W l-.ii-: -!'!'I'!Il print! T ' 16
Insider Decisions IIJ':TMT Al e e — lh”“”“ L i 12
SONDJFMAM |-.||||I||"" o R . 3
By 000000O0O0O T B o P s Y
Options 0 0 200200 2 IR L6
oSll_0 010000071 % TOT. RETURN 6/06
Institutional Decisions THIS  VLARITH.
30205 402005 102006 STOCK  INDEX
by ey es gy|PDeent @ e iy 26 118 [
to Sell 69 76 65 | traded 3 I \ - MR MNTNImANARm i 3yr. 649 639 [
Hd's(00) 28392 28694 30242 TTTYTerESSYPerTIeTy | EEERTTTTTTEL T reeOm 0 eveeeet v e AL AR R AR A Sy 603 597
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
36.17 | 3213 | 34.02| 37.63| 4117 | 4465| 46.11| 49.36 | 5343 | 56.51 | 58.04 | 59.23 | 56.92 | 58.95 | 61.39 | 61.91 | 70.85 | 7545 |Sales pershA 92.40
1.34 1.25 141 1.52 1.55 1.78 1.96 2.28 2.43 2.61 2.17 2.17 2.85 297 3.04 3.06 350 3.85 | “Cash Flow"per sh 5.00
.54 .59 .65 .70 68 84 .92 1.02 1.00 1.08 1.10 1.03 121 1.29 1.38 144 1.55 1.75 |Earnings per sh 8 2.65
18 19 .20 22 22 25 .26 32 32 .33 .36 .36 .36 .36 40 44 44 48 |Div'ds Decl'd per sh s .52
4.65 5.05 551 5.95 6.28 6.82 747 8.17 8.82 9.55 | 10.23 9.61 985 | 1071 | 1176 | 12.72| 1390 | 15.10 |Book Value persh 21.00
390.32| 46.00| 46.12| 46.04| 46.35| 46.37| 4646 | 46.60 | 4655 | 4645 | 46.22 | 46.32 | 4645 | 46.22 | 46.73 | 47.89 | 46.00 | 46.00 |Common Shs Outst'g® | 45.00
12.6 11.0 13.0 144 14.7 125 135 145 17.7 171 123 134 135 113 139 16.0 | Bold figyres are |Avg Ann’| P/E Ratio 13.0
94 .70 .79 85 .96 84 85 84 .92 97 .80 .69 74 64 73 .85 ValuefLine Relative P/E Ratio 85
26% | 29%| 23% | 21% | 22% | 24% | 21% | 22% | 18% | 18% | 27% | 26% | 22% | 25% | 21% | 1.9% | =" |Avg Annl Divid Yield 1.5%
CAPITAL STRUCTURE as of 4/2/06 21425 | 2300.1 | 2487.4 | 2624.8 | 2682.8 | 2743.3 | 2644.2 | 2724.7 | 2868.6 | 2964.7 | 3260 | 3470 |Sales ($mill) A 4160
Total Debt $187.8 mill. Due in 5 Yrs $40.0 mill. 29.6% | 30.0% | 30.1% | 304% | 30.9% | 30.7% | 31.4% | 31.4% | 31.8% | 31.8% | 32.0% | 32.0% |Gross Margin 32.0%
g&ﬁ&g}gfggg'ﬁ e,gs'xn)‘eres‘ legl;/ogf"ga p | 61| 67%| 64% | 67% | 68% | 66% | 70% | 66% | G6% | 65% | 70% | 70% Operating Margin 75%
ge: 8. ’ P 134 138 144 147 156 137 143 117 138 145 155 165 | Number of Stores 180
427 417 46.8 50.7 51.0 48.0 56.4 59.9 64.7 68.6 70.0 80.0 | Net Profit ($mill) 120
Leases, Uncapitalized Annual rentals $62.0 mill. | 30.96% |33.06% [33.84% |37.69% [39.57% |38.62% [34.43% [34.98% |36.09% |36.22% | 37.0% | 38.0% |Income Tax Rate 38.0%
Pension Assets-10/05 $202.6 mil. ) 20% | 21% | 19% | 19% | 1.9% | 17% | 21% | 22% | 23% | 23% | 21% | 2.3% |Net Profit Margin 3.0%
Oblig. $282.4 mill. 652 | 889 | 874 1200 | 1328 | 1123 | 1661 | 1616 | 188.0 | 1341 190| 130 |Working Cap'l ($mill 110
Pfd. Stock None 159.2 | 189.9 | 1914 | 1985 | 2250 | 1564 | 1852 | 1575 | 157.6 | 1551 145 140 |Long-Term Debt ($mill) 130
3469 | 3805 | 410.7 | 4437 | 4730 | 4454 | 457.7 | 4953 | 549.7 | 608.9 640 700 |Shr. Equity ($mill) 945
Common Stock 47,609,000 shs. 9.6% | 96% | 9.1% | 9.0% | 85% | 9.2% | 9.7% | 10.1% | 10.1% | 9.8% | 9.5% | 10.5% |Return on Total Cap'l 12.0%
. ) 12.3% | 12.5% | 11.4% | 11.4% | 10.8% | 10.8% | 12.3% | 12.1% | 11.8% | 11.3% | 11.0% | 11.5% |Return on Shr. Equity 12.5%
MARKET CAP: $1.1 billion (Mid Cap) 88% | 8.6% | 78% | 80% | 7.3% | 7.0% | 8.7% | 8.7% | 84% | 7.8% | 8.0% | 8.5% |Retained to Com Eq 10.0%
CUF@EE’N POSITION 2004 2005 412106 | 289 | 31% | 32% | 30% | 33% | 35% | 30% | 28% | 29% | 30% | 29% | 28% |All Div'ds to Net Prof 20%
Cash Assets 1071 621 16.8 | BUSINESS: Ruddick Corp. is a holding co. with two wholly owned Jan. of 1996. Assets from Threads USA were acq. in June of 1996.
mt\e/gilt\tl)?ele(ilFO) 2388 2473421 Zggé subsidiaries: Harris Teeter, Inc. (89% of FY '05 sales, 97% of oper- Has abt. 5,867 shareholders; 20,400 employees. Officers & direc-
Other 379 376 42,7 | ating profit), a southeastern regional supermarket chain; and Amer- tors own 10.1% of com.; T. Rowe Price, 16.1% (12/05 Proxy).
Current Assets 7459 4253 4035 | ican & Efird, Inc. (11%, 3%), a manufacturer and distributor of in-  Chairman, President, and CEO: Thomas W. Dickson. Inc.: North
Accts Payable 1482 165.0 172.1 | dustrial sewing thread, with manufacturing ops. in N.C. and eight ~Carolina. Address: 301 S. Tryon St., Suite 1800, Charlotte, N.C.
cD)ttar?érDue ééé 1%22 1%%3 foreign countries. The Jordan Graphics, Inc. subsid. was sold in  28202. Telephone: 704-372-5404. Website: www.ruddickcorp.com.
Current Liab. 2579 2912 2993 | Ruddick Corp. is gaining top-line mo- force hbehind the company’sh modest
— mentum. The company increased sales by growth in coming years. The super-
OAf'mh’g’:L(pErAsTh)Es jpast Past Estd 93051 8.9% in the second quarter of fiscal 2006 market division currently makes up over
Sales 40% 15%  6.0% (ended April 2, 2006). The top line was pri- 90% of Ruddick’s top and bottom lines.
“Cash Flow” 6.5%  3.0%  85% marily helped by improved sales of over The company is looking to expand the divi-
Earninge oo 2 123 1 9% in the Harris Teeter (HT) segment, sion's reach, and expects to open a total of
Book Value 65%  40% 11.0% due to new store activity. 18-20 stores this year and next, mainly in
Fiscal | QUARTERLY SALES ($ mill.) ran | The company’s two segments offer the core markets of northern Virginia and
gﬁgg Dec.Per Mar.Per Jun.Per Sep.Per F\i(seg?l very different opportunities. The two Washington D.C. We would not be sur-
2003 16784 6852 6850 6761 (77247 divisions essentially operate as completely prised to see Ruddick expand its geog-
2004 |6924 7008 7027 7727 |286856 different businesses and therefore offer raphical reach into regions where HT does
2005 |7269 7355 7498 7525 20647 | RUMdick some diversity. American & Efird, not have much of a presence.
2006 |7966 8007 820 8427 |360 | the company's thread manufacturer, is We look for fiscal 2006 and 2007 share
2007 |830 840 860 940 |3470 | currently operating in a tough environ- net to improve at a high single-digit
Fiscal EARNINGS PER SHARE A B Far | Mment. However, the segment made a to low-teen rate. This assumes that both
gﬁgg Dec.Per Mar.Per Jun.Per Sep.Per FY'Z‘;?' couple of domestic acquisitions in 2005, A&E and HT continue to grow at a steady
2003 % 1 3 B 129 which helped A&E’s March-period sales pace. In particular, we look for new HT
2004 20 2 36 28 | 13g| increase by 6.9%. That said, we look for store openings and an eventual improve-
2005 35 20 37 3 | 14| the majority of the thread division's future ment in the domestic apparel industry to
2006 | 36 42 39 38 | 155| acquisitions to be made overseas, particu- give the segment’s top and bottom lines
2007 39 46 44 46 | 175| larly in China and Central America. In somewhat of a boost over the next few
C fact, Ruddick currently has more capacity years. For now,
e(n:g'ér MgrllJ?/)AlRTEmBPOIVI[%EAFI)IIJSSOPAI&CI31 E:E'l'r in China than it does domestically. Over- Ruddick stock does not offer much in-
2002 | .09 09 09 09 3| Seas sales accounted for about 50% of vestment appeal. These shares garner a
2003 | 09 09 09 09 36| A&E's sales in the second quarter and Below-Average rank for Timeliness (4) and
2004 | 10 10 10 10 ‘40| management views A&E as a long-term offer a cut below-average 3- to 5-year price
2005 | 11 11 11 11 44| growth business. That said, appreciation potential.
2006 | .11 11 HT will continue to be the driving GeorgeY. Lee August 4, 2006

(A) Periods end on last Sunday in calendar

quarter. Fiscal year ends on Sunday closest to

Sept. 30th.

(B) Pro-forma through '96, diluted thereafter.

Excludes nonrecurring items: 93, (14¢); '01,
($1.05); '02 ($0.09). Next earnings report due
mid-August.

available.

(D) In millions, adjusted for stock split.
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(C) Dividends historically paid in January, April,
July, and October. = Div'd reinvestment plan
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ANNUAL RATES Past

Past Est'd '03-'05

of change (persh)  10Yrs. 5Yrs. t0 '09-'11
Sales 10.5% 11.5% 11.5%
“Cash Flow” 17.5% 155% 13.5%
Earnings 19.0% 16.5% 15.0%
Dividends -- -- Nil
Book Value 125% 15.0% 11.5%
Cal- QUARTERLY SALES (§ mill.) Full
endar |Mar.Per Jun.Per.Sep.Per.Dec.Per.| Year
2003 | 7380 7762 8927 946.9 | 3353.8
2004 | 886.6 9457 1033.6 1194.4 |4060.3
2005 |1063.0 1104.4 11254 13431 | 46359
2006 |1161.8 12204 1355  1557.8 | 5295
2007 1325 1375 1490 1685 | 5875
Cal- EARNINGS PER SHARE A Full
endar Mar.Per.Jun.Per.Sep.Per. Dec.Per.| Year
2003 27 37 .52 39 155
2004 32 43 35 43| 153
2005 37 45 Al 59| 1.82
2006 40 .50 .57 68 | 215
2007 A7 .59 .69 80 | 255
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2002

2003 NO DIVIDENDS

2004 BEING PAID

2005

2006

SCHE'N HENRY |NC RECENT 48 39 PIE 21 8(Trai|jng:25.5 RELATIVE 1 30 DIVD Nll
\ NDQ-HSIC PRICE . RATIO . O \Median: 200/| PERATIO L. YLD
mewess 3 e [ 00T 5] B8] 231 B[ 23] 63 22] B2 B RI| 82 @ Tags! Sice Ronae
SAFETY 3 Newl21198 LEGENDS
—— 16.0 x "Cash Flow" p sh 128
TECHNICAL 3 Raised 316 | - Relaive Price Strengh
-for-1 split  3/05 96
BETA .75 (1.00 = Market) Options: Yes . 80
2009-11 PROJECTIONS haded area indicates recession 2-for-1 64
. ~ Ann’l Total ' o= | fmmmmmgmmme. 48
fon 82 (833 4% ‘I,f,r‘“”’ﬁ' 32
Insider Decisions |i| I.'/'|Ini/| IIiI 24
OND IEM AN ) R K 1 A1 15
Onicrs 004003030 I e it R AL R A 5
Sl 004004040 I'// i [T I Bl O ’ % TOT. RETURN 7/06
Institutional Decisions — | || ||| of omoeme| ™ THIS  VLARITH.
3Q2005  4Q2005  1Q2006 Percent 24 I | 1yr ST%Cg INgE(;( -
bel T Tie 15| shares 16 gl by = e sy 23 523 |
Hds000) 77454 76271 77273 Lo e e e T R ey T Syr. 1563 592
Henry Schein, Inc. was founded in the | 1996 | 1997 | 1998 | 1999 | 2000 |2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
1930's as a direct marketer of discounted | 18.63 | 21.60 | 23.95 | 28.08 | 2843 | 29.97 | 3207 | 3832 | 46.86 | 53.23 | 60.15 | 68.30 |Sales persh 88.15
prescription medicine. It went public on No-| 61| 76| 99| 108| 124| 144 | 166 | 202 | 217| 256 | 285| 335 |“CashFlow" persh 4.85
vember 11, 1995, when the company sold A7 52 7 1 84| 101 | 131| 155| 153| 182| 215| 255 |Earnings persh A 3.80
14,179,500 shares to the public at $8 a . . . . - - .- .- . . Nil Nil | Div'ds Decl'd per sh Nil
share. A secondary offering was carried out 25 23 42 42 35 54 54 45 44 58 50 55 [Cap'l Spending per sh 60
on June 21, 1996. 13,107,750 shares were | 655 | 585| 577| 636 | 691 | 797 | 978 | 1147 | 1276 | 14.12| 1620 | 18.00 [Book Value per sh B 24.60
offered for $17.50 a share. Both deals were [ 4454 | 7029 | 8024 | 8141 | 83.77 | 8537 | 88.08 | 8752 | 86.65 | 87.09 | 88.00 | 86.00 |Common Shs Outstg C | 78.00
underwritten by William Blair & Co. 37| 324 274 164 1L1] 176 | 178 169 | 2L9| 220 Boldfigires are |Avg Ann'l PJE Ratio 18.0
Total Debt $519.4 mill. Due in 5 Yrs $250.0 mill. -- -- - - - - - -- - -- ) Avg Ann’l Div'd Yield Nil
(LTTotDa‘f?rftgfei?gng'ra . L1T1 ';‘X‘)Efe“ ?zzeld/mllcljap’n 830.0 | 1518.1 | 19217 | 2285.7 | 23817 | 2558.2 | 2825.0 | 3353.8 | 40603 | 46359 | 5205 | 5875 |Sales ($mil) 6875
T 45% | 51% | 6.0% | 65% | 6.8% | 7.2% | 7.9% | 8.1% | 68% | 74% | 7.7% | 8.0% |Operating Margin 8.7%
79| 144] 200| 283| 338| 36| 283 | 368| 513| 603| 610| 630 |Depreciation ($mill) 75.0
Leases, Uncapitalized Annual Rentals $43.2 mill. 193 | 390| 594 | 596 | 701 | 874 | 1176 | 1395 | 1366 | 1624 190 225 |Net Profit ($mill) 305
No Defined Pension Benefit Plan 38.7% | 43.7% | 36.9% | 41.8% | 37.1% | 37.0% | 37.0% | 37.4% | 37.1% | 36.7% | 36.5% | 36.5% [Income Tax Rate 36.5%
Pd Stock None 23% | 26% | 3% | 2.6% | 2.9% | 34% | 42% | 42% | 34% | 35% | 3.6% | 3.8% |Net Profit Margin 4.4%
2048 | 307.1| 4036 | 4284 | 4235 | 489.9 | 604.2 | 637.3 | 7368 | 860.3| 925| 1025 |Working Cap'l ($mill) 1375
246 | 932 | 1804 | 3182 | 266.2 | 2422 | 2426 | 247.1 | 5257 | 4895 | 470 | 450 [Long-Term Debt ($mill) 325
Common Stock 88,172,118 shares 291.8 | 4112 | 4630 | 5179 | 579.1 | 680.5 | 861.2 | 1004.1 | 1106.1 | 1229.5 | 1425 | 1550 |Shr. Equity ($mill) 1920
as of 8/2/06 - i 6.6% | 83% | 101% | 84% | 9.5% | 10.4% | 11.5% | 11.9% | 8.9% | 10.2% | 10.0% | 11.5% |Return on Total Cap'l 13.5%
MARKET CAP: $4.3 billion (Mid Cap) 6.6% | 9.5% | 12.8% | 115% | 12.1% | 12.8% | 13.7% | 13.9% | 12.3% | 132% | 13.5% | 145% |Return on Shr. Equity | 16.0%
6.6% | 9.5% | 12.8% | 11.5% | 12.1% | 12.8% | 13.7% | 13.9% | 12.3% | 13.2% | 13.5% | 14.5% |Retained to Com Eq 16.0%
CURRENTPOSITION 2004 2005 7/L/06 | | .| .| .| .| | | | .| .| Ni| N |AlIDvdstoNetProf Nil
ggggic\:gl%tss %ggg gggg é?gg BUSINESS: Henry Schein, Inc. is the world's largest distributor of catalogue and direct sales. Multiple acquisitions. Foreign sales:
Inventory (FIFO) 4865 5055 551.6 | healthcare products to office-based practitioners. Distributes dental  31.2% of 2005 total. Has about 11,000 emps., 625 stkhidrs of rec-
Other 2029 161.6 152.0 | (consumable 46.9% of '05 sales; large eqpmt. & lab., 17.0%), medi- ord. Offs./Dirs. own 3.7% of cmmn; T. Rowe Price, 7.3%; FMR
Current Assets 1430.7 1584.4 1522.8 | cal (30.6%), vet. supplies (3.6%), and tech. (1.9%). Operates chief-  Corp., 8.1%; Neuberger Berman, 6.6% (4/06 Proxy). Chrmn., CEO,
Accts Payable 367.2 3714 351.6 | ly in the U.S., Canada, and Europe. Products (90,000 SKU's) are & Pres.: Stanley M. Bergman. Inc.: DE. Addr.: 135 Duryea Rd., Mel-
gﬁ?érDue 3 122 3?3;(13 23?‘11 sold to over 500,000 customers (dental and med. practices) thru. ville, NY 11747. Tel.: 516-843-5611. Web: www.henryschein.com.
Current Liab. 6939 7241 6721| Our earnings estimate for Henry from $2.08-$2.14 to $2.10-$2.16.

Schein in 2006 remains $2.15 a share,
following second-quarter results that were
precisely in line with our expectations. On
a continuing operations basis, revenues
were up 10.5% (5.9% internally generated,
4.4% from acquisitions, and the balance
from changes in exchange rates). Organic
growth decelerated modestly, primarily in
the Medical segment, but we aren’t partic-
ularly concerned because this reflects, in
part, a sales mix shift, from high-priced
branded pharmaceuticals to cheaper (but
higher-margined) generics. It also reflects
an ongoing pullback from low-margin pro-
ducts. Significantly, profitability continues
to improve, as acquisitions of recent years
are better integrated and the company
generates incremental operating leverage.
On an apples-to-apples basis, adjusted for
the implementation of an options-related
accounting change, share earnings rose
16%. The year-over-year gains should be
even greater in 2006’s second half, as ship-
ments of flu vaccines ramp up from the
substantially depressed 2005 level; the
full-year advance ought to approach 26%.
Management recently raised its guidance

We have added a nickel a share to our
earnings figure for next year. The over-
all dental market shows no signs of slow-
ing, and underlying growth in medical is
probably in the mid-single-digit neighbor-
hood. Problems with flu vaccine shortages
appear to be in the rearview mirror, and
the company has room to keep margins ex-
panding, particularly in the European op-
erations. Factoring in recent acquisitions,
which have historically been a big part of
Schein’s growth strategy, share net should
advance by almost 19% in 2007, to $2.55.
Our position on this equity remains
neutral. HSIC shares are ranked to mere-
ly keep pace with the average stock in the
year ahead, reflecting lackluster share-
price. momentum of late. Looking out
longer term, we fully expect the company
to increase earnings at a healthy rate. A
good chunk of this expectation appears to
be discounted in current valuations, how-
ever, providing for 3- to 5-year price appre-
ciation potential that's slightly below-
average. So, we would recommend that in-
vestors take positions on price retreats.

(A) Fiscal year ends last Saturday of Decem- | $0.08. Next earnings report due late Oct.
ber. Diluted earnings. Excludes nonrecurring
losses: '96, $0.06; '97, $0.55; '98, $0.52; '99,

$8.6

$0.12; '00, $0.16; '02, $0.01; '03, $0.02; '05,

© 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) Includes goodwill: in 2005, $750.1 million,

1/share.

(C) In millions, adjusted for a stock split.

George Rho September 1, 2006
Company’s Financial Strength B+
Stock’s Price Stability 75
Price Growth Persistence 85
Earnings Predictability 90
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TMEUNEss 3 rasessss | OV 297) 070 580 183) B3| H3| B3| Be| %S| M7 B3 8 Target Price Range
SAFETY 2 paseduz2e [ LEGENDS
TECHNICAL 4 Lovered8igios |-~ Relave Pice Srengh 200
2 for-1 split  9/04 160
BETA .85 (1.00 = Market) Options: Yes
2009-11 PROJECTIONS haded area indicates recession 100
Ann’l Total [ D D e 0
Price  Gain Return O [ | leooocdocoon
High 95 (+130%; 24% £ 1 60
Low 70 " (+70%) 15% m e T L ig
Insider Decisions iy, bt e
SONDJFMAM | “H'vl"ltw"/u'{— 30
Goors 609000000l N AL 2
Sl _0 00000000 sl L[| T Lueuer RN s S S N % TOT. RETURN 7/06
Institutional Decisions Ll P e S S T THIS  VLARITH.
00005 4Q2005 102006 | percent 12 STOCK  INDEX
e S T L . : T e mROARTU 3 56 w9
HUs(000) 87885 88304 84525 T O PP PO TP FRC T LA AL O RA OCRERR A Sy 275 59.2
1990|1991 1992 | 1993 | 1994 | 1995 | 1996 1998 | 1999 [ 2000 [ 2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
8.70 8.72 8.47 8.06 7.64 6.43 6.95 7.70 9.26 | 10.05 | 10.92 9.07 959 | 1158 | 13.28 | 1540 | 1530 | 16.25 |Sales persh 21.00
1.20 123 1.23 127 1.50 1.00 113 131 1.50 1.60 1.73 153 1.84 1.95 2.19 247 2.95 3.20 |“Cash Flow” per sh 4.25
AT A48 42 46 81 59 71 82 81 93 1.03 .90 1.44 152 1.75 1.89 2.20 2.45 |Earnings per sh AF 325
.20 .20 .20 22 23 25 26 26 .26 .28 .28 .30 .30 .30 .39 43 AT .50 |Div'ds Decl'd per sh Bs 56
57 1.01 97 .69 .60 .36 33 .35 43 51 A7 43 .55 55 47 44 .70 .75 |Cap'l Spending per sh .80
428 452 491 5.75 6.78 744 5.85 6.50 6.80 7.45 8.11 8.53 947 | 1125 | 1284 | 1401 | 1575| 17.75 |Book Value persh € 25.25
149.05 | 149.07 | 149.23 | 149.52 | 159.69 | 160.13 | 161.53 | 161.26 | 157.09 | 156.28 | 157.48 | 158.40 | 160.07 | 161.94 | 163.19 | 163.28 | 163.50 | 163.00 |Common Shs Outst'g © | 162.00
19.4 213 303 29.0 17.7 28.0 244 24.2 311 252 243 35.6 26.3 280 284 25.7 | Bold figyres are |Avg Ann’l P/E Ratio 26.0
144| 136| 184| 171| 116| 187| 153 | 139| 162| 144 | 158 | 182 | 144 | 160 | 150 | 135| ValuelLine  |Relative P/E Ratio 175
22% | 20%| 16% | 17% | 16% | 15% | 15% | 1.3% | 1.0% | 1.2% | 1.1% | 9% | 8% | .7% 8% | 9% | UM |Avg Annl Divd Yield 6%
CAPITAL STRUCTURE as of 3/31/06 11219 | 1242.0 | 1454.6 | 1571.3 | 1719.4 | 1437.1 | 1535.7 | 1874.8 | 2167.5 | 2514.0 | 2500 | 2650 |Sales ($mill) 3400
Total Debt $1089.0 mill. Due in 5 Yrs $400.0 mill. | 2450 | 26.4% | 26.1% | 25.5% | 26.4% | 27.2% | 26.1% | 23.2% | 24.3% | 25.4% | 29.0% | 30.0% |Operating Margin 30.0%
(Lgogf?rftgfe"s‘tigvﬁ:r'g e,%'é‘xt)e’“‘%o-o mil. 694 | 776| 1038 | 1039 | 1092 | 99.1| 628 | 681 | 690| OL2| 120| 120 |Depreciation (mil) 160
ge: (27%of Capl) | 1133 | 1332 | 1312 | 1469 | 1635 | 1436 | 2310 | 247.7 | 280.0| 3125| 360 | 400 |Net Profit (Smill 530
Pension Assets-12/05 $407.5 mill. Oblig. $432.2 41.1% | 41.3% | 40.6% | 40.7% | 39.2% | 42.0% | 42.7% | 38.8% | 36.1% | 35.5% | 36.0% | 36.0% |Income Tax Rate 36.0%
mill. 10.1% | 10.7% | 9.0% | 9.4% | 9.5% | 10.0% | 15.0% | 13.2% | 13.3% | 12.4% | 14.5% | 15.1% |Net Profit Margin 15.6%
Leases, Uncapitalized $15.6 mill. d144 | d509 | d125.2 | d100.2 | d9.0 |d454.8 | 739 | 2314 | 267.9| 4482 480 | 520 |Working Cap'l ($mill) 870
Efodmsr:]%cnksl\:grc]ﬁ 163.535.184 common shs 318 | 6019 | 501.8 | 5018 | 5018 | 110.0 | 649.8 | 509.1 | 532.7 | 8258 | 925| 750 |Long-Term Debt ($mill) 500
a5 of 4/30/06 R ' 9446 | 1049.0 | 10687 | 1164.3 | 12778 | 13519 | 15155 | 18225 | 2096.1 | 22848 | 2570 | 2890 |Shr. Equity ($mil) 4090
(incl. 126,966,958 Class A shs.) 11.7% | 86% | 9.7% | 9.7% | 10.0% | 10.0% | 10.7% | 11.3% | 11.6% | 10.7% | 11.0% | 11.5% |Return on Total Cap'l 12.0%
12.0% | 12.7% | 12.3% | 12.6% | 12.8% | 10.6% | 15.2% | 13.6% | 13.8% | 13.7% | 14.0% | 14.0% |Return on Shr. Equity 13.0%
MARKET CAP: $6.7 billion (Large Cap) 76% | 87% | 82% | 89% | 94% | 7.1% | 12.1% | 10.9% | 10.8% | 10.6% | 11.0% | 11.0% |Retained to Com Eq 11.0%
CUR$I$WI|ELI\ET POSITION 2004 2005 3/31/06 | 37% | 32% | 33% | 30% | 27% | 33% | 21% | 20% | 22% | 23% | 21% | 20% |All Div'ds to Net Prof 17%
Cash Assets 20.9 32.0 56.1 | BUSINESS: E.W. Scripps Co. publishes 21 daily newspapers (total ~ Acquired Shopzilla '05, uSwitch '06. United Media subsid. distrib-
Receivables 4048 4931 4545 | circulation: 1.3 million), incl: Denver Rocky Mountain News utes news and features, owns comic strips and licenses characters.
Ion%eenrtory (FIFO) légg 2‘2‘%3 4519%% (305,000 morning circulation). Owns 10 TV stations — 9 are Employs 9,600. Edward W. Scripps Trust owns 30.9% of Cl. A and
Current Assets 643:2 796:6 1020:1 network-affiliated, including ABC, 6; NBC, 3. Operates cable TV  87.5% of the Voting Com. stk. (3/06 proxy). President & CEO: Ken-
Accts Payable 106.5 92.2 68.7 networks: Home & Garden Televison (HGTV), Do-It-Yourself (DIY), neth W. Lowe. Inc.: DE. Addr.: 312 Walnut St., Cincinnati, OH
Debt Dué - - 40.5 | Food Network, Fine Living, Great American Country and HGTVPro.  45202. Telephone: 513-977-3000. Internet: www.scripps.com.
85;;2“‘ Liab. ggg:g gig:i Zgg:g E.W. Scripps posted solid second- print within the organizion will continue
quarter results. Earnings increased 10%, to expand, which ought to drive the top
AfN;\‘UA'- RAEES 1535‘ 5P¢St ES"%;’?&‘M year over year, to $0.64 a share, on a reve- line in an environment where both
Jchange persh) - 10¥rs, - S)s, 08 | hue advance of about 2%, to $641.9 mil- Scripps' cable networks and newspaper
“Cash Flow” 40%  65% 10.5% lion. The company’s cost-control initiatives businesses are facing increasingly difficult
Eiﬁ\llfi'&mgs 1111-%;? 12-2‘;? 13-8‘;? implemented during the June period operating conditions. )
BoakValue 70% 100% 120% | helped to drive bottom-line growth. In- The company has completed the exit
- deed, the newspaper, broadcasting, and in- strategy for the Shop At Home (SAH)
cal- QUARTERLY SALES (§ mill ) Ful | teractive media segments all reported business. In June, Scripps sold the asset
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | |oyer-than-expected operating costs. Con- to the Jewelry Television network for $17
2003 |4452 4748 4405 5143 118748 | sequently, we have raised our full-year million in cash. The five affliated televi-
2004 15137 5473 4998 606.7 |2167.5 | 2006 earnings estimate by a nickel, to sion stations, acquired from SAH in 2004,
%ggg ggg% gﬂg ggg” Z;gg?; ggégo $2.20 a share. ] ) will probably be sold by the end of the
2007 1625 680 610 735 |50 | Performance by Interactive Media third quarter. Until then, the company
o was impressive. Revenues generated by will continue to incur costs associated with
Cal- EARNINGS PER SHARE Ful | the newly formed group, consisting of operating the five stations, though that
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | gponsijla and uSwitch, have been good, should be offset by revenue generated from
2003 | 33 4 32 45 1521 gnd we expect them to continue to airing Jewelry TV.
%88‘; ‘31; ég gé gi i;g strengthen in the back half of the year, as This neutrally ranked equity is trad-
2006 48 64 42 66 | 220 Scripps has been aggressively prompting ing near its 52-week low. Investors
2007 53 70 48 74 | 245| the Shopzilla brand throughout its various seem discouraged by the likelihood of a
UARTERLY DIVIDENDS PAID & media outlets. However, Shopzilla’s Euro- slowdown in the growth of Scripp’s cable
Cg" Q : 5”” pean expansion beyond the British, networks. That said, based on the success
endar | Mar.31 Jun.30 Sep.30 Dec.31| Yea' | prapch and German markets, combined of the Interactive Media group, we believe
2002 | 075 075 075 075 30| with the segment’s increased technology earnings growth will pick up in 2007 and
2003 | 075 075 075 075 | 30| spending, will retard margin improvement beyond. This equity offers above-average
%ggg (1)87 %(1) %(1) %(1) ‘312 and profitability in the near term. Looking long-term capital appreciation.
2006 | 11 12 : ‘ ’ ahead, we believe Interactive Media’s foot- William W. Lee August 18, 2006

(A) Diluted earnings. Excl. nonrecurring gains

(charges): '92, 30¢; '93, 40¢; '96, 10¢; 97,

14¢; '01, (4¢); '02, (26¢); '03, 14¢; '04, 8¢; '05,
(38¢). Excl. earns. from discontinued business:
© 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

'95, 50¢; '96, 34¢; '06, (4¢). Next egs. report
due late October. (B) Dividends historically

reinvestment plan available. (C) Incl. in-

in early Mar., June, Sept., Dec. =Div'd

tangibles at 12/31/05: $12.49/sh. (D) In mill. (E)
Change in Cash Flow mult.
as discontinued business begin. '95. (F) Start-
ing in 06, incl. options expense.

Company’s Financial Strength B+
reflects cable TV Stock’s Price Stability 100
Price Growth Persistence 85
Earnings Predictability 85

To subscribe call 1-800-833-0046.
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Institutional Decisions - THIS  VLARITH.
402005  1Q2006  2Q2006 STOCK  INDEX |
o Buy 94 82 g5 | horcent 12 T T TR 1 1 T lyr. 117 JC
to Sell 73 81 80 | traded 4 ] T I RPN I mlIRnnnnmuninnnnn 3yr. 864 494 [
HUs(000) 21697 21315 21709 11 PP P PP 0 . e Sy 1279 704
1990|1991 | 199219931994 | 1995]1996 [ 1997 {1998 1999 | 2000 |2001 [2002 [2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. [ 09-11
17.65| 1872| 19.95| 21.63| 2401 | 2577| 2389 | 2292 | 2535 | 30.09 | 32.58 | 3459 | 36.85 | 4150 | 47.14 | 49.88 | 52.05| 57.85 |P/C Prem Earned p sh 78.95
2.46 2.58 2.73 281 2.85 318 333 341 348 3.63 3.95 379 3.84 4.20 431 478 5.00 5.90 |Investment Inc p sh 7.85
d1.46 | d1.43| dl.22| d157| d1.23 d.56 d.66 d.05 d.90 | d2.06 | d2.46 | d2.31 | d1.48 d.98 1.39 242 1.85 2.35 | Underwriting Inc p sh 430
1.10 .95 .99 1.01 133 181 1.86 2.27 1.74 187 1.01 1.00 1.49 2.10 359 447 4.60 4.80 |Earnings per sh A 6.00
51 .52 .55 .56 .56 56 56 56 56 .59 .60 .60 .60 .62 .70 .79 .88 .88 |Div'ds Decl'd per sh Bs 1.00
945| 1017 | 1159| 11.74| 1162 | 1515( 1631 | 19.16 | 2130 | 2146 | 2292 | 23.15 | 2431 | 2746 | 3154 | 3451 | 36.20 | 40.00 |Book Value per sh 46.80
26.26 | 2655| 26.89| 2751 | 2834 | 2883 29.09 | 2951 | 2852 | 26.56 | 25.21 | 2553 | 26.82 | 27.30 | 27.97 | 2843 | 29.00 | 28.00 |Common Shs Outst'g © 28.00
85% 78% 87% | 112% | 114% | 106% | 105% | 124% | 108% 87% 78% | 104% | 101% 99% | 119% | 142% | Bold figyres are |Price to Book Value 155%
73 8.3 10.2 13.0 9.9 8.9 9.2 10.5 132 9.9 177 24.1 16.5 13.0 105 109 Value|Line Avg Ann’l P/E Ratio 12.0
54| 53| 62| 77| 65| 60| 58| 61| 69| 56| 15| 124| 90| 74| 55| 58| U |Relative PIE Ratio 80
6.3% | 6.6% | 55% | 42% | 42% | 35% | 33% | 24% | 24% | 32% | 34% | 25% | 24% | 2.3% 19% | 1.6% Avg Ann'l Div'd Yield 1.4%
CAPITAL STRUCTURE as of 6/30/06 6949 | 676.3 | 7230 | 799.1 | 821.3 | 883.0 | 988.3 | 1133.1 | 13184 | 14180 | 1510 | 1620 |P/C Premiums Earned 2210
Total Debt $261.8 mill. Due in 5 Yrs $73.5 mill. 71.3% | 68.2% | 70.2% | 74.1% | 74.8% | 74.3% | 72.3% | 70.5% | 65.7% | 63.9% | 65.0% | 65.0% |Loss to Prem Earned 64.5%
ltanfjggé $$2§71‘m“'4 25%}égtneigfsutnigﬁefg"r'{mes 30.8% | 29.5% | 31.5% | 3L4% | 3L.0% | 30.0% | 29.2% |29.2% | 29.9% | 30.0% | 315% | 31.0% |Expenseto Prem Writ | 30.0%
. K . 4. o e .
('32), convertible into common stock at $29.29/sh. 21% | 23% | -1.7% | -55% | -5.8% | -4.3% | -1.5% 3% | 43% | 6.1% | 35% | 4.0% |Underwriting Margin 5.5%
(26% of Cap'l) 19.6% | 23.5% | 15.9% | 15.3% -- -- | 204% | 22.8% | 25.1% | 27.2% | 27.0% | 27.0% (Income Tax Rate 27.0%
Leases, Uncapitalized $10.0 million. 55.6 69.6 53.6 537 26.5 26.3 395 58.0 | 1126 | 137.1 145 155 | Net Profit ($mill) 190
Pension Assets-12/05 $122 mill. Oblig. $148 mill. 6.1% | 59% | 58% | 58% | 59% | 54% | 49% | 4.8% 44% | 44% | 4.0% | 4.0% |Inv Inc/Total Inv 4.5%
Efd StocksNoni 29,172,974 5 2184 | 2306 | 2432 | 2513 | 2573 | 2702 | 3030 | 3439 | 3020 | 4394 | 4580 | 4950 |Total Assets ($mill) 6000
ommon Stock 29,172,974 shs. 4743 | 5653 | 607.6 | 570.0 | 577.8 | 5912 | 652.1 | 7498 | 882.0 | 981.1| 1050 | 1120 |Shr. Equity ($mill 1310
Market Cap: $1.6 billion (Mid Cap) 11.7% | 12.3% | 88% | 94% | 4.6% | 45% | 6.1% | 7.7% | 12.8% | 14.0% | 14.0% | 14.0% Return on Shr. Equity 14.5%
FINANCIAL POSITION 2004 2005630105 | ©9% | 94% | 61% | 66% | 19% | 1%% | 37% | 55% | 108% | 1L9% | 115% | 115% [RetanedtoComEq | 125%
(SMILL.) 29% 24% 30% 30% 58% 58% 40% 29% 15% 15% 17% 16% |All Div'ds to Net Prof 15%
Efonc‘ffs 232‘158 22%5 ZS%I BUSINESS: Selective Insurance Group, Inc. is a holding company by industry (as percentage of total): automobile, 26%; general
Mortgages -- -- -- | for five property/casualty insurance companies. (Main subsidiary: liability, 30%; workers’ compensation, 25%; other, 19%. Has about
Other 1230.6 1387.6 1477.8 | Selective Insurance Company of America.) Markets products pri- 2,000 employees. Officers/directors own 4.2% of common stock
Total Assets 3929.4 4393.6 4489.6 | marily in the East and Midwest. New Jersey accounted for 34% of ~ (4/06 Proxy). Chairman, President & CEO: Gregory E. Murphy. Inc.:

Unearned Prems 7021 752.5  829.8 | premiums written in '05; 37% in '05. Mix of 2005 premiums written: N.J.. Address: 40 Wantage Ave., Branchville, N.J. 07890. Tele-

gvteﬁgrrves lg?g% 22%8 2}1288 personal lines, 14%; commercial lines, 86%. Commercial premiums  phone: 973-948-3000. Internet: www.selective.com.

Total Liab'ties 3047.4 34125 34857 | Selective Insurance made modest However, although there should be ade-
ANNUAL RATES  Past Past Est'd’03-05| second-quarter gains. Share earnings quate reserve coverage, greater losses in-
ofchange (persh) ~ 10Yrs.  5vrs.  10'09'11 | rose 5%, year over year, helped by a 7% in- curred would lead to deterioration in the

m\‘fefgm‘cgnrﬁe Z-ggjg 2-8‘;2 lg-ggjg crease in net premiums earned. Average combined ratio. ) )

Earnings 95% 17.0%  85% property/casualty renewal price hikes of We are optimistic that Selective will
Dividends 25% 40% 60% | 2% lifted Commercial Lines premium perform decently over the 3- to 5-year
Book Value 95% 75%  7.0% | growth, which represented 86% of total haul. Premium prices ought to rise at a
Cal- NET PREM. EARNED ($ mill.) Full | premiums.  Nevertheless, the statutory moderate pace over this timeframe. None-

endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | combined ratio deteriorated by 70 basis theless, we think that underwriting losses,
2003 |267.0 2761 2897 300.3 |1133.1 | points, to 95.6%, due in part to greater especially in the Personal Lines, will
2004 |3153 3260 337.1 3400 |13184 | catastrophe losses. Meanwhile, heightened decrease as the division increases profita-
2005 |3427 3505 3611 3637 |1418.0 | competition in the New Jersey automobile bility, especially in operating environ-
2006 | 3702 3748 380 3850 (1510 | business caused premiums earned in this ments like the New Jersey automobile
2007 |400 400 410 410 |1620 | division to decline, and we believe that market. Given historical trends, though,
Cal- EARNINGS PER SHARE A Full | this will limit Selective's premium growth greater catastrophe losses will probably
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | over the coming quarters. That said, the keep Selective Insurance’s loss ratio
2003 20 64 51 75 | 210| company is trying to use a new pricing around current levels.

2004 77 92 87 103 | 359| structure and to leverage its technology in These shares are neutrally ranked for
2005 | 1.04 101 116 126 | 447| order to improve results in the state. year-ahead price performance. Higher
2006 | 113 106 114 127 | 460| We expect the bottom line to inch up losses and continued weakness in the New
2007 | 114 115 120 131 | 480| ground 4% in 2007. Additional growth in Jersey automobile market are the main
Cal- | QUARTERLY DIVIDENDS PAID B= Full | the Commercial lines should continue to reasons the price has been under pressure
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | be the primary driver of the insurer’'s top in recent months. Although the stock of-

2002 | 15 15 15 15 60| line. The policy-retention rate should also fers subpar appreciation potential over the

2003 | .15 15 15 17 62| remain around current levels. Moreover, pull to 2009-2011, we do believe it has the

2004 | 17 17 17 19 70 | our expectations for stronger economic ability to perform more solidly if the above

2005 | .19 19 19 22 79| growth in the next year will likely help in- issues are contained.

2006 | .22 22 22 vestment income to steadily increase. Randy Shrikishun September 22, 2006
(A) Diluted egs. Excludes cap'l gains/losses loss from discontinued ops.: '01, 2¢. Next egs. | (C) In mill., adj. for stock splits. Company’s Financial Strength B+
beginning in 2002: '05, 18¢. Excl. extraord. report due late October. (B) Dividends histori- Stock’s Price Stability 80
gain: '93, 9¢; “fresh start” tax benefits: '90, cally paid in early-March, June, September, Price Growth Persistence 80
18¢; '91, 9¢. Excl. nonrec. loss: '93, 40¢. Excl. | December. = Div'd reinvestment plan available. Earnings Predictability 55
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RECENT PIE Trailing: 18.2'}| RELATIVE DIVD
SERVICEMASTER wsesn B 11.26[3 17.1Ca M) 1001 4.3% il |
mewess 3w | i 39T 43[ H04T B8] B[ %3] 6] 58 %) B[ 3] %8 Tngs e Range
SAFETY 3 New727190 LEGENDS _
= 9.0 x "Cash Flow" p unit D 64
TECHNICAL 3 Raised 8125006 unil 1267 "
= 15.0 x "Cash Flow" p unit 48
BETA .85 (1.00 = Market) from 01/98 40
2009-11 PROJECTIONS | 3or2 mole gy °¢ Stenat Sior2 2
. ~Ann’l Total | 3-or-2 spiit 6/93 [V IS AN I | I A N R R A U PRy . 24
) Price  Gain  Return %i?”ﬁspl!i gfgg Ty 2
'f")gmt‘ ﬁ (ﬁéggﬁg %g% 3Hor2 Split 8198 ,.'I,I Ik |ﬂ”ﬁ— ----------- 16
- A Options: Yes ) /‘,,. 5 || | | T e
Insider Decisions haded area indicates recession e*=fivs; 'i Hth S | et % L S 12
ONDJIFMAMIFTam st ||'|II ' (e f 8
Coiors 02010400 0|yt 6
to Sell 000013000 ....' 0% '.. = 9% TOT. RETURN 7/06
Institutional Decisions R X Rt THIS  VLARITH.
3Q2005  4Q2005  1Q2006 Percent 4.5 11t . s;gclll( INgES( L
sl 97 oo dao|ghaes 3 ——) B v 111 T e AT A R A R sy 15 523
Hids(000) 171278 174069 185506 Loosetr o R T TR e Sy 03 592
The format on this page has been adjusted | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINEPUB,, INC. |09-11
to reflect ServiceMaster's change from a| 1079 | 1415 | 1585 | 1855 | 2000 | 11.98 | 12.03 | 1219 | 12.94 | 1114 | 11.90 | 12.65 Revenues per sh 14.85
master limited partnership (M.LP)toacor-| 101 | 128| 99| 118| 115 80| 76| .73 78| 79| 80| .95 |“CashFlow" persh 1.25
poration on 12/31/97. The statistical array 6 89 64 12 61 38 56 54 59 61 65 75 |Earnings per sh A 1.00
after 1997 reflects ServiceMaster operating 30 31 33 36 38 40 il 42 43 44 46 48 |Div'ds Decl'd per sh Bs 48
in the corporate form. Prior to 1997, the ar- 13 17 25 29 26 13 20 13 18 14 20 20 [Cap'l Spending per sh 20
ray reflects the company's status as an| 249 | 187| 321| 392| 389 | 406 | 409| 279 | 341 363| 385 415 |Book Value persh 5.40
limited partnership. Note: Corporate and | 320.40 | 279.94 | 298.03 | 307.53 | 298.47 | 300.53 | 298.25 | 292.87 | 290.52 | 290.90 | 290.00 | 290.00 | Common Shs Outst'g © | 290.00
M.LP. results are not necessarily com-|[ 134 171| 322| 233 | 181| 304 | 222| 192 | 205| 215 | Boid figiresare |AvgAnn'l PIE Ratio 210
parable. 84 99| 167| 133| 118| 156 | 121| 109 | 108| 115| \Vaueline Relative P/E Ratio 140
CAPITAL STRUCTURE as of 6/30/06 29% | 21% | 16% | 21% | 34% | 35% | 33% | 4.1% | 36% | 34% | "' |avg Ann'l Divid Yield 2.3%
Total Debt $804.1 mill.Due in 5 Yrs $390.0 mill. 3458.3 | 39615 | 4724.1 | 57035 | 5970.6 | 3601.4 | 3589.1 | 3568.6 | 3758.6 | 32395 | 3450 | 3675 |Revenues ($mill) 4300
LTTogT?r:tzze?{gnglré g;”;:fesw554g,;“'(')'% cap | 108% | 11.0% | 10.6% | 106% | 9.6% | 121% | 11.1% | 104% | 104% | 12.0% | 125% | 13.0% Operating Margin 135%
( ge: 5.1 (3% ofCapl) 12001 031 | 1046 | 1384 | 1577 | 1269 | 57.9| 58| 556| 498| 50| 600 Depreciation ($mill) 70.0
Leases, Uncapitalized: Annual rentals $79.0 mill. | 2451 | 2641 | 1900 | 2246 | 1850 | 1145 | 1701 | 1583 | 1722 | 1806 | 200 | 225 |Net Profit ($mill) 290
29% | 3.7% | 40.4% | 41.2% | 41.9% | 41.4% | 355% | 38.2% | 39.2% | 38.7% | 38.5% | 38.5% |Income Tax Rate 38.5%
No Defined Benefit Pension Plan 7% | 6.7% | 40% | 3.9% | 3.1% | 3.2% | 47% | 44% | 46% | 56% | 58% | 6.1% |Net Profit Margin 6.7%
Pfd Stock None 737| 359 d835| 1134 | 1514 | 3363 | 80.1 | 726 | d49.1 | d132.0 | d150.0 [ d160.0 |Working Cap'l ($mill) | d175.0
4823 | 12478 | 10762 | 1697.6 | 1756.8 | 11055 | 804.3 | 7855 | 78L8 | 6389 | 625| 625 [Long-Term Debt ($mill) 625
7968 | 524.4 | 956.5 | 1205.7 | 1161.6 | 1221.0 | 1218.7 | 8165 | 9915 | 1054.6 | 1120 | 1200 |Shr. Equity ($mil) 1570
Common Stock 290,852,000 shrs 20.7% | 17.1% | 11.6% | 9.6% | 8.4% | 7.3% | 10.3% | 11.9% | 11.4% | 12.3% | 13.0% | 13.5% [Return on Total Cap'l 14.5%
as of 7/28/06 o i 30.8% | 50.4% | 19.9% | 18.6% | 15.9% | 9.4% | 14.0% | 19.4% | 17.4% | 17.1% | 18.0% | 18.5% |Return on Shr. Equity 18.5%
MARKET CAP: $3.3 billion (Mid Cap) 124% | 206% | 12.0% | 94% | 6.1% | NMF | 38% | 4.1% | 47% | 50% | 6.0% | 7.5% |Retained to Com Eq 95%
CUF&TAELNLT) POSITION 2004 2005 G6/30/06 | g0y | 599 | 40% | 50% | 62% | 104% | 72% | 79% | 73% | 71% | 67% | 52% |AllDiv'ds to Net Prof 48%
Cash Assets 360.3 2193  227.8 | BUSINESS: ServiceMaster Company is one of the nation’s premier ~ customers in the U.S. and around the world. Off./dir. own 4.0% of
ﬁ‘?l‘éﬁ%arele(,s:wo) 3229 ?ggg 4238 outsourcing companies. Through a network of over 5,400 company-  common stock; Ariel Capital Mgmt., 10.2%; Capital Research and
Other 1828 1351 284.4 | owned and franchised centers, it provides a variety of services, Management, 13.9% (4/06 Proxy). '05 depreciation rate: 13.7%
Current Assets 978.8 823.7 1025.8 | such as lawncare, landscaping, termite and pest control, plumbing, Has about 39,000 employees. CEO: J. Patrick Spainhour.
Accts Payable 76.1 75.0 122.7 | drain cleaning, heating and air conditioning maintenance, warranty  Incorporated: DE. Address: 3250 Lacey Road, Downers Grove, IL
Bﬁ?t Due ggg% 8%?% 9%8(2) contracts for homes, and cleaning to residential and commercial  60515. Tel.: 630-663-2000. Internet: www.servicemaster.com.
Curret-,tntLiab. 10279 9557 10929 | ServiceMaster has a new leader. J. numerous cross-selling, service-quality,
— Patrick Spainhour, who was serving as in- and employee satisfaction initatives. Yet,
é\fmﬁgﬁgﬂfs ot Past Bstd 93051 terim CEO following the departure of Jon none have made much of an impact on
Revenues 1.0% -80% 50% | Ward in May, has taken over the role sales. That said, Mr. Spainhour will be
“Cash Flow" % -70%  8.0% permanently. Importantly, we don't expect fine tuning some of ServiceMaster’'s ef-
Earnings S22 9.0% | the company to deviate from the goals laid forts, which continue to focus on increas-
Book Value 80% -25%  85% out by Mr. Ward, namely an increased ing sales production, maintaining pricing
. focus on growing the business. The dif- discipline, controlling costs, and improving
ol ngﬁRTJEE%%EVgggg%@g'e”é)m vul | ference, in our view, is that Mr. Spainhour —customer service. -
2003 17123 10315 10183 8065 [3568.6 will speed up the pace of change. We remain cautious. In addition to the
5002 | 7569 10887 10539 8591 |a7sss | Getting the company back on track abovementioned difficulties, ServiceMaster
2005 |6238 970.6 9255 7196 |32395| Won't be easy. Business at Ser- will have to contend with some macro
2006 |6624 10246 985 778 |3450 | ViceMaster's various operating units has headwinds. Rising interest rates and high
2007 1710 1090 1050 825 |3675 | been lackluster for awhile. The problem gas prices will put a damper on consumer
Cal- EARNINGS PER SHARE A Ful | @ppears to be marketing. Specifically, the spending. Too, the housing market is
endar |Mar31 Jun.30 Sep.30 Dec3l| vear implementation of federal and state “do- softening, which will lead to lower demand
2003 02 2 2 08 5 not-call lists” has severely hampered the for the company’s residential services.
2004 ‘04 4 23 08 59| company’s sales efforts. This is especially Meanwhile, ServiceMaster continues
2005 05 5 23 08 ‘61| troublesome for TruGreen-ChemLawn and to return capital to shareholders. It
2006 | 04 25 2% 10 65| TruGreen-LandCare, the divisions that recently raised the annual dividend to
2007 05 29 29 12 75| provide lawn maintenance and landscap- $0.48 a share. The company indicated that
B, ing services to residental and commercial share repurchases are likely as well.
eﬁgla_r MgruélRTEiLnY%Vlgih;DgsopA:?ec 31 Q‘;‘r customers, respectively. Indeed, they've This neutrally ranked stock offers
- - y . encountered difficulty recruiting and good total-return potential to 2009-
5883 185 igs igg igg f’é retaining customers. Salesforce prod- 2011. But it is only suitable for venture-
2004 | 105 105 11 1 43 | uctivity is also an issue at Terminex, the some accounts given the uncertainty of fu-
2005 | 11 n n n 44| termite and pest control operation. Over ture growth.
2006 | 11 11 12 the years, the company has implemented Deborah Y. Fung September 8, 2006

(A) Diluted eps beg. in '97. Excl. nonrecurring
gains (losses): '97, 33¢; '99, 17¢; '00, (4¢); '01,
(93¢); '02, (3¢); '03, ($1.30); '04, 49¢. Gains
from discontinued operations: '01, $1.06; '04,
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adj.

2¢;°05, 6¢; '06, 1¢. Next eps rpt. late October. | tinguishes SVM'’s change from a MLP to corpo-
(B) Divd's. paid late Feb., May, Aug., & Nov.
=Div'd reinvestment plan available. (C) In mill.,

rate form.

for splits. (D) Heavy vertical line dis-

Company’s Financial Strength B+
Stock’s Price Stability 85
Price Growth Persistence 15
Earnings Predictability 70
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- NDQ-SIAL PRICE . RATIO +J \Median: 200/ PERATIO L, YLD Wyl
TMEUNESS 3 Lomeszans | Mot 2591 321] d11] 428 3e3f 409| s1e] s2g 7ol orel en1f 7as Target Price Range

SAFETY 2 Raseitoonl [ LEGENDS o o1

TECHNICAL 3 Raised 63006 |- Relaive Price Sirengin 160
- 2-for-1 split 1/97 120
BETA .85 (1.00 = Market) o] Itqlo(rjmdees indicates recession ——— o 100
2009_11 PROJECT'ONS aded area Indicates recession ] __ 30

! ~ Ann’l Total — R D e

i D e e T @
low 75 (+5°AL3 3% bt BT 40
Insider Decisions ”/Ir o Fl i |"'i!| . 30

OND JFMAM I I hfu....m,'“.. o, I.. 1! || [ | —

0 Buy 010000000 |, il Sl N o Se® ol % oheesm e petes oo ..... 20
Options 3 7 0 0 420 40 [ CR O S = 15
to Sell 540072030 0 % TOT. RETURN 8/06 |
Institutional Decisions THIS  VLARITH.

4QU05  1Q2006 202006 | percent 18 Ly Soccoex

bel T Ter 19s | Shares 12— e T e R VI
HUs(000) 53197 52510 53247 T T G Sy 677 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

533 5.92 6.57 742 8.54 962 1034 | 11.23| 1187 | 1029 | 1112 | 16.15 | 16.97 | 1825 | 2050 | 24.43 | 26.35 | 28.35 |Sales persh A 34.95
.96 1.07 1.25 1.40 147 1.73 1.93 213 2.27 2.14 2.10 2.90 2.77 3.69 4.46 511 5.35 5.60 |“Cash Flow" per sh 6.50
72 .80 .96 1.08 111 132 1.48 1.66 1.65 147 1.66 1.87 1.78 2.68 3.34 3.76 3.95 4.15 |Earnings per sh B 5.00
A1 12 13 15 A7 19 23 26 28 .29 31 33 34 43 51 .76 .84 .90 |Div'ds Decl'd per sh © 1.04
33 .26 31 75 73 .60 94 1.08 1.30 91 .70 150 .85 .76 1.02 1.35 1.05 1.10 |Cap’l Spending per sh 120
371 443 5.14 5.93 7.02 8.27 942 | 1056 | 12.09 | 12.48 8.72 | 11.09 | 1240 | 14.05| 17.63 | 18.08 | 20.00 | 21.65 |Book Value persh 27.10

99.32 | 99.49| 99.55| 99.61| 99.66 | 99.75| 100.04 | 100.38 | 100.62 | 100.91 | 9857 | 73.01 | 7112 | 71.14 | 68.73 | 6820 | 67.00 | 67.00 |Common Shs Outst'g © | 66.00

20.6 248 258 229 185 16.8 18.9 19.9 209 209 18.7 232 26.5 19.1 171 16.4 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
153 | 158| 156| 135| 121| L12| 118| 115| 109 | 119| 122| 119 | 145| 109 90 88| ValuelLine |Relative PIE Ratio 120
T% | 6%| 5% 6% | 8% | 9% | 8% | 8% | 8% | 9% | 1L0% | 8% | % | 8% 9% | 12% | UM |Avg Annl Divd Yield 1.2%

CAPITAL STRUCTURE as of 6/30/06 1034.6 | 1127.1 | 1194.3 | 1037.9 | 1096.3 | 1179.4 | 1207.0 | 1298.1 | 1409.2 | 1666.5 | 1765 | 1900 |Sales ($mill) A 2305
Total Debt $590.3 mill. Duein 5 Yrs $334.7 mill. | 2679 | 26.8% | 25.6% | 26.1% | 25.3% | 245% | 26.8% | 27.8% | 28.2% | 26.9% | 26.5% | 24.0% |Operating Margin 22.0%
LT Debt $255.6 mill. LT '”‘e’esltef/ﬂfcm"';l 452 | 481 6L8| 669 67.6| 714 | 663| 693 | 734| 90.1| 950| 100 |Depreciation (mill) 100
No Defined Benefit Pension plar 0 " | 1479 | 1661 | 1663 | 1486 | 139 | 1407 | 1307 | 1931 | 2329 | 2583 | 265| 280 |Net Proft (gmill) 330

35.6% | 34.3% | 31.4% | 27.1% | 31.5% | 30.2% | 52.0% | 29.2% | 25.3% | 24.8% | 29.0% | 30.0% |Income Tax Rate 27.0%

Leases, Uncapitalized Annual rentals $12.9 mill. 14.3% | 14.7% | 13.9% | 14.3% | 12.7% | 11.9% | 10.8% | 14.9% | 16.5% | 15.5% | 15.0% | 14.6% |Net Profit Margin 14.3%

556.3 | 587.2 | 6303 | 669.0 | 3783 | 329.7 | 429.2 | 557.6 | 6625 | 4895 500 500 |Working Cap'l ($mill) 650
Pfd Stock None 38 6 4 2| 1008 | 177.7 | 1768 | 1763 | 177.1| 2832 250 | 280 |Long-Term Debt ($mill) 300
942.3 | 10603 | 1216.4 | 12594 | 859.3 | 809.7 | 8822 | 999.3 | 12117 | 12334 | 1340 | 1450 |Shr. Equity ($mill) 1790

Common Stock 67,593,294 shs. 15.7% | 15.7% | 13.7% | 11.8% | 14.8% | 14.9% | 12.9% | 16.9% | 17.0% | 17.4% | 18.0% | 17.5% |Return on Total Cap'l 16.0%
as of 7/21/06 15.7% | 15.7% | 13.7% | 11.8% | 16.2% | 17.4% | 14.8% | 19.3% | 19.2% | 20.9% | 19.5% | 19.5% |Return on Shr. Equity 18.5%
MARKET CAP: $4.9 billion (Mid Cap) 13.3% | 132% | 11.3% | 9.4% | 13.1% | 14.3% | 12.1% | 15.8% | 15.3% | 16.8% | 15.5% | 15.0% |Retained to Com Eq 15.0%
CUR$I?\4I|ELI\|{T POSITION 2004 2005 6/30/06 | 15% | 16% | 17% | 20% | 19% | 17% | 19% | 18% | 20% | 20% | 21% | 22% |All Div'ds to Net Prof 21%
Cash Assets 169.2 98.6  165.9 | BUSINESS: Sigma-Aldrich Corp. develops, manufactures, and dis-  chemicals for manufacturing processes. Foreign sales about 57%
Receivables 190.0 207.2  256.6 | tributes a wide range of biochemicals, organic chemicals, of '05 rev. Has about 7,230 employees. Offs. and dirs. own less
Ion%eenrtory (LIFO) 43(733 5323 5822 chromatography products and diagnostic reagents. The company than 1% of shares; AMVESCAP PLC, 10.2%; State Farm Mutual
Current Assets 893: 7 950:2 1104: 7 | distributes more than 90,000 products in over 160 countries. These ~ Fund, 10.5%; (3/06 proxy). Chairman: David Harvey; Pres. & CEO:
Accts Payable 86.7 838 913 products are used in research and development in universities, in  Jai Nagarkatti. Inc.: DE. Address: 3050 Spruce St., St. Louis, MO
Debt Dué 9.0 2180 334.7 | the chemical industry, in the diagnosis of disease, and as specialty 63103. Tel.: 314-771-5765. Internet: www.sigma-aldrich.com.
85;;2“‘ Liab. ;gg:s 41123:3 égg:g We have upped our 2006 share-net es- Sigma is rolling some of this debt over to

— timate for Sigma-Aldrich by a dime to fixed rates.

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,Og?ﬁOF’ $3.95. First-quarter share earnings came This good-quality stock is best suited
o change (persh)  10¥rs, - 2Mis, 08I 1 in better than we had expected. The bot- to patient, conservative investors
“Cash Flow” 11.0% 155%  6.5% tom line received a $0.06 boost from a fa- looking for modest but well defined
Eiﬁ\llfi'&ings %8‘;@ ﬁggﬁ) 13'%] vorable tax rate of 26.8%, since more busi- returns over time. Investors should note
Book Value 90% 85% 85w | Ness was generated in lower-tax jurisdic- that the float is extremely slim—less than

- tions. Accordingly, we have adjusted our 1% of the shares outstanding are available

Cal- | QUARTERLY SALES (§ mill.JA Full | full-year tax rate downward from 32%, to to the individual retail investor. The vast
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | 5905" |n addition, translation currency majority (98%) is owned by large institu-

2003 (3346 3271 3142 3222 12981 penefits are becoming more numerous. We tional investors. And given that this is the

2004 13681 3486 3406 3519 14092 | ook for an internal sales growth rate of type of equity that doesn't need to be

%ggg 131?12? ﬁgg f’ééz ﬁgi %gggS 6% this year, with another 1% being watched closely on a daily basis (Stock

2007 |470° 480 480 470 |1900 | derived from the JRH acquisition, which Price Stability rating of 90), it is best

5 anniversaried in February. The Scientific suited to a portfolio with a long-term per-

Cal- EARNINGS PER SHARE Ful | Research  (Research Essentials, and spective. Moreover, the dividend is safe
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | ghaciaities) division should continue to do and growing and is a pleasant supplement

2003 | 67 .68 66 .67 | 268| \ye||, thanks to a rampup in future to modest long-term stock-price growth.

%88‘; 183 gg 3411 gg g;g healthcare R&D spending. The company is Our long-term share-earnings growth

2006 ‘98 104 97 ‘%6 | 395 focusing its R&D efforts on five main projection is only on a par with the

2007 | 105 105 105 100 | 415| @reas: genomics, cell _culture proteomics, sales growth rate. This is because R&D

UARTERLY DIVIDENDS PAID © cell signalling, drug discovery, and mate- costs required to boost sales at the core

Cg" MQ31 ur30 Son.30  Dec.al 5“” rial science. Cost reductions of $15 million Scientific Research division, and the high-
endar | Mar.ol Jun.ot Sep.cb Dec.oll Year! are likely in 2006, compared to $19 million er SG&A expense needed to increase the

%ggg -1; 8228 -0250 . '33 in 2005. The lower figure is attributed to a salesforce as it penetrates the Chinese and

2004 'i7 17 'i7 N "51'1 temporary sales force and marketing hike. Indian markets, will likely keep margins

2005 19 19 19 19 76| Higher interest rates on the largely vari- under some pressure.

2006 | 21 1 0~ able rate debt is another factor, although Jeremy J. Butler September 15, 2006
(A) Incl. the acquisitions of the Supelco | (B) Basic earnings until end of '97, diluted | (C) Dividends historically paid in mid-March, | Company’s Financial Strength A
chromatography division of Rohm and Haas | thereafter. Excludes loss from discontinued op- | June, September and December. Stock’s Price Stability 90
from 5/93; and Circle AW Products Company | erations: '02, $0.76. Next earnings report due | (D) In millions, adjusted for stock splits. Price Growth Persistence 70
from 6/93. early October. Earnings Predictability 65
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BETA .70 (1.00 = Market) haded area indicates recession | | [ T P e 80
2009-11 PROJECTIONS 64
. ~ Ann'l Total m e Joo | fmmmmmqme=e- 48
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302005 4Q05 Q2006 | percent 9 STOCK INDEX |

bl 1% 13  a|chares 6 T T P i (i 3w a8 639 I

Hd's(00) 31397 20626 27842 oot (OO TR 0o POt E DD T ol TN I Syr.  — 597
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

1540 | 16.37| 1683 | 1757 | 2154 | 1812| 1877 | 1940 | 20.66 | 2233 | 26.73 | 27.63 | 26.36 | 28.24 | 3491 | 37.84 | 39.90 | 4255 |Sales persh A 51.85

147 159 1.73 1.66 1.94 1.61 1.83 2.02 2.10 2.18 2.46 2.52 2.86 320 352 397 4.15 4.40 |“Cash Flow” per sh 5.75
1.08 1.16 127 113 1.25 1.02 1.06 1.25 1.29 1.26 128 1.37 2.19 240 2.60 2.65 2.80 3.00 |Earnings per shAB 4.10
.35 37 41 A7 51 52 52 53 57 .59 .63 .64 83 .92 1.02 1.08 112 1.16 |Div'ds Decl'd per sh C= 1.30
.59 .59 12 .64 .65 88 54 1.00 1.33 114 121 94 1.00 2.00 150 111 1.15 1.25 |Cap’l Spending per sh 155
6.44 7.18 7.55 8.05 8.85 947| 1010 | 1037 | 1112 | 1107 | 1014 | 1126 | 22.59 | 24.13 | 2888 | 30.34 | 31.75 | 33.30 |Book Value per sh P 40.60
2954 | 2954 2920 29.11| 29.16 | 29.17| 2891 | 29.14 | 29.16 | 28.33 | 24.36 | 24.87 | 49.77 | 50.17 | 5854 | 56.95| 56.00 [ 55.00 |Common Shs Outst'g E | 54.00
19.1 25.6 219 208 185 204 17.0 194 18.1 16.2 177 224 16.5 184 18.1 17.1| Bold figyres are |Avg Ann’l P/E Ratio 16.0
1.42 1.64 1.33 1.23 121 1.37 1.06 112 94 .92 1.15 115 .90 1.05 .96 91 ValuejLine Relative P/E Ratio 1.05
L7%| 12%| 15%| 20% | 22% | 25% | 29% | 22% | 24% | 29% | 28% | 21% | 23% | 21% | 22% | 24% | ="' |Avg Ann'l Divd Yield 2.0%
CAPITAL STRUCTURE as of 4/30/06 5426 | 5655 | 6025 | 6325 | 651.2 | 687.1 |1311.7 | 1417.0 | 2043.9 | 2154.7 | 2235 | 2340 |Sales ($mill) A 2800
Total Debt $457.2 mill. Due in 5 Yrs $28.6 mill. 13.8% | 14.1% | 13.7% | 12.9% | 12.8% | 12.9% | 16.3% | 16.1% | 15.0% | 15.1% | 15.2% | 15.2% |Operating Margin 16.0%
LTT ID?*.“‘W?-G mill ,LlTl'(;“e’ES‘ $24.0 mill. 218 | 225| 234| 262| 269| 286| 378| 399 | 560| 7L1| 730| 75.0 |Depreciation ($mill) 83.0
(Totalnterestcoverage: 10X wporcapty | 09| 63| 78| 56| 30| 341| 1044 | 1200 | 1501 | 1550 | 160 | 168 Net Proit smil) 220
Leases, Uncapitalized Annual rentals $19.9 mill. 41.8% | 40.2% | 38.7% | 36.4% | 32.8% | 38.3% | 37.5% | 35.8% | 35.7% | 35.7% | 35.0% | 35.5% |Income Tax Rate 35.0%
5.7% | 64% | 63% | 56% | 51% | 50% | 80% | 85% 73% | 72% | 7.2% | 7.2% |Net Profit Margin 7.9%

Pension Assets-4/06 $402.6 Oblig. $406.3 1065 | 1166 | 985 | 1609 | 1620 | 199.4 | 299.4 | 2504 | 247.6 | 336.1| 375 400 |Working Cap'l ($mill) 500
Pfd Stock None -- -- -- 750 | 135.0 | 1350 | 1350 | 1350 | 4316 | 4286 430 450 |Long-Term Debt ($mill) 525
2019 | 3022 | 3243 | 3135 | 247.1 | 280.1 | 11242 | 1210.7 | 1690.8 | 1728.1 | 1780 | 1835 |Shr. Equity ($mill) 2195

Common Stock 56,949,051 shs. 10.9% | 12.0% | 11.6% | 95% | 9.6% | 9.3% | 86% | 9.2% 76% | 7.7% | 80% | 8.0% |Returnon Total Cap'l 8.5%
10.6% | 12.0% | 11.6% | 11.4% | 13.4% | 12.2% | 9.3% | 10.0% 8.9% | 9.0% | 9.0% | 9.0% |Returnon Shr. Equity 10.0%

MARKET CAP: $2.6 billion (Mid Cap) 54% | 7.0% | 6.6% | 59% | 6.6% | 6.6% | 6.3% | 6.2% 5.6% | 53% | 55% | 5.5% |RetainedtoCom Eq 7.0%
CUR$I$\4I|ELI\|{T POSITION 2003 2004 4/30/06 | 49% | 42% | 43% | 48% | 51% | 46% | 32% | 38% | 37% | 40% | 40% | 39% |All Div'ds to Net Prof 32%
Cash Assets 121.7 75.8 86.8 | BUSINESS: The J.M. Smucker Co. is the leading maker of jams, Santa Cruz Organic. Adv.: 2.4% of sales. '04 depr. rate: 7.2%. Has

Receivables 1027 1457  148.0 | jellies, and peanut butter in the U.S. Also produces cooking oils, about 3,700 empls.; 89,140 stockholders. Smucker family owns

Ion%eenrtory (LIFO) 1??8 2%’8 2%? ice-cream toppings, and juices. In addition to the Smucker’s brand, 8.1% of stock. Off./dir. own 8.5% of stock (7/06 Proxy). Chrmn. &

Current Assets 425:3 555:9 571:5 the company markets products under numerous other brands in- co-CEO: Timothy P. Smucker. President & co-CEO: Richard K.
Accts Payable 66.3 1053 89.0 cluding Jif, Crisco, Pillsbury, Dickinson’s, Uncrustables, Laura ~ Smucker. Inc.. OH. Addr.. One Strawberry Lane, Orrville, OH

Debt Dué - 50.4 28.6 | Scudder's, Adams, IXL, Double Fruit, Knudsen, Hungry Jack, and  44667-0280. Tel.: 330-682-3000. Internet: www.smuckers.com.

85;;2“‘ Liab. igg:g %gg:g g;:i J.M. Smucker has performed admirab- hedge commodity-based costs through the

—— ly in less-than-ideal operating condi- fall baking season, expenditures will likely
AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd'og?ﬁ% tions. The company has done a good job of run higher in fiscal 2006, especially for
o chenge (persh) - 1o¥re, - 8Xis, 08I 1 managing rising costs, particularly for en- fuel and sugar. Accordingly, we are leav-

“Cash Flow” 75%  95%  85% ergy and ingredients. A solid performance ing our fiscal 2007 earnings forecast at

Eiﬁ\llfifgiings g-g‘gf ﬁggﬁ) g-g‘gf from its traditional fruit spread lines and $3.00 a share.

BoakValue 120% 210% 68% | the Jif peanut butter brand helped sup- We believe that Smucker’s long-term

Fscal VY m| Port recent earnings growth. Strength in sales growth target of 8% is a bit ag-

Vear. | . QUARTERLY SALES (Smill) Fiscal | the traditional businesses has offset strug- gressive, given the struggles at the
Begins | Jul.31 Oct31 Jan3l Apr30| Year | gjeg at the International Multifoods (IMC) baking and oils segments. Too, the Un-

2003 13503 3860 3553 3254 |14170 | ynjt, with Smucker holding margins crustables (frozen peanut butter and jelly

%ggg éigg gggg gggé égig %géi? steady during a tough stretch. Based on sandwich) line is yet to turn a profit. The

2006 1530 630 555 500 2035 these factors, we have added a dime to our company, though, expects big things from

2007 |555 660 580 545 |2340 fiscal 2006 share-earnings estimate, which thls_ product once operational issues are

Focal —RINGS FER SHARE A B =] now stands at $2.80. ) rectified. Moreover, half of the annual
arear |51 Octal Jan3l Aor3o| Fscal The company has its hands full with growth management expects is to come via

egins | U : 51 Apr | the struggling IMC business. Since its acquisitions, which tends to lead to some

2003 | 55 .68 65 .52 | 240 aqdjtion to SIM's portfolio in June, 2004, volatility at the bottom line.

%88‘; 2(75 ;g é(z) gg %gg the unit has performed poorly. The lack of This issue does not stand out for the

2006 58 88 68 66 | 280 Significant high-growth products remains year-ahead period. Lackluster top-line

2007 52 ‘o5 3 70 | 300| @ main concern there, as the segment's projections and the likelihood of higher op-

UARTERLY DIVIDENDS PAID C anemic results have been compounded by erating (i.e., fuel and ingredient) costs in

Cg" Q ' 5”” rising operating costs. The baking oils the months ahead bear watching. This

endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| pateqory, led by the Crisco line, has not good-quality stock, however, does offer an

2002 | 16 16 20 .20 12| performed well either. The business has attractive dividend vyield for income-

2003 | .20 23 23 23 891 been hurt by a highly competitive market- oriented investors. Smucker has raised its

%ggg %g %? %? %? 183 place and elevated raw material costs. Al- quarterly payout to $0.28 a share.

2006 | 27 8 ’ : 7| though Smucker typically attempts to William G. Ferguson August 4, 2006
(A) FY ends April 30th of the following calendar | (17¢); '03, (19¢); '04 (34¢); '05, (14¢). Excl. (D) Incl. intang. At 1/06: $1422.7 mill., Company’s Financial Strength B++
year. (B) Beginning in '97; dil. earnings. Excl. | disc. item: '04, (2¢) Next egs. rprt. due late Au- | $24.44/sh. (E) In mill., adjstd. for splts. (F) Acq. | Stock’s Price Stability 85
nonrecur. gain/(loss): '92, (15¢); 95, (1¢); '97, | gust. (C) Div'd. paid in early Mar., June, Sept., | P&G'’s Jif and Crisco units. (G) Acg. Intl Multi- | Price Growth Persistence 60
(10¢); '99, (34¢); '00, (9¢); '01, (13¢); '02, Dec. = Div'd reinvest. plan available. foods. Earnings Predictability 80
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RECENT PIE Trailing: 25.7')| RELATIVE DIVD H
SONlC CORPl NDQ-SONC PRICE 21.99 RATIO 22.2(Mediatg: 18.0]| PIE RATIO 1.30 YLD Nllm:
THELNESS 3 wensaos | Pioh| 32] 38| 40 8] erf 8ol uz| el w2l 27) 20l B Target Price Range
SAFETY 3 New91si00 LEGENDS
= 13.5 x "Cash Flow" p sh 64
TECHNICAL 2 Raised T2tlt6 ~| ;;- Relaive Price Strengh ) i
BETA .70 (L0O= Market) 3for2 oot 5/98 3for2 0
2009-11 PROJECTIONS | 3103 shit 309" LA N N N N 32

. ~ Ann’l Total | 3-for-2 split 5/04 24
) Price  Gain Return %f%i;ﬁi"y"és 5/06 SETATLTN : "'"_i.. . %0
ti‘l)% %8 (z: ?_82203 _ggﬁ; haded area indicates recession :TOH ”*, o _ = 16
Insider Decisions 3*for-2 :"“'Ill W 12

ONDJFMAMI |
0By 010000000 3-for-2 |/H1@* — 8
Opions 1 10423000 ) — EaE | 6
Sl 121115001 IR N % TOT. RETURN 7/06
Institutional Decisions L | I||||| I| I . . ....°' THIS VL ARITH.

RN QN5 10005 | percent 24 et 1| L P T : by, S e L
bl 86 g0 ya|chares 16 M et T b D | AT NI (X sy, sl2 523 [
Hids(eo)) 71870 72123 71503 R A AR R RRCRT RO Sy 1228  59.2
Sonic Corp. traces its roots to 1953, when | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 |2002 | 2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
Troy Smith opened his first Top Hat Drive-| 148 | 190 | 229| 274| 315| 364 | 448 | 506| 601| 7.00| 800| 8.80 |Revenues pershA 11.10
In, in Shawnee Oklahoma. The company 25 33 39 49 59 69 83 92| 107| 125| 140 155 |“CashFlow” persh 2.05
changed its name to Sonic in 1958. Sonic 16 19 2 28 35 41 50 57 68 81 92| 1.05 |Earnings per sh & 150
Corp, incorporated in Delaware in 1990, . . . . - - .- .- .- . Nil Nil | Div'ds Decl'd per sh Nil
went public in February 1991, raising $52 40 50 70 49 39 68 57 62 65 97 85 .85 [Cap'l Spending per sh 95
million dollars. The lead underwriter was| 107 | 122| 138| 159 | 174 | 221 | 258 | 301 | 375| 432| 530 620 |Book Value persh 9.65
First Boston Corporation. A secondary offer- | 10227 | 9663 | 95.49 | 94.07 | 89.05 | 90.74 | 89.42 | 88.24 | 89.28 | 88.97 | 85.00 | 85.00 |Common Shs OutstgC | 85.00
ing raised $28 million in September 1995. 17.0 147 174 175 16.4 18.3 225 18.4 20.8 25.1 | Bold figlres are |Avg Ann’l P/E Ratio 17.0
Total Debt $168.9 mill. Due in 5 Yrs $98.7 mil. -l e e e e TR Avg Annl Divd Yield N

. . 1511 | 1840 | 2191 | 2576 | 280.1 | 330.6 | 400.2 | 446.6 | 5364 | 623.1 695 765 | Total Revenues ($mill) A 965
bﬁgf@f;ﬁg m- C;;tg;‘lg;‘gsgf-f’ mil 21.0% | 28.2% | 27.7% | 29.1% | 31.3% | 314% | 311% | 300% | 258% | 257% | 260% | 26.0% |Operating Margin 21.0%
(LT interest earned: 15.0x; total interest coverage: 89 12.3 148 185 203 239 26.1 29.2 325 358 39.0 42.0 |Depreciation ($m|||) 48.0
15.5x) (31% of Cap’l) 16.9 19.1 222 214 326 300 | 4717 52.3 63.0 754 78.0 89.0 | Net Profit ($mill) 127
Leases, Uncapitalized: Annual rentals $11.1mill. - ["36.9% | 37.3% | 37.1% | 37.2% | 37.2% | 37.3% | 37.2% | 37.2% | 36.8% | 36.3% | 37.5% | 37.5% |Income Tax Rate 37.5%
No Defined Benefit Pension Plan 11.1% | 10.4% | 10.1% | 10.6% | 11.7% | 11.8% | 11.9% |11.7% | 11.7% | 12.1% | 11.2% | 11.6% |Net Profit Margin 13.2%
35| 35| d73| d7.7| d64 | d34 | d129 | d32 | d145| d30.1| d350 | d25.0 |Working Cap'l ($mill 50.0
Pfd Stock None 20.9 457 68.8 79.6 905 | 1218 | 121.2 | 1659 | 116.7 92.2 145 145 |Long-Term Debt ($mill) 100
109.7 | 1182 | 132.0 | 1498 | 1553 | 200.7 | 230.7 | 2654 | 3348 | 3845 460 550 |Shr. Equity ($mill) 840
Common Stock 85,415,456 shs. 13.4% | 12.3% | 11.9% | 13.0% | 14.5% | 13.1% | 14.5% | 12.9% | 14.7% | 16.4% | 13.5% | 13.0% [Return on Total Cap'l 14.0%
m‘g}fgl’(?gp: $1.9 bilion (Mid Cap) 15.4% | 16.1% | 168% | 18.3% | 21.0% | 194% | 20.7% | 19.7% | 18.8% | 19.6% | 17.0% | 16.0% |Return on Shr.Equity | 15.0%
15.4% | 16.1% | 16.8% | 18.3% | 21.0% | 19.4% | 20.7% | 19.7% | 18.8% | 19.6% | 17.0% | 16.0% |Retained to Com Eq 15.0%
CURRENTPOSITION 2004 2005  5/31/06 e N T I e -- - - Nil | Nil [All Div'ds to Net Prof Nil
ggigic\:&‘?g 13:2 12:3 %gg BUSINESS: Spnic Corporatiqn franchi_ses and operates the largest Sonic has between 24 to 36 covered pa_lrking spaces and features
Inventory (Avg Cst) 36 3.8 2= | chain of drive-in restaurants in the United States. As of August 31, an intercom speaker system through which orders are placed. Has
Other 4.9 6.2 11.3 | 2005, there were 3,039 Sonic drive-ins, of which 2,465 were roughly 330 corporate employees. Officers and directors own 8.1%
Current Assets 34.6 35.2 54.9 | franchised and 574 were company-owned through a limited liability ~of common stock (12/05 proxy). Chairman: E. Dean Werries. Inc.:
Accts Payable 7.7 14.1 16.8 | partnership. Sonic offers made-to-order sandwiches, an assortment  DE. Address: 101 Park Avenue, Oklahoma City, OK 73102. Tele-
gﬁ?érDue 322 42? sgg of frozen and fountain drinks, as well as dessert items. The average ~ phone: 405-280-7654. Internet: www.sonicdrivein.com.
Current Liab. 491 ~ 653 ~ 80.7 | Sonic likely posted a 14% year-to-year boost volume and operating results.
a0a.0c| share-net gain in fiscal 2006 (year Too, the company continues to boost
g}’:%@&;ﬁss 15?(?; ;?rsst ES{O%S?H% ended August 31st). By the time the the top line through strong promotion
Revenues 18.0% 17.0% 105% | restaurant chain reports its fiscal-fourth of new menu items. A wide array of
E%?rfiﬂgs'ow %%gf,//z gg‘;ﬁ; %%‘Z}O quarter results, this review will already be menu options is an effective strategy
Dividends “Nil in the hands of our subscribers. We look alone, but the heavy marketing of these
Book Value 20.0% 185% 175% | for fourth-quarter share earnings to rise items is notably improving the results. We
Fiscal | QUARTERLY REVENUES (Smill)A | Full by roughly $0.03 over that of last year. believe that rising brand awareness will
ear INov.Per Feb.Per May.Per Aug.Per| R2¢d| The company is benefiting from a solid be a significant growth factor over the long
2003 | 986 904 1226 1350 | 2465 9rowth strategy of expansion and heavy term. Meanwhile, the chain’s expansion is
2004 |1187 1116 1459 1602 | 5364 mMarketing to support new products, while progressing, and management very likely
2005 |1422 1326 1677 180.6 | 623.1] maintaining a focus on cost restraint. We met its goal of 180 openings in fiscal 2006.
2006 [159.8 1489 1865 1998 | 695 | believe these efforts will enable Sonic to Moreover, Sonic continues to increase its
2007 | 176 166 206 217 | 765 | advance earnings at a steady clip in the presence in underdeveloped markets,
Fiscal EARNINGS PER SHARE A B Full | coming years. where growth potenitial is very strong,
ear INov.Per Feb.Per May.Per Aug.Per F\'(Seg?' The company’s focus on credit busi- such as Richmond, Virginia and Spokane,
2008 | 12 09 18 18 | 57| hess improves its outlook. The ongoing Washington.
2004 | 14 11 21 02 68 | implementation of successful growth tools These shares offer limited long-term
2005 17 13 24 27 81| indicates that Sonic is well positioned to investment appeal. Much of the growth
2006 18 16 28 30 92| gain market share and boost profits. For we project over the next 3 to 5 years is al-
2007 22 19 31 33 | 105| example, the company’s PAYS technology, ready reflected in the stock price. In fact,
cal- QUARTERLY DIVIDENDS PAID ranl | Which allows customers to pay by credit SONC is trading near the bottom end of
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | Card at drive-in stations, is cost-efficient our 2009-2011 Target Price Range. The
2002 and will probably enhance same-store company's recently announced share-
2003 NO CASH DIVIDENDS sales by roughly 5% in fiscal 2007. Indeed, repurchase program could reduce the stock
2004 BEING PAID the average credit sale tends to be higher float and support share net over the next
2005 than cash transactions, and the speed of few years.
2006 service is greatly increased, which should Simon R. Shoucair September 8, 2006

(A) Fiscal year ends August 31st.
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(B) Diluted earnings. Excludes nonrecurring | (C) In millions, adjusted for stock splits.

losses: '96, 17¢; '98, 6¢; '03, 1¢. Next earnings
report due early Oct.

Company’s Financial Strength B+
Stock’s Price Stability 75
Price Growth Persistence 100
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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SONOCO PRODS RECENT 33 61 PIE 15 7(Trai|ing: 16.6'}| RELATIVE 0 89 DIVD 2 90/
. NYSE-SON PRICE . RATIO . [ \Median: 16.0/| PERATIO U, YLD JN
TMELNESS 3 weessnos | FON) 39| 3541 331 99 B3| Be| o3| BE| 3| 24| B3 %l Target Price Range
SAFETY 2 Raised12591 | LEGENDS
—— 8.5 x "Cash Flow" p sh
TECHNICAL 4 Lowered10/6/06 | ;- - Relative Price Sirength 80
_ 2-for-1 split 6/93 60
BETA 1.00 (100 = Market) %)ovl/ioogéy Nglgs % T T [ T[eeesideoo:-- 20
2009-11 PROJ ECT|ON,S haded area indicates recession I' 40
Price  Gain A”Ee'tl?ﬁa'“ " : | m —— Illltl;lfl'l.rl*"" gg
[1('%‘ 4518 {18832‘3 l%ﬂ "|.||"'| Ii,.u' mr LI iy : I YL A T IFYPCLEIT %0
Insider Decisions o Setane, I _ 15
NDJFMAMIJJ IS i O
By 00000000O N _— 10
Optons 3 4 112 0 0 0 0 1 eessrets %
Sl 330120000 1 % TOT. RETURN 8/06 >
Institutional Decisions THIS  VLARITH.
4QU05 Q2006 202006 | percent 9 Ly Soacoex

vl % T8 qga|Shaes 6 T - RO 1 YO AR 3y 639 404 |
HUs(000) 55309 53831 55427 PP 1 7 T T .01 7. T 1 O 0 L Sy 542 704
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

16.78 | 1699 | 18.26| 19.28 | 2291 | 27.00| 2821 | 27.02| 2516 | 2510 | 2854 | 27.23 | 29.10 | 2845 | 3203 | 3529 | 37.25| 40.30 |Sales per sh 47.40

1.78 1.67 191 2.05 234 2.82 310 311 3.19 3.25 348 321 313 2.99 3.26 3.56 3.75 4.10 |“Cash Flow” per sh 5.20
1.04 91 1.09 113 121 1.49 1.57 1.64 1.72 1.79 1.80 1.55 148 1.30 1.59 192 2.10 2.30 |Earnings per sh A 310
40 40 42 46 48 53 59 64 .70 .75 .79 .80 83 84 87 91 .95 .98 |Div'ds Decl'd per sh B= 1.20
118 91 1.09 114 1.26 181 2.35 2.19 1.96 134 123 1.07 1.28 117 1.22 129 1.25 1.35 | Cap’l Spending per sh 1.45
5.16 5.63 558 6.10 6.57 745 8.10 8.05 8.08 8.88 8.44 8.40 898 | 1046 | 1170 | 12.63 | 1345| 14.60 Book Value persh © 19.20
99.44 | 99.90 | 100.65 | 101.00 | 100.38 | 100.23 | 98.85 | 105.42 | 101.68 | 101.45 | 95.01 | 95.71 | 96.64 | 96.97 | 9850 | 99.99 | 99.00 [ 98.00 |Common Shs Outst'g © | 96.00
129 16.6 16.8 17.2 15.8 15.0 16.1 16.9 18.2 142 11.0 154 172 171 16.1 14.4 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
.96 1.06 1.02 1.02 1.04 1.00 1.01 97 .95 81 72 .79 94 97 85 a7 ValuejLine Relative P/E Ratio 1.00

30% | 2.6%| 2.3%| 24% | 25% | 24% | 23% | 23% | 23% | 29% | 40% | 34% | 33% | 38% | 34% | 33%| ="' |AvgAnn'IDivd Yield 2.6%
CAPITAL STRUCTURE as of 6/25/06 2788.1 | 2847.8 | 2557.9 | 2546.7 | 27115 | 2606.3 | 2812.2 | 2758.3 | 3155.4 | 3528.6 | 3690 [ 3950 |Sales ($mill) 4550
Total Debt $777.1 mill. Duein5Yrs $228.1 mil. | 16.99% | 17.4% | 18.3% | 18.8% | 17.8% | 16.7% | 15.0% | 135% | 13.5% | 13.4% | 14.0% | 14.0% |Operating Margin 15.5%
LJTDetbt $6t74-6 '"('j'_'-el ,LtTt'”I‘.e’tes‘ $t55-° mil. 1429 | 1535 | 1457 | 1459 | 1508 | 1586 | 1503 | 163.2 | 1639 | 1631| 160 | 170 |Depreciation ($mill 200
ftov;?a‘gﬁsﬁz‘i;”e' e tolarineres 1709 | 1774 1789 | 1843 | 1798 | 1485 | 1434 | 1263 | 1573 | 1926| 210| 230 |Net Profit (smill) 300

(35% of Cap'l) | 38.4% | 38.6% | 37.1% | 38.0% | 37.7% | 37.5% | 35.6% |20.3% | 34.2% | 32.9% | 34.0% | 35.0% (Income Tax Rate 38.0%

Pension Assets-12/05 $981.4 million 6.1% | 62% | 70% | 72% | 6.6% | 57% | 51% | 4.6% 5.0% | 55% | 5.7% | 5.8% |Net Profit Margin 6.6%
Obligation $1196.4 million 2626 | 4389 | 2253 | 3065 | 2587 | 2049 | 633 | 757 | 2822 | 2650 290 | 285 |Working Cap'l ($mill) 330
Pfd Stock None 7910 | 696.7 | 686.8 | 8195 | 8121 | 886.0 | 699.3 | 473.2 | 8132 | 657.1 700 680 [Long-Term Debt ($mill) 640

920.6 | 8488 | 821.6 | 901.2 | 8015 | 804.1 | 867.4 | 1014.2 | 11529 | 1263.3 | 1330 | 1430 |Shr. Equity ($mill) © 1845

Common Stock 99,133,298 shares as of 7/21/06 115% | 13.3% | 13.5% | 12.1% | 13.0% | 10.3% | 10.9% | 10.3% 9.2% | 11.4% | 11.5% | 12.0% |Return on Total Cap'l 13.0%
(Options Exercisable 9.4%) 18.6% | 20.9% | 21.8% | 20.5% | 22.4% | 18.5% | 16.5% | 12.5% | 13.6% | 15.2% | 16.0% | 16.0% |Return on Shr. Equity 16.5%
MARKET CAP: $3.3 billion (Mid Cap) 13.1% | 12.9% | 13.0% | 12.0% | 12.6% | 9.0% | 7.3% | 45% 6.3% | 81% | 85% | 9.5% |Retainedto Com Eq 10.0%
CUR$|$W||ELI\ET POSITION 2004 2005 6/25/06 | 38% | 38% | 40% | 41% | 44% | 51% | 56% | 64% | 54% | 47% | 45% | 42% |All Div'ds to Net Prof 39%
Cash Assets 117.7 59.6 60.7 | BUSINESS: Sonoco Products Co. is a leading producer of paper- flexible packaging unit, 9/99; CorrFlex, 5/04. Foreign sales: 35% of
Receivables 390.0 4132 4514 | phased tubes and cores, flexible packaging, rigid plastic containers, 2005 total, 20% of pretax income. 2005 depreciation rate: 6.4%.
Ion%eenrtory (FIFO) 3382 Séii 3888 cylinder paperboard, composite cans, protective partitions, wire and  Has 17,600 employees. Officers and directors own 5.3% of com-
Current Assets 922:1 885:5 907:5 cable reels, and point-of-purchase displays. Major markets: paper, mon; Atlantic Invst. Mgmt., 6.1% (3/06 proxy). Chairman and CEO:
Accts Payable 2742 2652 304.0 textile, and consumer-goods industries. Total facilities at end of Harris E. DeLoach. Inc.: SC. Address: North 2nd Street, Hartsville,
Debt Dué 93.8 1245 102.5 | 2005: 317 in 35 countries. Acquired Engraph Inc., 10/93; Graphic's ~ SC 29550. Telephone: 843-383-7000. Internet: www.sonoco.com.
831‘fém Liab. é;g:g égg:g éggé Sonoco has displayed some im- The company has acquired its part-

— pressive product price/cost manage- ner’s interest in a European tube and

AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd'og?ﬁ% ment skills. Despite inflationary pres- core joint venture. We think the pur-
o chenge (persh)  10¥s, - SYis 08I | sures in material, freight, energy, and chase price for the 35.5% interest was
“Cash Flow” 3.0% -~ 8.0% labor costs, margins improved, year to about $50 million. The operation had sales
Eiﬁ\llfi'&ings %-g‘;f -g-ggﬁ’ 1%%‘;? year, in the June quarter. Higher selling of $330 million in 2005 (consolidated on
Book Value 55% 654 85y | Prices for packaging, tubes and cores, and Sonoco’s income statement). We are some-

- reels were key, as were productivity gains what concerned about the fragile Europe-

Cal- | QUARTERLY SALES ($ mill.* Full | virtually across the board. The cost of fiber an economy. But the venture's perform-
endar |Mar.Per Jun.Per Sep Per Dec.Perl Year | has trended higher recently, but Sonoco ance improved nicely in the June quarter,

2003 |657.0 6830 6881 7302 127583 | announced price increases for recycled and the acquisition is expected to be

%ggg ggii gggg g%ﬁ ggig géggg paperboard in early July and paper-based slightly accretive to earnings in the De-

2006 |8188 9170 940 10142 |00 | tubes and cores in late July and mid- cember period. )

2007 |900 990 1010 1050 |3es0 | September. We've raised both our 2006 The balance sheet remains healthy.

" and 2007 share-net estimates by 5%, to Cash from operations totaled $161 million

Cal- EARNINGS PER SHARE Full | $2.10 and $2.30, respectively. in the first half of 2006, compared to $68
endar_|Mar.Per Jun.Per Sep Per Dec.Perl Year | Tha™ nerformance of the Packaging million for the same period in 2005,

2003 | 31 .32 30 37| 130} seryices division should improve sig- thanks to higher earnings and working

%88‘; ‘318 ‘312 ﬁg ég igg nificantly in the second half of this capital initiatives. Note that, at the end of

2006 46 51 55 58 | 210 Year. The segments second-quarter sales the second quarter, inventories were down

2007 50 t5 ‘60 % | 230 declined 4%, to $107 mll!lon, and its proflt ;I.l%, year to year, despite a 4_.4% increase

UARTERLY DIVIDENDS PAID = & fell 20%, to $8.6 million. Comparisons in sales. We think Sonoco is well posi-

Cg" MQ 31 un.30 Sep 30 Dec3l 5”” were made very tough, however, due to tioned for further acquisitions and/or
endar | Mar.oL Jun.ch oep.ou DEC.Sl] Yedr | strong  point-of-purchase  display and share repurchases and dividend hikes.

%ggg -%O -%1 -%1 -%1 -g3 rework activity in the year-earlier period. This neutrally ranked issue has

2004 'Zi '2% '2% '2% '8‘71 The business typically picks up in the back worthwhile, risk-adjusted total-return

2005 | 22 23 3 3 ‘g1 | half of the year, when comparisons should potential to 2009-2011.

2006 | 23 24 04 become much more favorable. Craig Sirois October 6, 2006
(A) Periods end on Sun. nearest end of (14¢); '01, (59¢); '02, (9¢); '03, 13¢; '04, (6¢); |June, Sept., Dec. = Divid reinvest. plan avail. Company’s Financial Strength A
quarter. Diluted egs., primary prior to '95. Excl. | '05, (31¢), ‘06, (4¢). 2005 quarterlies don’t sum | (C) Includes intangibles. In '05: $646.9 mill., Stock’s Price Stability 90
net nonrec. gains (losses): '90, (63¢); '91, 5¢; | due to rounding. Next earnings report due late | $6.47/sh. (D) In mill., adjusted for stock splits Price Growth Persistence 35
'92, (43¢); '93, 4¢; '97, ($1.81); '99, 4¢; '00, Oct. (B) Dividends historically paid mid- Mar., |and dividends. Earnings Predictability 85
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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.




PGL WPD-6 (2)
Page 198 of 236

! RECENT 25 67 PIE 22 5 Trailing: 23.6'}| RELATIVE 1 27 DIVD Nl
. NYSE-SRx PRICE 0 [ [RaTIO £.£,J \Median:NVF )| PERATIO L, Z [ [ YLD |
High: 15.3 224 33.0 38.3 38.3 i
TIMELINESS 3 tew 22416 ‘ | Low: | 106| 105| 175 268 233 Tz%rggt ESES Rzagfle
SAFETY 3 New2246 LEGENDS
—— 18.0 x "Cash Flow" p sh 128
TECHNICAL 3 Lowered 72106 | ;- Relaive Price Strength
2-for-1 split  5/05 96
BETA .75 (1.00 = Market) Options: Yes . 80
2009-11 PROJECTIONS haded area indicatesrecessin | | [ [ [ [ [ [ [ [ [ [ [ [ 64
) ~Ann’l Total 2-for-1 48
Price  Gain Return [ 40
High 60 (+135%g 23% IR 2
Low 40 (+55%) 11% ||. i Ut
Insider Decisions 1 -1 e 24
|I ||| —
ONDJFMAMIJ My
toBly 00 000O00OO # 16
Opions 2 1 101 00 20 ||I|I!I f i} 12
sl 011020010 - A" % TOT. RETURN 7/06
Institutional Decisions N~ e T, THIS  VLARITH.
3Q2005  4Q2005  1Q2006 I sese” STOCK INDEX |
to Buy 112 93 105 Eﬁ;?gs”‘ '3‘8 ; P lyr. 350 30
to Sell 60 87 65 | traded 10 [T 1 T R TR R I | I T YA 3yr. 383 523 [
HiS00) 35611 36106 41898 I mAninlii Sy — 502
SRA International Inc. (formerly Systems| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 |2002 | 2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11
Research and Applications Corp.) was - - . - --| 1149 | 872 | 1055 | 11.89 | 1631 | 21.05| 22.95 |Sales persh A 3385
founded in 1978. In May 2002, the company 58 46 84 96| 13L| 160| 180 |“CashFlow" persh 2.95
went public through an initial offering of 10 23 33 56 J1| 102| 108| 120 Earnings persh B 2.00
milion shares at $9.00 each, led by - .- .- . . . Nil | Div'ds Decl'd per sh Nil
Salomon Smith Barney. A secondary offer- 39 13 22 23 40 28 .32 [Cap'l Spending per sh 50
ing of 6.05 milluion shares at $15.00 each 159 | 385| 663 | 655| 7.94| 950 1035 |Book Value per sh 15.15
was held in June, 2003 led by Citigroup (ad- 2720 | 4142 | 4269 | 5178 [ 54.05| 56.00 | 58.00 |Common Shs Outstg € | 62.00
justed for stock split). | 370 238 273 280 306 Avg Ann'l PJE Ratio 250
CAPITAL STRUCTURE as of 6/30/06 2.02 1.36 1.44 1.48 161 Relative P/E Ratio 1.65
Total Debt None Duein 5 Yrs None - -- - -- -- Avg Ann’l Div'd Yield Nil
- . 3125 | 3612 | 4504 | 6158 | 881.8 | 1179.3 | 1330 [Sales ($mill) 2100
Leases, Uncapitalized: Annual rentals $24.8 mill. ) .
No Defined Benefit Pension Plan 19% | 7.3% | 11.3% | 11.7% | 116% | 9.8% | 105% Operatl_ng_ Margln_ 11.5%
8.4 79 9.0 105| 131| 182 20.0 |Depreciation ($mill) 30.0
Pfd Stock None Pfd Div'd None 74| 113 | 266 389 | 57.7| 625 | 75.0 |NetProfit ($mill) 140
42.2% | 45.1% | 40.1% | 38.4% | 37.6% | 38.2% | 38.5% (Income Tax Rate 38.0%
24% | 31% | 59% | 63% | 65% | 5.3% | 5.6% [NetProfit Margin 6.7%
218 | 1316 | 219.6 | 2298 | 2851 | 299.6 350 |Working Cap'l ($mill) 540
Common Stock 55,758,427 shs. 2.0 4 -- -- -- -- Nil | Long-Term Debt ($mill) Nil
As of 4/28/06 431 | 1594 | 283.0 | 339.3 | 429.1| 5333 600 |Shr. Equity ($mill) 940
. . 173% | 7.2% | 94% | 11.5% | 13.5% | 11.7% | 12.5% |Return on Total Cap'l 15.0%
MARKET CAP: $14 billion (Large Cap) 170% | 7.1% | 94% | 115% | 13.5% | 11.7% | 12.5% |Return on Shr. Equity | 15.0%
CURRENT POSITION 2004 2005  6/30/06 171% | 7.1% | 94% | 115% | 135% | 11.7% | 12.5% |Retained to Com Eq 15.0%
(SMILL.) ; . - .
Cash Assets 152.4 1831 1834 - -- -- -- - Nil Nil |All Div'ds to Net Prof Nil
ﬁ]?/%?]lt\tl)?eleisAvg Cst) 164_'2_ 207_'9 266_'2_ BUSINESS: SRA International, Inc. provides information technol-  solutions for enterprise architecture, disaster recovery, disaster
Other 275 26.5 28.2 | ogy services and solutions to clients in three major markets: nation-  response planning, and environmental strategies. The company
Current Assets 3441 416.6 477.8 | al security, which includes defense and homeland security, civi has about 4,800 employees. Officers and directors own about 9%
Accts Payable -- 69.6  115.5 | government, and public health. Service offerings include strategic of common stock (8/05 Proxy). President and CEO: Renato A.
Debt Due - - -- -- | consulting, system design, development, outsourcing, and opera- DiPentima. Inc.: DE. Address: 4350 Fair Lakes Court, Fairfax, Vir-
Other ) 1143 61.9 62.7 | tions management. In addition, the company provides business ginia. 22033. 703-803-1500. Internet: www.sra.com.
Current Liab. 1143 1315 178.2

ANNUAL RATES  Past

Past Est'd '03-'05

of change (per sh) 10 Yrs. 5Yrs. t0'09-'11
Sales -- -- 17.5%
“Cash Flow” -- - 19.0%
Earnings -- - 17.5%
Dividends -- - Nil
Book Value -- .- 135%
Cal- | QUARTERLY REVENUES (§ mill.)A Full
endar |Sep. 30 Dec. 31 Mar.31 Jun.30| VYear
2003 1015 1053 1164 127.2| 4504
2004 1320 1430 160.0 180.8| 6158
2005 2035 2112 2260 241.1| 8818
2006 280.7 3053 2961 297.2| 1179.3
2007 320 330 340 340 | 1330
Cal- EARNINGS PER SHARE AB Full
endar |Sep. 30 Dec. 31 Mar. 31 Jun.30| VYear
2003 .10 13 15 18 .56
2004 14 .16 19 22 71
2005 22 .26 .26 .28 1.02
2006 25 27 .26 .30 1.08
2007 .28 .30 .30 .32 1.20
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

SRA International’s top line will like-
ly make less dramatic advances in the
year ahead (year ends June 30th). Al-
though sales increased about 23% during
the June quarter, much of the strength
was due to the addition of new contracts
with government agencies, such as, the Of-
fice of Economic Growth, the U.S. Army,
and the Department of Justice. In con-
trast, the company’s ‘same store’ results
advanced 9.6% during the fourth quarter,
which is less robust. Also, revenue for the
June quarter did not increase much com-
pared to the prior quarter’s results. All
told, we are trimming our revenue es-
timate for 2007 slightly at this time.

Elsewhere, the company has been suc-
cessfully hiring new personnel. The
labor market remains challenging for SRA,
due to the need for government and milita-
ry security clearances, as well as demand-
ing technological skill requirements. It has
also been challenging for the company to
retain personnel, due to a competitive en-
vironment. Nonetheless, SRA Internation-
al has been hiring over 100 employees per
month, and has been better utilizing its
expanded labor force to meet contractual

requirements.

The company will probably make
some acquisitions in the year ahead.
SRA International finished the June
quarter with about $183 million in cash
and no long-term debt. That leaves it well
positioned to take advantage of a more at-
tractive acquisition environment. Manage-
ment may also use some of its funds to
repurchase shares.

We continue to expect earnings to ad-
vance about 10%-15% annually, on
average, for the next few years. Com-
parisons in 2006 were difficult, since we
began including stock-based compensation
expense of $0.14 annually in our results.
Comparisons in 2007 should better reflect
the company’'s progress. We are leaving
our earnings estimate for 2007 unchanged.
These shares are ranked 3 (Average)
for year-ahead performance. However,
our projections indicate that the stock cur-
rently offers attractive appreciation poten-
tial for the pull to 2009-2011. The stock’s
price-to-earnings multiple also is rea-
sonable, given the earnings advances we
expect.

Adam Rosner August 25, 2006

(A) Fiscal year ends June 30 of the calendar | (C) In millions adjusted for split.

ye
(B

Next earnings report due early Oct
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) Excludes nonrecurring loss: '03, $0.06.
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RECENT PIE Trailing: 46.5'}| RELATIVE DIVD
ST. \]OE CO- NYSE-JOE PRICE 55,00 RATIONMF(Mediar?: 36.0 ER/-\TIONMF YLD 1.2%%:
TMELNESS S wwetsote | 0N 350 95 000 %520 03| 7| Be| ki| %] %I 3 L8 Target Price Range
SAFETY 1 Resedionoos | LEGENDS
4 T Rthe Proe Syengn” 0 200
TECHNICAL Lowered 10/6/06 Sior1 it 18 g 160
BETA .90 (1.00 = Market) Options: Yes
2009-11 PROJECTIONS haded area indicates recession 100
. ~ Ann'l Total N 0
Price  Gain Return M |I I
W& (i) W s =
= > ¥ B
Insider Decisions B i P = 40
ND O EMAMI .'I! . I!I| It |I""I AT "I'|n|" o t - %
gp?ig%s cl) 8 8 8 8 8 g 8 8 "'-.°:, 24 -l\ﬂ.o Sodlt, M |II II||II ! | ol I  Ceend 20
toSel 2 1120000 0mm™H L/l e e ! % TOT, RETURN 8/06
Institutional Decisions ERC S | IR IRy **Teaatptees THIS  VLARITH.
O STOCK INDEX
vy O e . P
to Sell 126 104 127 | yaded 2 | i i 3yr. 550 494 [
HUS(000) 56794 61492 72795 s oL Dbt bl [T Sy 945 704
1990|1991 | 1992|1993 | 1994 | 19951996 | 1997 [1998 | 1999 | 2000 | 2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | ©VALUELINE PUB,, INC. | 09-11
6.67| 636| 647| 647| 750| 366( 471| 378| 428 | 868| 1050 | 1057 | 850 | 10.00 | 1254 | 1252 | 9.45| 9.80 [Revenues per sh 16.35
1.04 91 82 82| 114 63| 132 74 g8 125 175| 109 | 230 | 141 | 161 | 211| 140| 150 |“CashFlow"persh 2.70
45 30 17 13 46 32| 100 39 35 67| 1.09 67| 185 98| 111| 158 80 .90 |Earnings per sh A 1.90
.06 .07 07 07 07 07 07 07 .08 .02 .08 .08 .08 32 52 .60 64 .68 |Div'ds Decl'd per sh B 80
113| 110 132] 102 94 86 .70 J3| 147 326| 303| 281 | 159 .09 13 27 30 .35 |Cap'l Spending per sh 40
877| 901| 911| 987| 1024 | 1111| 1308| 989 | 963 | 1089 | 678 | 652 | 632| 641 | 653| 6.53| 6.10| 6.30 |Book Valuepersh E 7.75
9150 | 9150 | 91.50| 9150 | 9150 | 9150| 9150 | 91.70 | 91.70 | 86.43 | 83.93 | 7951 | 76.00 | 76.03 | 7589 | 74.93 [ 74.00 | 74.00 |Common Shs Outst'g © | 74.00
253| 361 NMF| NMF| 408| NMF| 20.6| NMF| NMF| 361| 222| 378 | 158 | 319 39.9 | 452 | Bold figyres are |Avg Ann’l P/E Ratio 35.0
1.88 231 NMF| NMF 268 | NMF 129 | NMF | NMF 2.06 1.44 1.94 86 1.82 211 241 ValuejLine Relative P/E Ratio 2.35
6% | 6%| 5%| 5%| 4%| 3%| 3% | 2% | 3% | 1%| 3% | 3% | 3% | L0% | 12% | 8% | " |ayg Annl Divid Yield 1.2%
CAPITAL STRUCTURE as of 6/30/06 4312 | 346.3 | 3922 | 7504 | 880.8 | 840.3 | 646.4 | 760.6 | 9515 | 938.2 690 725 |Revenues ($mill) 1210
Total Debt $605.3 mill. Duein 5 Yrs $225.0 mill. | 41,006 | 24.6% | 25.2% | 14.9% | 24.6% | 14.9% | 22.5% | 23.1% | 19.3% | 24.3% | 22.0% | 22.0% |Operating Margin 25.0%
LTTDetb} |$‘t5°5-3t'g'"- LT L“;e’e“ $21.2 mill. 288 | 325| 389 | 494 | 518| 296 | 238| 3L5| 368| 381 400| 420 |Depreciation (mil) 550
(Total Interest Coverage: 4.9 919 | 355| 38| 500| 90| 567 | 1511 | 759 | 851 1202| 600 650 |Net Profit ($mill) 145
(57% of Cap'l) | 44.0% | 42.9% | 43.4% | 18.0% | 35.0% | 38.6% | 37.0% | 35.8% | 37.8% | 34.5% | 37.0% | 37.0% |Income Tax Rate 37.0%
21.3% | 102% | 84% | 7.9% | 108% | 6.7% | 23.4% |10.0% | 89% | 12.8% | 86% [ 9.3% |Net Profit Margin 11.8%
o ) 5737 | 2517 | 739 | 659 | 266 |d3232 | 628 | 590 | 444 | 1421 110 | 25.0 |Working Cap’l ($mill) 120
'L,gﬁssfgn%”scsigﬁ“jgg$’§23“n§:|{98§‘|';$2196‘{“r']'1m --|--| 100 1160 | 2638 | 1043 | 309 | 3822 | 3991 | 5544 | 590 | 520 |Long-Term Debt (smill) | 635
Pfd Stock none 11969 | 906.8 | 883.3 | 9409 | 569.1 | 5181 | 480.1 | 487.3 | 4954 | 489.0 450 470 | Shr. Equity ($mill) & 575
Common Stock 74,190,195 shs. T77% | 39% | 3.7% | 56% | 11.9% | 9.9% | 195% | 9.4% | 10.2% | 12.2% | 6.0% | 7.0% |Return on Total Cap'l 12.0%
as of 8/1/06 77% | 39% | 37% | 63% | 16.7% | 10.9% | 31.5% | 15.6% | 17.2% | 24.6% | 13.5% | 14.5% |Return on Shr. Equity 25.0%
MARKET CAP: $4.1 billion (Mid Cap) 72% | NMF| 27% | 6.1% | 155% | 9.6% | 30.1% |10.5% | 9.1% | 152% | 2.5% | 3.5% |Retained to Com Eq 14.5%
CUR$I?\4I|ELI\|{T POSITION 2004 2005  6/30/06 7% | NMF 27% 3% % 12% 4% 32% 47% 38% | NMF | NMF [All Div'ds to Net Prof 42%
Cash Assets 948 202.6 43.5 | BUSINESS: The St. Joe Company is a diversified real estate com- operation 4/96; sugarcane operation, 3/99. Spun off railroad opera-
Receivables 89.8 589 60.2 | pany (not a REIT) engaged in community, commercial, industrial, ~tion, 10/00. Has about 1,362 emplys. Third Avenue Management
Ion%eenrtory (FIFO) 9 4 1 95'6 97’6 hospitality, leisure and resort development, and real estate serv- LLC owns 13.3% of common stock; Neuberger Berman, 7.0%; of-
Current Assets 5787 356:5 200:7 ices. Also has forestry and timber operations. The company is the ficers and directors, 7.6% (4/06 Proxy). Inc.. Florida. Addr: 1650
Accts Payable 76.9 753 76.1 single-largest private landowner in Florida, with roughly 8l35,QOO PrudentiaIvDrive, Suite 400, Jacksonville, FL 32207. TeI:l 904-301-
Debt Dué 22.0 - - | acres, or 2.5% of the land area of the state. Sold communications 4200. Chairman and CEO: Peter S. Rummell. Web: www.joe.com.
Other 1354 139.1 163.6 - B - - -
Current Liab. >33 o144 o397 | St Joe is getting out of the panies in this sector.)

— homebuilding business. Ten years after Earnings guidance was slashed con-
ANNUAL RATES ~ Past  Past Est'd'03-05| shifting its focus away from paper and siderably. Owing largely to the real

ofchange persh) - 1owe - s¥is, 08I | pulp products, the company is switching estate slowdown in Florida, the company
“Cash Flow” 70% 65%  8.0% gears once again. St. Joe announced in now expects 2006 earnings to fall between
E.ﬁf.'&'ngs %gg‘;f ﬁggﬁ) g-ggﬁ September that it will now operate as a $0.70 and $1.05 per share, as compared to
BoakValue 5% 6me  30% | “townbuilder”, utlizing partnerships with the previous range of $1.40-$1.85. We have

- regional and national homebuilders (such cut our 2006 estimate by $0.55, to $0.80
Cal- | QUARTERLYREVENUES(Smill) | Full | a5~ Beazer Homes, with whom St. Joe per share, and our 2007 share-net expecta-
endar |Mar31 Jun.30 Sep.30 Dec3l] Year | rocently entered into a long-term rela- tion has been trimmed by $0.65, to $0.90.
2003 1502 1845 1995 2264 | 7606 tionship) to create entire communities and The Federal Aviation” Administration
%ggg igi? %g%g %gg% %g%;’ ggég increase the land's value. In anticipation (FAA) provided some good news. In
2006 | 1674 1636 175 184 | 690 of the announcement, the three major September, it approved the relocation of
2007 | 170 180 180 195 | 725 | Pusiness segments (Towns & Resorts, Panama City-Bay County International
Commercial, and St. Joe Land Co.) were Airport to a site in West Bay that is owned

iji" Mar3ElARJN|§16380PESReSH§gESec al EU” merged into one integrated organization in by St. Joe. The company hopes that the
endar | Var.31 Jun. . : € | August. The restructuring led to a work- airport will provide an economic stimulus
2003 | 18 13 30 .37 | 98| force reduction (whose magnitude was un- to the area, increasing the value of the

%88‘; % ig ‘31‘31 % iéé disclosed) and expected nonrecurring surrounding land that the company owns.
2006 05 95 20 20 80 charges of about $10.7 million, stemming These shares garner our Lowest (5)
2007 07 o5 o5 33 ‘90 | from severance packages and the write-off ranking for Timeliness. Also, JOE’s
UARTERLY DIVIDENDS PAD ® of some capitalized homebuilding costs. All share price has risen over 20% since our
Cg" MQ31 T30 Son.30 Decl 5”” existing homebuilding contracts and new previous review, pushing the stock’s P/E
endar | Mar.o. Jun.ch oep.ou DEC.Sl] Year | home warranties will be honored, but no multiple to a level that is well above what
%ggg 82 N 12 12 gg additional building will take place. (Note: we consider sustainable. As a result, these

' . ‘t5 | St. Joe will continue to be included in our high-quality shares offer below-average

gggg ﬁ %‘21 %g %g’ gg Homebuilding industry, because of its de- long-term capital gains potential.

2006 | 16 % 16 "~ | pendence on relationships with other com- Tom Nikic October 6, 2006
(A) Diluted earnings. Excl. nonrecurring gains: | land sales; '01, $0.16. Next egs. report due late | (D) 54% interest in Florida East Coast In-| Company's Financial Strength A
'05, ($0.08); '00, $0.06; '99, $0.21. Excludes | Oct. dustries spun off 10/00. Stock’s Price Stability 90
discontinued operations: '05, $0.08; '04, $0.06; | (B) Quarterly dividend instituted 8/03. (E) Includes intangibles. In '05: $83.1 mill., | Price Growth Persistence 95
'99, $0.53. Excludes gain from conservation | (C) In mill., adj. for stock split. $1.11/sh. Earnings Predictability 55
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35.0
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to Sell
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Institutional Decision
3Q2005  4Q2005
133 141
119
58142

Percent
shares
traded

to Buy
to Sell 133
Hid's(000) 58794

% TOT. RETURN 6/06

THIS VL ARITH.
STOCK INDEX

- 1yr. 62 118

3yr. 865 639

|
|i 5yr. 301 59.7

1990 | 1991 | 1992 1994

P A ill PR T
TP LY PSRN PR 1 ATERAIAT IIIII|||III
1996 | 1997 | 1998 [ 1999 | 2000 | 2001 2003

2006 | 2007 | ©VALUELINEPUB., INC. | 09-11

28.24
2.33

24.00 | 21.69
220 188
116
61

24.40
1.94

32.95
3.05
1.90
1.04

30.74 | 30.94 | 3227 | 31.00

3.36

30.10 | 30.07

58.00
6.65
4.95
1.38

36.84
414
2.94
1.08

50.15 | 52.15 |Sales per shA
485 | 5.70 |“Cash Flow” per sh
345| 4.0 |Earnings per sh B
118 | 1.23 |Div'ds Decl'd per sh Ca

4.45
321
114

1.28
7.80

39
10.56

.55
33.80

58
14.78

82
17.35

.60 .60 |Cap'l Spending per sh
20.05 | 23.00 |Book Value per sh ©

90.48

81.28

8262 | 83.27 | 81.25| 81.50 [Common Shs Outst'gE | 81.00

16.0
1.02 122
3. 5% 33% | 31%| 3.1%

3.4%

151
86

2.6% 2.0% | 3.1% 3.6%

14.0
95
2.0%

14.6
a7
2.5%

144
17
2.5%

Bold figyres are |Avg Ann'l P/E Ratio
ValuejLine Relative P/E Ratio
estimates | ayg Ann’l Div'd Yield

CAPITAL STRUCTURE as of 4/1/06
LT Debt $821.3 mill.

(38% of
Pension Assets-12/05 $143.4 mill.

Pfd Stock None
Common Stock 81,256,580 shs.

as of 4/25/06
MARKET CAP: $3.5 billion (Mid Cap)

(LT interest earned: 6.5x; tot. int. coverage: 4.

Total Debt $1222.0 mill. Due in 5 Yrs $420.0 mill.

2624.4
15.7%

2593.5
15.0%

2678.1
14.1%

2670.8
12.8%

2669.5
12.4%

2729.1
12.1%

2751.8
11.6%

2748.9
15.4%

4700
18.0%

3285.3
16.7%

4075
17.0%

4250
17.5%

3043.4
17.1%

Sales ($mill) A
Operating Margin

LT Interest $37.5 mill.

7X)
Cap’l)

82.9
201.7

71.2
2039

86.5
161.6

747
9.9

724
188.0

79.7
137.8

85.6
136.2

83.3
194.4

100
365

100
440

96.5
273.8

98.0
300

95.0
246.9

Depreciation ($mill)
Net Profit ($mill)

21.3%
6.0%

34.7%
1.7%

29.8%
7.9%

35.0%
4.9%

33.8%
1.1%

44.4%
3.6%

14.5%
7.0%

36.0%
5.0%

28.0%
9.3%

28.0%
8.6%

Income Tax Rate
Net Profit Margin

23.8%
8.3%

28.0%
1.3%

26.7%
8.1%

3159
196.8
832.3

509.5
564.3
983.8

4412
5345
858.6

529.3
342.6
780.1

382.6
283.7
607.8

384.3
344.8
669.4

398.0
290.0
735.4

387.0
248.7
7365

615
775
1875

1025
600
2735

950.3
895.3
1444.9

500
835
1625

553.1
481.8
12213

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

12.3%
18.8%

20.2%
24.2%

13.6%
20.7%

14.0%
18.5%

20.4%
26.4%

9.5%
12.4%

21.6%
30.9%

14.2%
20.6%

13.5%
16.0%

14.5%
19.5%

12.5%
18.9%

13.0%
18.5%

15.5%
20.2%

Return on Total Cap'l
Return on Shr. Equity

CURRENT POSITION 2004 2005
(SMILL)

250.0
582.0
413.4
126.5

Cash Assets
Receivables
Inventory (LIFO)
Other

1371.9

300.4
102.5

1825. 6
327.7
170.2
377.4

Current Assets
Accts Payable
Debt Due

Other 415.9

400.7
4645

Current Liab. 818.8 875.3

1276.2

3.8% | 196% | 9.5% | 8.0% | 15.8% | 14.6% | 12.0% | 8.8%
70% | 36% | 54% | 57% | 40% | 40% | 42% | 53%

12.9% | 12.4% | 12.0% | 14.0% |Retained to Com Eq 12.0%
36% | 35% | 34% | 28% |All Div'ds to Net Prof 26%

BUSINESS: The Stanley Works is a worldwide supplier of tools,
hardware, and security systems for professional, industrial, and
consumer use. Sold residential entry door business, March 2004;
home decor business, December 2004. Acquired Frisco Bay In-
dustries, April 2004; the Security Group, January 2005. Internation-
al business: 31% of 2005 sales. Depreciation rate in 2005: 7.4%.

Has approximately 15,800 employees and 13,123 shareholders. Of-
ficers & directors own 1.8% of common stock; Barrow, Hanley,
Mewhinney & Strauss, Inc., 12.4% (3/06 proxy). Chairman and
Chief Executive Officer: John F. Lundgren. Incorporated: Con-
necticut. Address: 1000 Stanley Drive, Box 7000, New Britain, CT
06050. Telephone: 860-827-3833. Internet: www.stanleyworks.com.

Past Est'd

5Yrs.
3.0%
7.0%
9.0%

ANNUAL RATES  Past

of change (persh) 10 Yrs

Sales 3.0%
“Cash Flow” 7.0%
Earnings 10.0%
Dividends 4.5% 4.5%
Book Value 6.0% 12.0%

'03-'05

to'09-'11
8.0%
9.
10.5%
4.0%
15.5%

5%

QUARTERLY SALES ($ mill.) A
Mar.Per Jun.Per Sep.Per Dec.Per

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

632.2 6526 6656 727.7
7348 7539 7518 8029
796.3 8147 8349 8394
968.7 1030 1035 10413
1035 1065 1070 1080

2678.1
3043.4
32853
4075
4250

EARNINGS PER SHARE A B
Mar.Per Jun.Per Sep.Per Dec.Per

Cal-
endar

Full
Year

2003
2004
2005
2006
2007

28 41 52 69
.70 73 .76 .75
.78 .18 90 75
45 85 110 105
95 100 115 110

1.90
2.94
321
3.45
4.20

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

Cal-
endar

Full
Year

2002
2003
2004
2005
2006

24 24 255 255
255 255 .26 .26
.26 .26 .28 .28
28 28 29 29
29 29

.99
1.03
1.08
1.14

We expect Stanley Works’ sales to in-
crease nearly 25% this year, based
mostly on two recent major acquisitions.
These additions, Facom Tools and Nation-
al Hardware, should account for roughly
$625 million—$650 million of this year’s
top-line growth. The company has been
reshaping its business through acquisi-
tions since 2002. The main shift has been
from consumer products into industrial
products and security systems. During
2005, Stanley made $140 million worth of
security acquisitions, while Home Depot
accounted for only 12% of total sales (21%
in 2002).

Product rollouts and acquisition-
related expenses will likely hamper
earnings growth this year. But we ex-
pect an advance of over 20% in 2007. The
company made two small acquisitions
(Automatic Entrances and Allan Brothers)
during the first quarter, which should not
have a significant impact on 2006 earn-
ings. Stanley’s latest bid for Besco (see be-
low) will likely have the same effect. Reve-
nue growth and cost-reduction initiatives
are more than offsetting the high expenses
for metals and energy. All told, we look for

operating margins to widen in the remain-
der of 2006 and in 2007. Accordingly, year-
to-year earnings comparisons probably
turned positive in the June quarter.
Stanley Works has made a tender of-
fer to acquire 67% of Besco
Pneumatic. The $42 million cash offer
was to remain in effect until July 24th, at
which time the pneumatic tools manufac-
turer (used for compressing air and gases)
was expected to terminate its status as a
public company. The deal ought to close by
July 31st. Management also announced
that it has the option to purchase an addi-
tional 15% of the shares over the next five
years. The deal would lower Stanley’s
manufacturing costs, since Besco's largest
customer is Stanley Fastening Systems.
The purchase will likely be nominally prof-
itable this year and add $0.05-%$0.10 a
share in 2007.

This issue now holds good 3- to 5-year
capital appreciation potential, follow-
ing a price drop of over 20% since our
April report. However, the stock is ranked
to underperform the market during the
coming year.

Eric M. Gottlieb July 28, 2006

(A) Year ends on Saturday closest to Dec. 3

thereafter. Nonrecurring gain (loss), excl.: "9
(15¢); '93, (10¢); '97, ($2.58); '99, 15¢; 0

1.

1,

(50¢); '02
(B) Based on average shares until '96; diluted |06, (1¢). Next earnings report due early Aug.
1, | (C) Dividends historically paid in late March, | mill., $18.37/sh. (E) In mill., adj. for stock split.

, (21¢); '03, (80¢); '04, (8¢); '05 2¢; | vest. plan.

June, September, and December. = Div'd rein-
© 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) Includes intangibles: As of 4/1/06, $1492.3
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NYSE-SNS PRICE . RATIO . O \Median: 17.0/| PERATIO U, YLD |
High:| 8.1 10.3| 12.3| 188| 19.2| 120 116| 159 184| 219| 220| 211 i
;TFEELTIgESS g ;owe;fgzzm“ IL_EiVE s3] 63 81 12| 76| ‘63| es| 97| 88| 162 164 1a3 et oe Range
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seee V¢ il ren
TECHNICAL Lowered 8/25/06 100 pREalve Price Streng 48
BETA .95 (1.00 = Market) 103//0 B@v g;gg 40
20001 PROJECTIONS | Qv s [ [ [ T e o
. .~ Ann'l Total | 5-for-4 split 12/97 Sford | L | 24
Price  Gain Return igﬂc}r-ADi\slplitl 2/%%/98 - Tl 2
Hgh 35 (+120%) 22% |L0%Dv 1. 10% I LT TR T 16
Low 25 _&55%3 12% ;:g(?gd ea indicates recession TR _/'I|,||||| i i
Insider Decisions AL W I T III- || 12
' e | I
why 000000000 SO O S L LT B L 8
Optiors 1 0 1 0 0 0 0 0 0| o ogealiis ’ | L6
oSl _ 000020000 S i % TOT. RETURN 7/06
Institutional Decisions UL “THIS  VLARITH.
302005 402005 1Q2006 STOCK  INDEX |

to Buy 52 56 5 Eﬁ;ﬁssm }8 ) X 1y -3L7 30 [
to Sel 38 38 46 | yaded 5 , I, n v B TTHIGITHIT 3yr. -1.5 523 [
Hd's(0) 19552 18708 20324 TP T Y T PO YOO [ YTRPOT I v 0L AT VAR AR TR R Sy 653 592
1990|1991 | 1992 | 1993 | 1994 | 1995 1996 | 1997 [ 1998 | 1999 2001 2002P [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINE PUB., INC. | 09-11

8.21 871 | 1012 8.39 9.75 741 8.69 940 | 1078 | 1247 | 1404 | 1590 | 17.09 | 1849 | 20.14 | 22.08 | 2245 | 23.80 |Revenues per sh A 30.15
.74 .63 a7 .69 79 .66 82 94 111 115 133 1.39 171 1.79 191 2.08 1.95 2.10 |“Cash Flow” per sh 2.95
.39 .24 32 33 42 46 49 59 67 .67 .76 .76 83 .90 1.00 1.08 1.00 1.10 |Earnings per sh B 1.95
.06 -- -- -- -- -- -- -- -- -- -- -- -- -- -- - Nil Nil |Div'ds Decl'd per sh Nil
.99 A48 55 94 1.24 1.67 1.75 1.83 177 2.28 2.52 132 153 113 1.68 2.31 1.55 1.55 | Cap’l Spending per sh 155
174 d.33 14 .70 1.19 1.66 2.19 3.26 3.98 461 5.23 5.89 6.20 6.97 7.98 9.20 9.85 | 10.80 |Book Value per sh 15.55

12.89 | 1326| 1246| 1579 | 1653 | 25.65| 2641 | 2854 | 2899 | 2938 | 29.10 | 28.17 | 26.96 | 27.07 | 27.49 | 2749 | 2850 | 29.00 |Common Shs Outst'gC | 29.00

85 6.5 73 9.4 9.8 125 16.5 16.5 19.3 224 126 11.0 15.6 132 18.1 17.7 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
.63 42 44 56 64 84| 1.03 95| 100| 128 82 .56 85 .75 .96 95| ValuelLine Relative P/E Ratio 1.00
1.9% .- .- - - .- .- .- .- .- .- .- - -- .- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 7/5/06 ] 2294 | 2682 | 3126 | 3665 | 408.7 | 4480 | 4608 | 500.5 | 553.7 | 606.9 640 690 [Revenues ($mill) A 875
Total Debt $160.3 mill. Due in 5 Yrs $82.0 mill. 14.3% | 14.8% | 14.7% | 12.7% | 12.8% | 12.0% | 15.9% | 14.9% | 14.0% | 13.5% | 12.5% | 13.0% |Operating Margin 14.5%
h]TCP;lff;lzs%}ﬁ ';;'"(;a it;;ég‘gae:efél-o mil. 86| 107| 126 141| 164 | 175| 231| 242 | 247| 269| 280 29.0 |Depreciation ($mill) 300
(LT Int coverage: e Tot it coverage: 4.5%) 130| 162| 197| 198| 223| 218| 231 | 244| 277| 302| 280| 320 |NetProfit ($mil) 55.9
35% of Cap’l) | 37.8% | 36.8% | 36.3% | 35.0% | 35.4% | 35.7% | 35.9% | 35.1% | 35.0% | 32.0% | 34.0% | 36.0% (Income Tax Rate 36.0%

( p') ! !

Leases, Uncapitalized Annual rentals $8.3 mill. 57% | 6.0% | 63% | 54% | 55% | 49% | 50% | 49% | 50% | 50% | 44% | 4.6% |NetProfit Margin 6.4%
No Defined Benefit Pension Plan d222 | d185 6| di65| d225 | d48 | d3L.7 | d225 | d135| d39.1| d60.0 | d80.0 [Working Cap'l ($mill) d90.0
Efodmsr;%cnksl\:grc]ﬁ 28.128.736 shs 36.0| 346| 312| 272| 401| 297 | 1730 | 161.3 | 15017 | 1539 | 155| 155 |Long-Term Debt ($mill) 155
a5 of 811/06 e ' 578 | 930 | 1154 | 1355 | 1521 | 1658 | 1671 | 1886 | 2194 | 2530 | 280 | 315 |Shr. Equity ($mill) 450

15.6% | 14.1% | 14.2% | 12.8% | 12.1% | 11.7% | 7.1% | 85% 91% | 89% | 7.5% | 8.0% |Returnon Total Cap'l 10.0%
n 22.5% | 17.4% | 17.1% | 14.6% | 14.7% | 13.1% | 13.8% | 12.9% | 12.6% | 11.9% | 10.0% | 10.0% |Return on Shr. Equity 12.5%

MARKET CAP: $450 million (Small Cap) 22.5% | 17.4% | 17.1% | 14.6% | 14.7% | 13.1% | 13.8% | 12.9% | 12.6% | 11.9% | 10.0% | 10.0% |Retained to Com Eq 12.5%
CUR$I$\4I|ELI\|{T POSITION 2004 2005  7/5/06 -- -- -- -- -- -- -- -- -- - Nil Nil |All Div'ds to Net Prof Nil
Cash_Aséets 25.6 31 3.8 | BUSINESS: The Steak n Shake Company (formerly Consolidated Discontinued specialty restaurants in '00. '05 deprec. rate, 4.3%.
Receivables 41 2.6 5.4 | Products) operates 428 low-priced casual dining restaurants (in- Has about 21,500 employees, 13,500 shrhiders. of record. Of-
Ion%eenrtory (FIFO) gg 8‘91 g% cluding 49 franchised) in 20 midwest and SE states (12/05). Units ficers/directors own 6.8% of common stock (12/05 Proxy). Chair-
Current Assets 45'4 21'0 25.8 average about 3,800 square feet, and typically are open 24 hours a man: Alan B. Gilman. Pres./CEO: Peter Dunn. Inc.: IN. Addr.: 500
Accts Payable 18.6 21'3 24'4 day, seven days a week. Traditional limited menu including steak- Century Bldg., 36 South Pennsylvania Street, Indianapolis, IN
Debt Dué 10.5 78 8.0 | burgers, chicken, fries, and shakes (average dinner check is $6.87).  46204. Tel.: 317-633-4100. Internet: www.steaknshake.com.
8g;ferntLiab ég'g 28'8 g?g Business conditions in the coming lion, and 8%, to $690 million, this fiscal

_ - — . quarters may continue to be difficult year and next, respectively.

AfN;\‘UAL RAEES 1535‘ 5P$St ES: ‘105’,31'105 for Steak n Shake. The full-service chain Attempts to lower employee turnover
ochange fpersh)  10yrs, - 2yis, 08I | is generally considered to operate within are paying off. An effort to improve
“Cash Flow” 105% 10.0%  7.5% the casual dining segment. But, since morale and the level of proficiency among
E.ﬁf.'&'ngs 95%  7.0% 12-0’1"/51 lunch and dinner checks average some- field leaders has led to a decline in the

BoakValue 210% 120% 120% | Where between $6-$7, it competes on price turnover rate of 129%, versus 220% a few

Fiscal T Fal with the fastfood chains. As such, the cus- years ago. This puts the chain below the

Your DQUQRTﬁLYgEVENUEg($"S"'”-)P Fetal| tomer base can be characterized as more industry average of 143%. We think that

Ends |DEC.Er Mar.rer Jun.rer Sep.rer| vear | price sensitive. As high gas prices and in- the improvement here will generally boost

2003 1025 1502 1217 1261 | 5005 | terest rates become increasingly bur- the customer experience and drive guest

%ggg ggg iggg ﬁgg ﬂg? gggg densome, diners will probably further counts higher, notwithstanding the afore-

2006 | 1387 1977 1504 1532 | 640 entrench themselves and opt to more often mentioned near-term negatives. Training

2007 |145 210 165 170 690 eat at home. We would therefore recom- expenses, too, stand to decline as a result.

Focal EARNINGS PER SHARE A B ol mend investors avoid committing here, or Margins will likely remain squeezed

Year (5. per Mar Per Jun.Per Sep.Per| hiscal| @ny restaurant stock for that matter, for for now. In addition to a slowing top line

Ends . Terun. p. Year | now. SNS shares are ranked to underper- in the coming months, the company con-

%002 g -%5 %g %g 1-90 form the broader market over the next six tinues to make investments in order to

2885 18 '351) % 21 183 to 12 months. support the accelerated expansion plan.

2006 17 20 26 57 1 100 The company is on track to open more Reduced food expenses ought to partially

' ' ' ' ' locations than last year. Management offset these negatives. We look for share

2007 17 31 .29 .33 1.10 . i - . Pl

UARTERLY DIVIDENDS PAD launched five stores in the third quarter, net to rise by 10%, to $1.10, in fiscal 2007.
gg"r y Q31 J0n30 Sen30. Dec.3l 5””r 25% over the number opened in the year- Steak n Shake shares are untimely.

endar i Mar.s Jun.sV -ep.s0 Dec. €&’ ago period. We look for 32 restaurants in Although the profit outlook over the next 3

2002 total — 26 company-owned and six fran- to 5 years is generally strong, we think in-

%ggi Nocé*ESIHD'F\,//'\?gNDS chises—to be added in fiscal 2006 (year vestors should wait until conditions within

2005 G ends September 27th). All told, revenues the restaurant industry improve.

2006 should rise by a modest 5%, to $640 mil- Warren Thorpe September 8, 2006
(A) Fiscal years end last Wed. in Sept. 2nd fis- | through fiscal '97, diluted after. '99 restated to | annual egs. due to changes in ofs shares. Next | Company’s Financial Strength B++
cal quarter is 16 wks., others are 12 wks. Revs. | reflect 6¢ in preopen. costs. '99 excl. one-time | egs. due late Sept. (C) In mill., adj. for stock | Stock’s Price Stability 65
incl. franchise fees and other inc. '00 restated | charges of 10¢. Excl. nonrec. losses from dis- | divids./splits. (D) Restated to reflect change in | Price Growth Persistence 60
to reflect Q4 divestature. (B) Primary egs. | cont. oper.: '00, 8¢. Qrtrly total may not equal | lease acctg. '02 egs lowered by 3¢. Earnings Predictability 100
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0 TSNS U oA o 111111 W 61111 1 O P o T ] 3y @S 523 [
HUs(000) 30580 31825 32325 T P ERYRL L LAV ST L Syr. 426  59.2
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
10.14 | 1116 1151 | 1159 | 1058 | 10.02 9.02 | 1090 | 11.63 | 1283 | 13.18 | 12.64 | 1350 | 13.98 | 1555 | 16.11 | 19.70 | 20.85 |Sales persh A 25.70
118 1.36 154 132 57 25 25 63 67 .86 .90 .85 1.01 .99 1.07 1.03 1.30 1.60 |“Cash Flow” per sh 2.15
1.06 128 1.42 1.19 40 .03 .05 40 46 .61 .58 .50 .58 .64 .66 .66 .85 1.10 |Earnings per sh AB 1.50
.20 .26 31 .35 .38 34 20 20 20 .20 .20 .20 .20 .20 .20 23 24 .24 |Div'ds Decl'd per sh C= 40
.05 .07 .07 .68 A7 45 16 .30 37 45 .52 .25 31 A7 .20 .25 .25 .30 |Cap'l Spending per sh 40
357 4.67 533 6.02 591 5.40 5.26 5.12 5.28 5.61 6.00 6.26 6.42 6.81 6.88 7.31 8.05 8.60 |Book Value per sh D 10.85
50.86 | 51.48| 50.91| 50.28 | 49.52 | 4953 | 4968 | 47.32 | 46.38 | 44.63 | 4159 | 41.86 | 39.44 | 39.34 | 3591 | 3650 | 36.00 | 36.00 |Common Shs Outst'g E | 35.00
117 16.9 16.4 147 370 NMF| NMF 321 255 153 10.7 15.2 132 14.6 16.3 19.3 | Bold figyres are |Avg Ann’l P/E Ratio 135
87 1.08 99 87 243 | NMF| NMF 185 1.33 87 .70 .78 72 83 .86 1.02 ValuejLine Relative P/E Ratio .90
16% | 12%| 1.3% | 20% | 26% | 3.0%| 24% | 16% | 17% | 21% | 3.2% | 26% | 26% | 21% | 19% | 18% | ="' |AvgAnn'lDivd Yield 2.0%
CAPITAL STRUCTURE as of 6/2/06 4483 | 5157 | 539.4 | 5727 | 5483 | 529.1 | 5324 | 550.1 | 5583 | 588.2 710 750 |Sales ($mill) A 900
Total Debt $95.0 million Due in 5 Yrs $60.0 million | 2506 | 7.9% | 8.1% | 94% | 9.2% | 83% | 95% | 95% | 95% | 86% | 9.3% | 9.5% |Operating Margin 10.0%
?Jo?a??ﬁtﬁfi?c".?'v'!?;‘ . 1L1T z”x‘;efes(‘l%ﬁ/-oo'p'c”é ) 97| 98| 94| 101| 123| 143 | 156| 135| 126| 131| 145| 150 |Depreciation (mill) 180
Leases, Uncapitalized Annual rentals $10.7 il 25| 198| 217| 284 | 252| 212 241 255| 257 246| 320 410 |Net Profit ($mill) 55.0
17.4% | 38.0% | 36.8% | 38.1% | 37.2% | 29.1% | 31.9% | 36.7% | 37.3% | 35.4% | 32.0% | 38.0% (Income Tax Rate 38.0%
Pension Assets-12/05 $55.1 mill.Oblig.$71.4 mill. 6% | 38% | 40% | 50% | 46% | 40% | 45% | 46% | 46% | 42% | 45% | 5.5% |Net Profit Margin 6.1%
Pfd Stock None 2016 | 1763 | 1735 | 1665 | 1581 | 1853 | 184.0 | 2061 | 1975 | 1797 | 215| 230 |Working Cap'l ($mill 300
.- -- -- -- - - .- .- --| 60.0| 400 30.0 |Long-Term Debt ($mill) Nil
Common arock 36,721,456 shs. 2615 | 2420 | 2447 | 2505 | 2496 | 2622 | 2530 | 267.7 | 2469 | 2667 | 200 | 310 |Shr. Equity (Smil) 380
(Options Exerciseable 7.2) 10% | 82% | 8.9% | 11.4% | 10.1% | 81% | 9.5% | 9.5% | 10.4% | 7.6% | 10.5% | 12.5% |Return on Total Cap'l 14.5%
MARKET CAP: $450 million (Small Cap) 10% | 82% | 8.9% | 114% | 10.1% | 81% | 95% | 9.5% | 104% | 9.2% | 11.0% | 13.0% |Return on Shr. Equity 14.5%
CURRENT POSITION 2004 2005  6/2/06 NMF | 41% | 50% | 7.6% | 66% | 49% | 62% | 6.6% | 7.3% | 6.2% | 80% | 10.5% |Retainedto Com Eq 10.5%
Cas(ﬁMAll_;_éLts 90.9 131 233 NMF | 49% | 43% 33% | 35% 39% | 35% 31% 30% 2% | 28% 22% |All Div'ds to Net Prof 21%
Receivables 47.7 63.4 96.1 | BUSINESS: Stride Rite Corp. is a leading marketer of high-quality ~ 9/05. The company operates 304 retail stores. Has about 2,800
g;’heenrtory (LIFO) %g 1‘112% 1%8}1 shoes (primarily for children), boating and recreational shoes employees, 3,500 shareholders. Royce owns 10.0%; Dimensional
Current Assets 255:2 256-9 271:9 (through its Spelrry Top-Sider line), and a major marketer anq im- Fund, 8.0%. Wellington, 6.0%; _Barington 5.6%. Off/dir., 8._5% (3/06
Accts Payable 200 242 281 | porter of athletlc_and casual footwear for adults and children Proxy). Chrmn & CEO: David Chamberlain. Pres: Richard T.
Debt Due o .| through its Keds line. The company develops, produces and sells  Thornton. Inc.: MA. Addr.: 191 Spring Street, P.O. Box 9191, Lexi-
Other 37.7 488 39.7 | footwear under license from Tommy Hilfiger. Acquired Saucony ngton, MA 02173. Tel.: 617-824-6000. Internet: www.striderite.com.
Current Liab. St 730 812 siride Rite’s fiscal 2006 (ends Decem- ing lower second-half reorders and higher
ANNUAL RATES  Past Past Estd’'03-'05| ber 1) earnings outlook remains up- markdowns. That could lead to another
ochange (persh) 105, - sys 0 @I | beat, even after deducting stock option ex- low double-digit sales decline in the final
“Cash Flow” 35%  5.0% 13.0% penses, on top of integration and inventory six months. However, the repositioning of
Earnings 20% 35% 150% | adjustment costs for the Saucony acquisi- the brand from value channels to the
gg’(‘)dke\’/‘glie S 9% 3% | tion. These items might total about $0.13 higher-priced mid-tier market and to
- - = . a share. Sales results continue mixed with specialty retailers, such as the Finish Line
Recal |  QUARTERLY SALES($mill)~ | Full | children’s, Sperry Top-Sider, and interna- and Journeys, will likely pay off next year.
Ends_|Feb.Per May Per Aug.Per Nov.Per| 'vear | tional performing favorably. This pattern Marketing success is the key to Stride
2003 1523 1543 1397 1038 | 550.1 | will likely continue in fiscal 2007. Keds Rite’s longer-term prospects. The chil-
2004 11361 1650 1404 1168 | 5583 | and Tommy Hilfiger, though, are expected dren’s shoe unit aims to improve its posi-
2005 11506 159.7 1462 1317 | 58882 | t9 post more disappointing numbers tion through aspirational advertising
%ggg igg-“ %%-0 iggﬁ igg %g through the current yearend. ) (leading to higher prices), and adding new
- Tommy Hilfiger’s strategy is un- brands and distribution. Keds' strategy
Riscal |  EARNINGSPERSHAREASD | Full | tenown This licensed brand was recently also includes aspirational and internation-
Ends_|Feb.Per May Per Aug.Per Nov.Per| ‘vear | acquired by Apax Partners (which has not al targets, and more athletic products.
2003 | 2 28 16 d02 64| devised brand-positioning plans). The Saucony’s performance running shoes can
2004 1 .19 30 .16 01| 66| choice will likely be to go upscale. It ap- be taken down to the children’s market,
2005 22 32 2L d09 66 pears Tommy’s second-half sales decline while also expanded in department and
%gg? %g 4312 %é 8? 1?8 will be similar to its 41% first-half drop. national chain stores. Sperry Top-sider
. - : - . Ked’s marketing progress may not be can grow by building up its women’s and
Cal- | QUARTERLYDVIDENDSPAIDCs | Full | seen before fiscal 2007. The line has fall lines. Tommy's main need is to rebuild
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | heen hurt by weakness in the department its men’s business. All told, we think
2002 | .05 .05 .05 .05 20 | store, mid-tier, and value retailer markets. Stride Rite will achieve enough success in
2003 | 05 05 .05 .05 20| The softness resulted from a lack of fresh boosting its image and price points to en-
2004 105 .05 05 .05 20| styles for the mid-tier market, along with able its stock to moderately outleg most
2005 105 06 06 06 2| lower average selling prices. Additionally, equities over the 3- to 5-year haul.
2006 | .06 06 there’s excess product available, suggest- Jerome H. Kaplan August 11, 2006
(A) Fiscal year ends Friday closest to Nov. loss from disc. operations: '01, 3¢. Earnings =Div'd reinvestment plan available. (D) In- Company’s Financial Strength B++
30th. (B) Dil. egs. Next egs. report due late may not sum due to change in shares out- cludes intangibles. In '05, $115.3 mill. Stock’s Price Stability 60
Sep't. Excl. net nonrec. gain/(loss): '92, (22¢); | standing. (C) Dividend historically paid in mid- | $3.18/sh. (E) In millions. Price Growth Persistence 35
'93, (4¢); '95, (20¢); '98, (2¢); '99, (4¢). Excl. | March, June, Sepember, and December. Earnings Predictability 85
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To subscribe call 1-800-833-0046.




PGL WPD-6 (2)
Page 203 of 236

RECENT PIE Trailing: 131} | RELATIVE DIVD
SUNTRUST BANKSwrsesn 5" 76.65]f0 12.7Cam 5D 0.721% 34% il |
TMELNEss 3 masavzios | OV 24| P8 13D 60| 0608| G6| 53| N%| &4 a3 a3 &9 Target Price Range
SAFETY 2 Rased1211%2 | LEGENDS
—— 10.0 x Earnings p sh
TECHNICAL 3 Lowered 42806 | - Relaive Price Strengtn 160
_ 2-for-1 split 5/96 120
BETA 100 {100=Market Oﬂ(a)gngaerfea indicates recession 100
2009-11 PROJECTIONS ot BN N A N o i 30
Price  Gain Angéta?rt]al I'”II : !i!l it i LTI e £ Ih'"'"“::l'_l: SO FP S bl b 60
High 95 (+25%; 9% T e 50
Low 70 (-10%) 2% aE r.ul - _ 40
Insider Decisions "°°°°°""':T:I"' bt L 2RO .o 30
ONDJIFMAMI|[ g R R T S .
0By 000000010 R 20
Optons 0 2 0166 021
Sl 030000320 % TOT. RETURN 7106 22
Institutional Decisions THIS  VLARITH.
302005 4Q005  1Q2006 STOCK  INDEX
0By am o i | Dot 6 : -+ e e 9 F
to Sel 219 215 230 | traded 2 ol TR i [T [ | 3yr. 416 523 [
Hid's(000) 103863 195063 194913 | TFevereTl A R RN 111 I I Sy 315 592
19901991 (1992|1993 | 1994 | 1995 [ 1996 | 1997 | 1998 [ 1999 [ 2000 [2001 [2002 [2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
1.38 1.45 1.64 1.89 219 247 2.76 313 3.08 354 4.35 471 471 479 5.25 548 6.05 6.50 |Earnings per sh AE 8.40
43 A7 52 .58 .66 74 83 93 1.00 1.38 148 1.60 1.72 1.80 2.00 2.20 2.44 2.64 |Div'ds Decl'd per sh B = 3.20
9.09 996 | 1083 | 1474 | 1493 | 1886| 22.66 | 2459 | 2547 | 2473 | 2781 | 2897 | 31.04 | 3452 | 4430 | 46.65| 48.70 | 50.55 Book Value per sh € 61.30
253.57 | 255.65 | 249.72 | 244.94 | 231.36 | 226.39 | 215.33 | 211.41 | 321.12 | 308.35 | 296.27 | 288.60 | 282.50 | 281.92 | 360.84 | 361.98 | 365.50 | 368.00 |Common Shs Outst'g D | 385.00
76 10.6 12.0 119 10.9 12.0 14.2 18.9 235 193 121 135 134 12.7 131 13.2 | Bold figyres are |Avg Ann’l P/E Ratio 10.0
.56 .68 73 .70 71 80 89 1.09 1.22 1.10 .79 .69 73 72 69 g1 Value|Line Relative P/E Ratio .65
42% | 31%| 26% | 26% | 28% | 25% | 2.1% | L16% | 14% | 2.0% | 2.8% | 25% | 27% | 3.0% | 29% | 3.0% | US| Ayg Ann'l Divid Yield 3.9%
CAPITAL STRUCTURE as of 6/30/06 52468 | 57983 | 93170 | 95390 | 103496 |104741 |117323 |125393 | 158870 | 179713 | 195000 | 212000 |Total Assets ($mill) 274000
LT Debt $18222.2 mill. LT Interest $1150.0 mill. 34071 | 38658 | 64145 | 65132 | 71365 | 68092 | 72238 | 79790 |100376 | 113527 | 125000 | 138000 |Loans ($mill) 178500
1784.2 | 1894.4 | 2929.1 | 31455 | 3108.4 | 3252.6 | 3243.7 | 3320.3 | 3685.2 | 4579.0 | 5150 | 5600 |Net Interest Inc ($mill) 7300
Pension Assets-12/05 $1870.3 mill 1159 | 1170 | 2146 | 1704 | 1340 | 2752 | 469.8 | 3136 | 1355 | 176.9 205 240 |Loan Loss Prov'n ($mill) 450
Oblig. $1737.3 il 8180 | 9342 | 17162 | 1660.0 | 17736 | 21558 | 23917 | 23030 | 26044 | 31550 | 3600 | 4050 |Noninterestinc (Smill) | 5500
1583.1 | 1685.6 | 2932.4 | 2939.4 | 2828.5 | 31135 | 3342.3 | 3400.6 | 3897.0 | 4718.6 | 5340 | 5950 [Noninterest Exp ($mill) 7500
616.6 | 667.3 | 971.0 | 1124.0 | 1294.1 | 1369.2 | 1331.8 | 1332.3 | 1572.9 | 1967.9 | 2210 | 2390 |Net Profit ($mill) 3250
Pfd Stock None 3L.7% | 35.0% | 35.2% | 33.7% | 32.6% | 32.2% | 27.0% | 30.2% | 30.3% | 30.7% | 31.0% | 31.0% |Income Tax Rate 33.0%
1.18% | 1.15% | 1.04% | 1.18% | 1.25% | 1.31% | 1.14% | 1.06% 99% | 1.10% | 1.15% | 1.15% [Return on Total Assets | 1.20%
Common Stock 364,129,209 shs. 1565.3 | 31718 | 4757.9 | 4967.3 | 7895.4 | 11011 | 10230 | 16314 | 22127 | 20779 | 19000 | 19500 [Long-Term Deb (Smill) | 23500
4880.0 | 5199.4 | 8178.6 | 7626.9 | 8239.2 | 8359.6 | 8769.5 | 9731.2 | 15987 | 16887 | 17800 | 18600 |Shr. Equity ($mill) 23600
93% | 9.0% | 88% | 80% | 80% | 80% | 75% | 7.8% | 10.1% | 9.4% | 9.0% | 9.0% |Shr.Eq.to Total Assets 8.5%
MARKET CAP: $27.9 billion (Large Cap) 64.9% | 66.7% | 68.8% | 68.3% | 69.0% | 65.0% | 61.6% | 63.6% | 63.2% | 63.2% | 64.0% | 65.0% |Loans to Tot Assets 65.0%
ASSETS ($Mill) 2004 2005 6/30/06 | 12.6% | 12.8% | 11.9% [ 14.7% | 15.7% | 16.4% [ 152% | 13.7% | 9.8% | 11.7% | 12.5% | 13.0% |Return on Shr. Equity | 14.0%
Loans . i 100376 113527 119181 |""5w | 91% | 76% | 9.0% | 103% | 108% | 96% | 85% | 61% | 69% | 7.5% | 7.5% |Retained to Com Eq 8.5%
Securities 31125 29337 29165 30% 29% 36% | 39% 34% | 34% 3% | 38% 38% | 40% | 40% | 41% |All Div'ds to Net Prof 38%
8{ﬂ§{ Earning 257%? 35%% 318391 BUSINESS: SunTrust Banks is one of the largest bank holding 29%; consumer loans, 12%. As of 12/31/05 net charge-offs to aver-
LIABILITIES ($Mill) companies in the Southeast. It was created by the merger of Trust age loans, .18%; allowance to year-end loans, .90%; nonperform-
Deposits 92110 97572 99042 | Corp. of Georgia and Sun Banks on 7/1/85. Acquired National ing assets to total loans, .30%. Officers and directors own 1.5% of
Funds Borrowed 11405 12312 13125 | Commerce Financial, 10/04; Lighthouse Financial, 6/03; Huntington ~ common shares (3/06 proxy). CEO: L. Phillip Humann. In-
g%?QEE%r@ Debt %éég; %g;gg %5731215121 Bancshares' Florida banking franchise, 2/02; and others. As of corporated: GA. Address: 25 Park Place N.E., Atlanta, Georgia
Other 17241 32163 33330 12/31/05, real estate loans were 59% of total loans; commercial, 30303. Telephone: 404-588-7711. Internet: www.suntrust.com.
Total 158870 179713 181143 | SunTrust Banks continues to perform line to advance another 7%, to $6.50 a
Loan Loss Resrv. 1050 1028 1062 | well, overall. Loan growth is being driven share, next year.
ANNUAL RATES  Past Past Est'd'03-05| by expansion in the real estate category, The bank holds promising 3- to 5-year
fggagge(PefSh) 10;“%0/ 5gf8-0/ ‘059%0}1 with the construction and residential prospects, as well. It has a solid position
Earnings 90% 70% 85w | mortgages segments posting the biggest in a host of markets across the Southeast,
Dividends 115% 9.0% 80% | gains thus far in 2006. And noninterest in- one of the fastest-developing regions in the
.Er‘gfa'i/\_\/gélé?s 18%0 1g-8§j° ;ggy come has been boosted nicely by a strong United States. Furthermore, manage-
~>% SR ~? | rise in mortgage-related income and card ment's strict lending practices kept credit
cal- LOANS (§ mill) fees, plus healthy increases in trading ac- losses fairly under control in the past, and
endar |Mar31 Jun.30 Sep.30 Dec.3l count profits, commissions, and invest- it appears that this trend will persist.
2003 | 72919 74321 77847 79790 ment banking fees. Meanwhile, credit Other strengths include a highly skilled
2004 | 78270 81597 83725 100376 quality remains solid, given that charge- sales force and continual product enhance-
2005 1103737108558 111381 113527 offs and nonperforming loans have been ments. In the present corporate configura-
2006 (117091119181 122000 125000 manageable. tion, annual share earnings advances may
2007_|129000132000 135000 138000 But the net interest margin is being be in the upper-single-digit range over the
cal- EARNINGS PER SHARE A Full | constrained by a couple of factors af- 2009-2011 horizon.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | fecting all lenders. For one thing, there Income-oriented accounts may find
2003 | 118 119 119 123 | 479| has been a shift in the deposit mix the dividend yield, and the potential
2004 | 129 139 131 127 | 525| towards higher-cost products, like certifi- for more increases in the payout,
2005 | 134 130 141 143 | 548 cates of deposit, spurred by the more com- moderately appealing. These shares
%88? %‘5"2 %gi %gé %gg ggg petitive yield environment. Furthermore, a also boast a 2 (Above Average) rank for
: - - - ~~ | flattening yield curve has hurt the spread Safety and an excellent Price Stability
Cal- | QUARTERLYDIVIDENDSPAID«=® | Full | between incremental earning asset growth rating.
endar |Mar31 Jun30 Sep.30 Dec3l| Year | and the cost of funding the growth. But SunTrust stock is not a standout
2002 | 43 43 43 43 172| Nonetheless, we think 2006 share net for relative price action in the year
2003 | 45 45 45 A4S 180 | will advance roughly 10%, to $6.05. A ahead or over the 3- to 5-year
2004 150 50 .50 .80 | 2001 continuation of generally favorable busi- timeframe.
%882 gi gi gi 95 220| ness conditions should enable the bottom Frederick L. Harris, 111 August 25, 2006

(A) Primary earnings through '96; Basic there- | Oct.
after. Excludes nonrecurring gains: '99, 64¢;
'01, 2¢; '05, 5¢. Quarters for '04 don't add to
total due to rounding. Next egs. report due late
© 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 the middle of | per share. (D) In millions, adj. for stock split
March, June, Sept., Dec.
= Divid reinvestment plan available.

C) Incl. intangibles: '05: $7,958.1 mill. or 2¢ | Company’s Financial Strength B++

Stock’s Price Stability 95
and dividend. (E) Excludes SEC adj. to in-| Price Growth Persistence 55
crease earnings: ‘94, 7¢; '95, 9¢; '96, 11¢. Earnings Predictability 95
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RECENT
PRICE

PIE Trailing: 16.4
RATIO 14.8 (Median: 20

45.78

RELATIVE
PIERATIO

DIVD
YLD

0.86

-

TIMELINESS 3 Lowered
SAFETY

TECHNICAL 3 Lowered
BETA 105 (1.00 = Market)

3 New7r27190

1/16/04

High:
Low:

6.7
5.3

10.2
5.8

185| 27.1
9.0 157

38.5
25.0

39.2| 417 | 46.2| 418
216 | 26.0| 249| 256

8/4/06

Price  Gain
High 105 (+130%
Low 70 (+55%

2009-11 PROJECTIONS
Ann’l Total

LEGENDS
—— 11.0 x "Cash Flow" p
- Relative Price Strength

3f0r1 split  7/96
2-for-1 split  5/98
2-for-1 split  7/00
Options: Yes

haded area indicates recession

sh

54.1
36.6

60.0
45.6

55.9

e Target Price Range

2009 | 2010 (2011
200

160

100

80

Return
24%

12%

60
50

Insider Decisions
ONDJ
to Buy
Options

S
0
0
to Sell 0

F
00000
10000
10000

;d"_llllll.
40

T g

30

NNO >
cor =

20

3Q2005
354

4Q2005
383
428
717561

to Buy
to Sell 419
Hld's(000) 721370

Institutional Decision

wldpwo =

1Q2006
369
445
747917

Percent
shares
traded

15

A

] ,I“I!:

% TOT. RETURN 7/06

THIS VL ARITH.
STOCK INDEX

10

1y, -21.3 3.0

5

3yr. 224 523

5yr. 22.8 59.2

1990 | 1991 | 1992

1993

1994

!
1995

=

]
I
1997

1998 2001 2003

2007 | ©VALUELINEPUB,, INC. | 09-11

1728 | 1885 20.93

199 225| 259

2241

2.94

2411
110
46
14
3.34

31.39
1.65
82
17
A1

34.70
1.95
1.02

18
5.71

44,07
2.76
1.56

22
8.68

52.82
347
2.01

.26

12.14

2.46
1.38
21

7.26 10. 38

106.30
8.05
5.25

70
30.75

76.95
5.65
3.55

48

21.10

Revenues per sh A
“Cash Flow"per sh
Earnings per sh B
Div'ds Decl'd per sh Ca
14 63 Book Value per sh

16 25 18 60

852.74 | 854.82 | 856.61

858.30

860.28

863.58

868.82 | 875.67 | 883.62 | 911.68 | 897.76 | 905.16 | 909.80 | 911.81

890.64 | 874.08 | 860.00 | 854.00 |Common Shs Outst'g O | 846.00

115
85
2.2%

18.6
119
2.1%

142
86
2.2%

14.9
88
2.3%

13.
91
2.2%

9| 186
124

2.4%

233
119
6%

200
1.09
1%

18.0
1.03
1%

141
88
1.9%

171
.99
1.2%

22.2
115
8%

255
1.45
6%

22.2
144
1%

22.2
117
1%

19.6
1.05
1%

17.0
115
8%

Bold fig
Value|
estim

res are
Line
ates

Avg Ann'l P/E Ratio
Relative P/E Ratio
Avg Ann'l Div'd Yield

Total Debt $9850 mill.
LT Debt $8596 mill.

Pfd Stock None

Common Stock 863,404,

No Defined Benefit Pension Plan

000 shs.

CAPITAL STRUCTURE as of 4/29/06
Due in 5 Yrs $6500 mill.
LT Interest $480 mill.
Incl. $100 mill. capitalized leases.
(Total interest coverage: 8.3x)

(39% of Capl)

Leases, Uncapitalized Annual rentals $163 mill.

MARKET CAP: $39.5 billion (Large Cap)

39888
3L7%
9.6%
1381

43917
33.4%
10.2%

1475

48163
34.0%
10.0%

1553

25371
26.6%
9.7%
1101

27487
31.1%
8.9%
1130

30662
31.2%
8.9%
1182

33702
3L7%
9.4%
1243

36903
31.5%
9.3%
1307

46839
32.9%
10.4%

1308

52620
34.5%
10.9%

1397

59100
34.5%
10.9%

1505

65700
34.0%
11.0%

1620

89500
34.7%
11.2%

1975

Revenues ($mill) A
Gross Margin
Operating Margin
Number of Stores

555.0
39.5%

775.0
39.5%

962.0
38.2%

1185.0
38.8%

1264.0
38.4%

1419.0
37.8%

1654.0
38.2%

1841.0
37.8%

4450
38.0%

1885
37.8%

2408
37.6%

2705
37.5%

3065
38.0%

Net Profit ($mill)
Income Tax Rate

2.2% | 28% | 3.1% | 35% | 3.4% | 3.6% | 3.8% | 3.8%

4.0% | 46% | 4.6% | 4.7% |Net Profit Margin 5.0%

1329.0
4808.0
3840.0

1005.0
4425.0
4490.0

948.0
4452.0
5335.0

633.0
4521.0
5862.0

1003.0
5634.0
6519.0

2594.0
8088.0
7860.0

4412.0
10186
9443.0

4614.0
10217
11065

6000
10200
26000

5702
9034
13029

4817
9119
14205

4700
8800
16000

5000
9000
18000

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

10.4%
18.1%

9.9%
17.5%

10.0%
16.6%

9.0%
14.5%

10.9%
17.3%

11.8%
18.0%

13.1%
20.2%

12.0%
19.4%

13.0%
17.0%

9.8%
14.5%

11.4%
17.0%

12.0%
17.0%

12.5%
17.0%

Return on Total Cap'l
Return on Shr. Equity

CURRENT POSITION
(SMILL)

Cash Assets
Receivables
Inventory (LIFO)
Other

2004

2005

1648
5666
5838
1253

4/29/06
989

Current Assets 1

Accts Payable
Debt Due
Other

3922
5779

504
1937

14405
6268

753

2567

Current Liab.

8220

9588

11.4% | 14.6% | 15.5% | 16.9% | 16.5% | 15.5% | 15.2% | 14.5%
28% | 21% | 19% | 16% | 15% | 14% | 13% | 13%

12.4% | 14.8% | 14.5% | 14.5% |Retained to Com Eq 15.0%
14% | 13% | 14% | 14% |All Div'ds to Net Prof 13%

BUSINESS: Target Corp.’s operations as of 1/28/06 consist of
1,397 discount stores, mostly in California (14%), Texas (9%), Flor-
ida (7%), and the upper Middle West. Includes 158 SuperTargets,
which avg. 177,000 sg. ft. and carry groceries. Sold Marshall Field's
department stores (5% of '03 sales) on 7/31/04 and Mervyn’s soft
goods stores (8% of sales) on 8/28/04. Retail space at 1/28/06: 178

million square feet; sales per square foot in '05: $299. Credit opera-
tions accounted for 2.6% of revenues and 16.7% of oper. profits.
About 338,000 employees at 1/29/06. Off./dir. own and have ex-
ercisable options for 1.6% of common (4/06 Proxy). Chairman &
CEO: Robert J. Ulrich. Inc.: MN. Addr.: 1000 Nicollet Mall, Min-
neapolis, MN 55403. Tel.: 612-370-6948. Internet: targetcorp.com.

ANNUAL RATES Past
of change (persh) 10 Yrs
Sales
“Cash Flow”
Earnings
Dividends
Book Value

8.5%
13.0%
16.5%

7.0%
15.5%

Past Est'd '03-'05
5Yrs.

12.0

8.5%

%

13.5%
8.0%
17.0%

t0'09-'11
11.5%
13.5%
15.0%
14.5%
13.5%

Fiscal
Year
Begins

QUARTERLY REVENUES (§ mill.) A
Apr.Per Jul.Per Oct.Per Jan.Per

Full
Fiscal
Year

2003
2004
2005
2006
2007

10322 10984 11286 15571
10180 10556 10909 15194
11477 11990 12206 16947
12863 13650 13850 18737
14350 15000 15275 21075

48163
46839
52620
59100
65700

Fiscal
Year
Begins

EARNINGS PER SHARE A8
Apr.Per Jul.Per Oct.Per Jan.Per

Full
Fiscal
Year

2003
2004
2005
2006
2007

.38
43
.55
63
72

.39
.39
61
.69
.79

.33
.36
49
57
.65

91
.89
1.06
121
1.39

2.01
2.07
2.71
3.10
355

Cal-
endar

QUARTERLY DIVIDENDS PAID= ©
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2002
2003
2004
2005
2006

.06
.06
07
.08
10

.06
.06
07
10

.06
07
.08
10

.06
07
.08
10

24
.26
.30
.38

We expect Target's same-store sales
increases to remain relatively strong
through fiscal 2007 (begins February 4,
2007). This metric was up 4.9% in the first
half of this year, following somewhat high-
er advances in fiscal 2004 and 2005, while
Wal-Mart's U.S. comp-store increases have
generally been about two percentage
points lower than Target's since fiscal
2003. The upscale discounter is benefiting
from merchandise revisions, including in-
creased selling space allocated to electron-
ics and several niche segments, such as
pet supplies. Moreover, in recent years,
sales of its numerous designer-label pri-
vate brands have been robust, which has
also helped enhance the gross margin.

Supercenters account for one-third of
the company’s planned selling space
expansion of 8% this year. These
facilities, which have 176,000 square feet
on average, began to roll out in 2000; they
accounted for 16% of selling space at Janu-
ary, 2006. Management plans to open
more than 100 units this year, and its
store-count goal is about 2,000 by 2010.
This suggests the maintenance of the

percentage-expansion rate through then.

Target's board of directors increased
the stock-repurchase authorization to
$5.0 billion from $2.0 billion. The latter
was initiated coincident with the sale of
Marshall Fields and Mervyns, for $4.1 bil-
lion in mid-2004. As of April, 2006, Target
had repurchased 58 million shares for $2.8
billion. Management expects to fulfill the
remaining $2.2 billion repurchase author-
ization by the close of 2008.

The credit card operation ought to ac-
count for an increasing percentage of
operating profits over the coming 3 to
5 years. The expansion of the retailer’s
customer base, along with ongoing operat-
ing efficiencies, related to the five-year-old
Target Visa card, resulted in a 33% profit
gain for this business in fiscal 2005 and a
jump of over 60%, year to year, in fiscal
2006's first quarter.

Earnings may well advance almost
15% per annum through 2009-2011.
Moreover, we think the stock’s P/E ratio
will gradually improve from the current
depressed level. Accordingly, these shares
offer attractive 3- to 5-year appreciation
potential.

David R. Cohen August 11, 2006

(A) Fiscal year ends Sat. nearest Jan. 31 of fol-
lowing cal. year. Revenues include credit card

charges.

(B) Based on diluted shares beginning '91. Ex-
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cludes net nonrecur. gain (losses): '90, 1¢; '96, | June, September, and December. = Div'd. rein-
(20¢); 97, (3¢); '98, (3¢); '99, (1¢); '01
Next earnings report due late May.

(C) Dividends historically paid in early March,

, (6¢). | vest. plan available.

(D) In mill., adjusted for splits.

Company’s Financial Strength A
Stock’s Price Stability 70
Price Growth Persistence 95
Earnings Predictability 95
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TECHNICAL 3 Raised82sio6 |- Relaive Price Strengtn 160
_ 2-for-1 split 11/97 120
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Institutional Decisions lnﬂ" . - * . THIS  VLARITH.
4Q005 102006 2Q2006 | percent 45 .|,1| T LSOOk oEX
Ry 92 M8 35| shares 30l E NI || T TSI P P B - sy 511 494 |
Hd's(00) 31514 32632 31375 i biitreestonnt st TR OO TERTTTOI T s v T Tt Sy 606 704
1990 | 1991|1992 | 1993 | 1994 | 1995 9 2000 {2001 {2002 |2003 | 2004 [ 2005 [ 2006 | 2007 | ©VALUELINEPUB., INC. | 09-11
.50 .61 .62 a7 1.08 1.27 1.44 1.61 177 2.26 2.51 2.78 315 354 392 4.62 5.15 5.70 | Sales per sh A 9.00
.04 .07 10 15 19 22 28 .35 46 g1 .95 1.10 123 1.26 147 187 2.08 2.30 |“Cash Flow" per sh 3.75
.03 .05 .05 12 14 18 22 28 .39 Al .63 a7 91 1.08 131 1.62 1.85 2.10 |Earnings per sh AB 350
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil |Div'ds Decl'd per sh Nil
.01 .03 .02 07 .04 04 17 11 .08 117 .78 .16 .54 37 .09 .30 12 .30 |Cap'l Spending per sh .25
15 .20 31 A48 .62 79 1.02 1.27 1.68 241 341 429 497 5.78 7.23 6.93 8.64 | 10.30 |Book Value per sh © 16.25
3163 | 31.92| 36.00| 3721 | 37.32| 3750 3799 | 37.75| 3810 | 40.27 | 4138 | 4143 | 4156 | 4091 | 41.16 | 3864 | 39.38 | 38.75 |Common Shs Outst'g O | 36.00
135 20.3 493 302 229 16.6 246 22.7 223 259 450 515 334 250 283 245 29.9 Avg Ann’l PJE Ratio 240
100| 130 299| 178| 150| 111| 154| 131| 116| 148| 293 | 264 | 18| 143 | 150| 131| 158 Relative P/E Ratio 145
.- .- .- - - .- .- .- - .- .- .- .- .- .- .- .- Avg An’l Div'd Yield Nil
CAPITAL STRUCTURE as of 6/30/06 54.6 60.9 67.3 909 | 1038 | 1154 | 1309 | 1450 | 1613 | 178.7 | 202.6 220 |Sales ($mill) A 315
Total Debt $13.4 mill.  Duein 5 Yrs $7.2 mil. 25.4% | 29.3% | 35.0% | 40.7% | 50.1% | 50.7% | 50.0% | 51.1% | 54.8% | 58.1% | 57.0% | 58.5% |Operating Margin 62.0%
LT Debt $12.2mill. LT Interest $.6 mill 19| 23| 23| 19| 127 127| 127] 64| 60| 61| 70| 80 |Depreciation ($mil) 100
(@hofCapl) | 86| 109| 152 167| 266| 328 | 385 | 454 | 545 661| 734| 80.0 |NetProfit (Smil) 125
Leases, Uncapitalized: Annual rentals $.8 mill. 31.4% | 32.0% | 32.3% | 36.0% | 32.6% | 31.3% | 30.3% | 34.7% | 35.2% | 33.8% | 34.0% | 34.0% |Income Tax Rate 34.0%
15.8% | 17.9% | 22.6% | 18.3% | 25.6% | 28.5% | 29.4% | 31.3% | 33.8% | 37.0% | 36.2% | 36.4% |Net Profit Margin 39.7%
No Defined Benefit Pension Plan 283 | 349 511 374 737 1083 | 1145 | 1387 | 1974 | 121.0| 13L9| 190 |Working Cap'l ($mill) 390
-- -- -- -- 189 18.1 17.1 15.9 146 134 122 11.0 [Long-Term Debt ($mill) 5.0
Commor srock 39,380,682 shares 39| 481| 638| 968 | 1411 1777 | 2065 | 2366 | 2074 2679 | 3404 | 400 |Shr. Equity (mil) 585
22.2% | 22.6% | 23.8% | 17.2% | 17.1% | 17.1% | 17.5% | 18.2% | 17.6% | 23.7% | 20.9% | 20.0% |Return on Total Cap'l 21.0%
MARKET CAP: $2.0 billion (Mid Cap) 22.2% | 22.6% | 23.8% | 17.2% | 18.8% | 18.5% | 18.6% | 19.2% | 18.3% | 24.7% | 21.6% | 20.0% |Return on Shr. Equity 21.5%
22.2% | 22.6% | 23.8% | 17.2% | 18.8% | 18.5% | 18.6% | 19.2% | 18.3% | 24.7% | 21.6% | 20.0% |Retained to Com Eq 21.5%
CUR$I$WI|ELI\ET POSITION 2004 2005  6/30/06 -- -- -- -- -- -- -- -- -- -- - Nil [All Div'ds to Net Prof Nil
Cash_Aséets 176.6 97.1 E108.8 | BUSINESS: Techne Corp. is a holding company. R&D Systems 5.5%. Acq'd Genzyme's R&D products, '98; European distributor,
ﬁﬁ%ﬁ%ab'e(%m) Zgg Z%g Zgg manufactures and sells more than 10,000 cytokines, enzymes, '94. Has 19.9% stake in ChemoCentryx (cytokine-related drugs).
Other ry 65 81 82 antibodies, and related biotech products (92% of '06 sales), used Has 577 employees. Off. & dir. own 8.2% of stock; other major
Current Assets 5109 1350 1498 | for research and clinical diagnostics. Hematology controls (8%) are ~ shareholders, 13.6% (9/05 proxy). Chairman & Pres.: T.E. Oland.
Accts Payable 27 27 3.6 used to calibrate blood analysis instruments. Int'l sales accounted Inc.: Minnesota. Address: 614 McKinley PI., N.E., Minneapolis, MN
Debt Due 1.3 1.2 1.2 | for 41% of '06 business; R&D, 9.3% of sales. 2006 deprec. rate: 55413. Tel.: 612-379-8854. Internet: www.techne-corp.com.
8Lhr$e:ntLiab. 13:2 12;3 ig:g Techne closed fiscal 2006 (on June near term, as the greatest benefit from
————1 30th) on a soft note, with share net ris- new entries historically has been in their
oAf'\é'#;QeLu?eﬁhE)s lg’@f; ;?F? ES{O",OS_‘,‘ﬁOG ing less than 5% in the final quarter. Ab- second through fourth years on the mar-
Sales 145% 13.0% 14.0% | sent a modest price hike in January and ket. We look for sales to increase about
“Cash Flow” 235% 17.0% 155% | contributions from last summer’s two 10%, in line with overall demand. Tight
Emj‘gﬁgs 250% 23.0% 17.0% | small acquisitions, sales grew just 3.8%. A control over selling and administrative
Book Value 265% 215% 165% | Work stoppage in Germany was largely to costs should help lift profits 12%-14%.
Fiscal QUARTERLY SALES (il A ol blame, as business in Europe fell by 3%. We remain upbeat over the long-range
Year | oo Decdl Mar3l Jun.3o| Fiscal The gross margin was hurt by inventory prospects. Research funding by the U.S.
Ends | €. . . un. Year | mark-ups related to the acquisitions, and government probably will grow more slow-
2003 | 346 333 377 394 11450 | the effective tax rate rose slightly. Techne Iy to decade’s end than it has over the past
gggg 288 222 fég fég i%;’ mitigated the impact of these factors by five to ten years. But the company has an
2006 | 477 480 548 521 |2026 limiting its operating costs. opportunity to expand into the related
2007 | 500 520 580 600 |20 | The company is taking measured field of clinical diagnostics—not by selling
Fiscal EARNINGS PER SHARE A B cur | steps. In fiscal 2006, completion of a lab the tests itself, but by supplying key mate-
Year | gon a0 Dec a1 Mar3l Jun.3o| Fiscal building was put on hold, and plans call rials required by test manufacturers. Last
Ends |9€p- - - . Year | for the remaining work to be spread evenly year’s acquisitions, which came with
%883 %g %g -go gg 1-g8 between this year and the next. In addi- clients in this area, should turn more prof-
zoog 3 36 '42 w7 %6% tion, R&D expenditures have been declin- itable with a change in the product mix.
2006 2 a4 s» 49 | 1s5| ing as a percentage of sales, from 11.1% And demand should rise in parallel with
2007 47 48 57 58| 210]| (excluding losses attributed to partially the adoption of personalized medicine.
cal QUARTERLY DIVIDENDS PAID Ful owned businesses) in 2004 to 9.3% recent- Patient investors may find this equity
enge;r Maral Jun30 Sep30 Dec3l Ygar ly. And while the downward trend is ex- of interest. The new clinical diagnostics
: : D. : pected to flatten out this year, fewer prod- niche provides an attractive opportunity to
2002 ucts will likely debut. Indeed, the product gain new and profitable business. But
%883 NO CASH(?'V'DENDS line probably will expand by 12%-13%, given the weak price trend of late, there’s
zoog BEING PAID versus 17%-18% in fiscal 2006. This no need to hurry into commitments here.
2006 shouldn’t impinge on sales growth in the Keith A. Markey, Ph.D. September 22, 2006

(A) Fiscal year ends on June 30th.

(B) Diluted earnings. Excl. nonrecur. gains | million, 81¢/share.
(losses): 90, 1¢; '91, 1¢; '01, 3¢; '02, (27¢);

(C) Includes intangibles: As of 6/30/06, $32.0 | (E) Excludes $94.8 million classified as long-

'04, (4¢). Next earnings report due early Nov.
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term investments.

(D) In millions, adjusted for stock splits.

Company’s Financial Strength A
Stock’s Price Stability 55
Price Growth Persistence 90
Earnings Predictability 95

To subscribe call 1-800-833-0046.






