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This year the state of Virginia celebrated the 400th
year anniversary of the founding of Jamestown. This
anniversary commemorated the establishment of the first
permanent English settlement in North America. One
has to wonder whether the founders of Jamestown had
any idea the fruits which would develop from the seeds
they planted in Virginia 400 years ago. The state
expands from the Atlantic Ocean to the Appalachian
Mountains and has become the crossroads for east coast
commerce and business. In fact, Virginia has
established a pro-business environment, coupled with
pleasant living conditions, causing many corporations to
establish either headquarters, or operating facilities
throughout the state. Some of these publicly traded
corporations represent a wide variety of industries,
ranging from manufacturing, agricultural, food,
technology, insurance, media, packaging, electric utility,
telecommunications, financia, medical, retail, and
transportation. Publicly traded companies operating in
Virginiaoffer a wide array of stocksfor investors to
choose from seeking appreciation potential for their
investment portfolio. Anderson & Strudwick, during the
past year, has focused our research coverage on Virginia
based stocks and to this end we unveiled our Virginia
Quarterly Stock Report this past April. The purpose is
to give investors quarterly financial updates on
companies followed by our firm. Our goa isto
increase our coverage list going into 2007-2008.

Virginias transportation system and geographic
features have made the state business friendly for many
companies. According to the Virginia Economic

Development Partnership (VEDP), the highway system
features 70,000 miles of primary, secondary, and
interstate roads (1-95, 1-85, 1-81, 1-77, 1-66, & 1-64) and
3,600 miles of railway.

There are 14 commercial airports in the state with the
two busiest being Washington Dulles International and
Ronald Reagan Washington National. The Hampton
Roads area, features one of the largest intermodal
networks, handling 1.98 million TEUs (twenty foot
equivalent units), and moving over 244,000 rail
containers. Being the nation's 5th busiest port, it handles
approximately 5,100 sailings annually, importing/ex-
porting itemsto over/from 250 ports in over 100
countries.  Another intermodal collection point is
located at Front Royal, called the Virginia Inland Port,
handling containers from Ohio, Pennsylvania, Northern
Virginia, and other areas.

A multi-modal freight distribution center is located in
Richmond, a The Port of Richmond, providing
container service to Britain and Northern Europe and
refrigerated container service to Nova Scotia, New
Foundland, and Iceland. To promote international trade
the state has established 6 foreign free trade zones which
essentialy reduce or eliminate duties on customs. The
vaue of the state's transportation system for various
businesses becomes evident given ailmost 50% of the US
population and 50% of this country's manufacturing
activity is within 500 miles of Virginia
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The state provides employers and corporations a
valuable work force available and tax system for virtually
al industries. The VEDP states manufacturers in Virginia
possess one of the lowest average workers' compensation
costs in the US paying $2.33 per $100 of payroll in
January 2006, representing costs over 55% lower than the
national average. Moreover, Virginias average hourly
manufacturing wages are lower than nationwide averages
while the unemployment tax burden is 25% lower than the
national average. The state's labor productivity ranks in
the top 10 in the US. Virginia offers favorable corporate
tax treatment to employers with a tax rate of only 6%,
which has not been raised in 30 years. These taxes are
structured so as to reduce the tax liability of businesses
with significant sales originated outside of Virginia. Tax
credits are available to companies that create jobs and
invest in economically stressed areas.  Furthermore,
companies do not pay taxes on manufacturer’s
inventory/furniture, intangible property, and corporate
aircraft. A favorable corporate tax structure and lower
building costs, estimated to be 10%-25% lower than the
national average have enticed many companies to move
operations to Virginia. Given these positives and after
factoring in labor force, low costs, quality of life, and good
regulatory environment, Forbes.com recently named
Virginiafirst inits “Best States for Business’ list.

One corporation recently relocating to Richmond VA
was packaging and office products company Mead-
Westvaco (MWV-$31.33). This company, with over $6
billion in revenues, decided to move its corporate
headquarters from Sanford CT after doing a national

search. Management stated its basis for the decision
was the pro-business environment and the quality of life
available to its employees in Virginia Moody's
Economy.com recently reported the business costs are 15%
lower in Richmond and with a cost of living 29% below
the national average. Another company, Phillip Morris
(MO-$67.39) is currently in the process of building a new
research facility in Richmond.  Overall, Virginia has over
11,300 high tech companies operating in the state, in
addition to 30 "Fortune 1000" firms and 150 corporations
with annual revenuesof $200 million, or more,
headquartered in the Commonwealth, according to the
VEDP. Further statistics from the VEDP estimates the
state ranks 9th nationally in terms of venture capital deals
and 11th for total invested venture dollars. Given
Virginias vibrant mix of business activity/devel opment,
healthy local economy, and a strong tax base, the state has
maintained a AAA rating for its bonds.

In this second edition of the "Virginia Quarterly
Stock Monitor”, we' ve added Richmond media company,
Media General Inc. The companiesin this report represent
industries of energy, retail, electric utility, food, tobacco,
banking, and media We believe these stocks offer a
representative cross section of the Virginia economy.
Investors interested inthese companies shares should
consult with their Anderson & Strudwick financial
consultant regarding suitability, risks, and potential
growth opportunities.

Company Symbol Current Price 52 Week Hi-Lo A& S Rating

CarMax KMX
Dominion Resources D
|Ma$ey Energy MEE
Media General MEG
Smithfield Foods SFD
Union Bankshares UBSH
Universal Corp uvyv

$23.12
$90.25
$19.16
$30.19

$32.00
$23.44
$50.28

$29.44-$17.30 NEUTRAL
$93.63-$76.00 NEUTRAL
$30.73-$16.01 OUTPERFORM
$43.94-$26.78 OUTPERFORM
$35.79-$24.40 OUTPERFORM
$32.10-$19.09 OUTPERFORM
$67.03-$34.75 NEUTRAL




CarMax Inc.
(KMX —NYSE)

Rating: NEUTRAL

Price and Trading Data EPS estimates - diluted*
Current Price $23.12 Feb 07A Feb 08E
S& P 500 1453.64 1Q $0.27 $0.30A
52-Week Price Range $29.44-$17.30 2Q $0.25 $0.26
Shares Outstanding (mil.-diluted) 220.13 3Q $0.21 $0.25
Market Cap (bil .-diluted) 501  4Q  $0.19 $0.24
Avg. Daily Trading Volume 2,446,540 $0.92 $1.05
12-month Target Price N/A * FY07 EPS adjusted for adoption of SFAS 123R

1Q08 Valuation Data

Total Debt to Equity 14.9%
Book Value $6.11
Price to Book 3.8
Dividend N/A
Current Yield N/A

Company Summary

CarMax, Inc., headquartered in Richmond VA, owns and operates used-car stores inthe US. Thefirst store, under
the ownership of Circuit City (CC-$11.35), opened in 1993. Additional CarMax stores were opened and KMX’s
stock was issued in 1997. CC spun off its ownership in KMX in 2002. The company’s primary business is
buying, reconditioning, and selling used cars and trucks through its 81 stores located in 38 markets. Average
annual sales of the US used car market were $370 billion in 2005, with 1-6 year old cars comprising approximately
$280 billion of this market. KMX offers 1-6 year old vehicles featuring a “no-haggle” pricing system to customers
and has a 2% market sharein thisarea. Since 2000, the amount of vehicles sold by KMX has grown from 129,022
to 342,482 while revenues grew from $2.20 billion during FY 00 to $6.26 billionin FY06. Revenues are generated
from retail used/new vehicle sales and wholesale sales. KMX has a low total debt-to-equity ratio of 15% while
earnings from FYQO0 to FY06 have a compounded annual growth rate of 25%. The Board of Directors recently
declared a 2-for-1 stock split for shareholders of record on 3/19/07 and was distributed on 3/26/07. Currently
operating in FY08, KMX reported earnings of $0.92/share during FY 07 versus $0.63/share during FY06 (both
years were restated for the adoption of SFAS 123R).

Business

The company operates its stores throughout 23 states in the US with three-types of formats: standard (offering 300-
500 vehicles), satdlite (offering 250-350 vehicles), and mega (800-900 vehicles). KMX's ability to grow its
business is based on sdling vehicles to customers with underlying support from the company’s
purchasing/inventory management, reconditioning efforts, and financing. These operating basics, along with new
store openings, have alowed the company to grow total revenues during the past seven years from $2.20 billion to
$6.26 hillion. As with virtually all businesses, the key to selling products profitably is based upon acquiring the
goods at prices allowing the acquiring company to generate healthy profit margins from sales. Most vehicles are
purchased through either in-store appraisal purchases or auctions. Since KMX's business model is based on a
volume driven basis, versus many competitors geared towards a pricing driven business, it is vital for the company



to properly buy vehicles. Thus, it is vital for KMX’s buyers to decide what vehicles to buy and at what prices to
pay for these acquisitions.

Recent Earnings

KMX reported 1Q08 earnings of $0.30/share versus $0.27/share during 1Q08. The company benefited from
increased traffic at its stores and on its website. Total sales increased 14% to $2.15 billion from $1.89 hillion.

Total gross profit per vehicle improved to $2,801 from $2,783. Same store used unit sales grew 6% and wholesale
unit sales rose 7%. Used vehicle salesimproved 16.9% to $1.71 billion from $1.46 billion while new vehicle sales
declined 4.9% to $112.6 million from $118.4 million. Other sales and revenues, including extended service plans,
service department sales, and third party finance fees rose 11.4% to $65.0 million from $58.3 million. The average
selling price for used vehicles decreased to $17,480/unit from $17,617/unit and new vehicles decreased slightly to
$23,717/unit from $23,783/unit. Wholesale vehicle prices were lower at $4,413/unit from $4,483/unit. Gross
profit improved 13.2% to $284.2 million from $248.3 million. CarMax's Auto Finance unit generated income of
$37.1 million versus $32.4 million on a quarter-to-quarter comparison. This unit benefited from sales growth,
improved gains on loans originated/sold, and higher overall total managed receivables. KMX's selling, general,
and administrative expenses increased 9.9% to $213.8 million from $187.0 million and operating profit improved
to $107.5 million from $93.7 million. During its earnings release, KMX reiterated its 2008 earnings guidance
(current operating year) of $1.03-$1.14/share and same store used unit sales growth of 3%-9%.

Our Thoughts

KMX continues to expand its marketing footprint throughout the US. During 1HO7, the company opened three
stores moving into the Tucson AZ, Milwaukee WI, and Raleigh NC. Plans are to open ten additional used car
superstores and two car-buying centers for during the remainder of the 2008 fiscal year. KMX's stock has been
volatile recently due to sub prime credit concerns, which have come to dominate recent Wall Street thinking.

While KMX's credit portfolio has been minimally affected by the decline in the sub prime credit markets, Wall
Street has taken an attitude of "sell first and ask questions later”. During the just completed period, KM X reported,
followinganormal quarterly review of retained interest in securitized recelvables, a downward valuation
adjustment. The receivables loss trend onoriginationssincetheend of 2005 have been higher than 2003's
and 2004's originations, however, these were anticipated by KMX and incorporated into the company's loss
assumptions. Potentially, KMX's share price will be sensitive to breaking news regarding the sub prime market,
however, it appears their business continues to progress and we are encouraged by their recent affirmation of 2008
earnings guidance of $1.03-$1.14/share. These shares are rated NEUTRAL.

Risks

KMX’s earnings could suffer from a US economic recession, consumer credit contraction, tightening of credit
standards, or rising interest rates. Additionally, higher incentives offered by US auto manufacturers could
negatively impact KMX profits. There is no guarantee the company’s pricing model used in acquiring vehicles,
successful in the past, will be so in the future. Negative equity markets could negatively affect KMX’s share price.
KMX's stock could be adversely impacted by negative equity/credit markets, failure to comply with Sarbanes
Oxley guiddlines, rising interest rates, or terrorist attacks.



Dominion Resources
(D —NYSE)

Rating: NEUTRAL

Price and Trading Data EPS estimates -GAAP
Current Price $90.25 Dec 06A Dec O7E
S&P 500 1453.64 1Q $1.53 $1.29A
52-Week Price Range $93.63-$76.00 2Q $0.46 ($1.52)A
Shares Outstanding (mil.-diluted) 349.10 3Q $1.85 $1.64
Market Cap (bil.) 31.51 4Q $0.09 $1.28
Avg. Daily Trading Volume 2,913,710 $3.93 $2.69
12-month Target Price N/A

2Q07 Valuation Data

Total Debt to Equity 151.8%
Book Value 36.81
Price to Book 25
Dividend $2.84
Current Yield 3.1%

Company Summary

Dominion Resources Inc., headquartered in Richmond VA, is a holding company for Virginia Power,
Consolidated Natural Gas Company, Dominion Energy Inc, and has 17,500 full-time employees.

The company provides electricity to 2.3 million éectric customers in Virginia and northeastern North Carolina.

D’s revenues can be categorized as residential (47%), commercial (32%), public authority (11%), industrial (9%),
and others (1%). Electrical assets include 6,000 miles of transmission lines in Virginia, West Virginia, and North
Carolinaand generation plants (with 26.3 megawatts capacity) in 10 states. 2006's eectrical generation by fuel
type was 46% coal, 43% nuclear, 7% natural gas, 3% hydro-electric, and 1% oil. Natural gasis provided to 1.7
million customers in Pennsylvania, Ohio, and West Virginia. Gas customers consist of residential (73%),
commercial (22%), industrial (4%), and others (1%). D's natural gas assets include 7,800 miles of pipelines and
950 billion cubic feet of gas storage. Proven natural gas/oil reserves equal 6.5 trillion cubic feet and generate daily
production of 1.1 billion cubic feet equivalent. A liquid natural gas import and storage plant facility is owned and
operated in Cove Point, MD. During 2Q07, D reported earnings, on a Generally Accepted Accounting Principles
(GAAP) basis, of ($1.52)/share versus $0.46/share during 2Q06. D had operating revenues of $3.7 billion for the
quarter versus $3.5 billion for 2Q06. The company's annual dividend was recently increased to $2.84/share from
$2.76/share.

Business

D is altering its business structure with the sale of its Exploration & Production unit. The E&P unit operated 7
major production basins in the US and Canada with 6.5 trillion cubic feet of natural gas/oil reserves and this
business was sold to multiple buyers for a total of approximately $14 billion. Average daily production of these
reserveswas 1.28 Bcf during 2006. D's remaining units are in two primary areas; 1) the electric distribution,
generation, and transmission businesses and 2) natural gas distribution and transmission business. The natural gas
distribution serves customers in Ohio. D will still maintain some natural gas storage and its 7,800 miles of
transmission pipelines. Additionally, the company will keep approximately 1 Bef of natural gas production areain



Appalachia. This could be used to support D's electric generation facilities fueled by natural gas and could be of
extra value if carbon legislation comes to the forefront in the US. On the regulatory front, the state of Virginia
decided to re-regulate the state's electrical markets through incentive based legislation. The objective of these new
regulations is to create stable and predictable rates for the state’s consumers. Capped rates continue in North
Carolinaand D may potentially apply for abase ratefiling in Ohio.

Recent Earnings

In accordance with Generally Accepted Accounting Principles (GAAP) D reported 2Q07 earnings of ($1.52)/share
versus $0.46/share during 2Q06. Several charges were taken during the just completed quarter including $538
million related to the divestiture of E& P assets, $252 million for merchant generation asset impairment, and $158
million for a SFAS No. 71 accounting item. However, 2Q07 operating earnings was $0.89/share compared to
$0.80/share during 2Q06. The improvement was due to an increase in electric and natural gas utility sales due to
warmer weather compared to last year's quarter. Also, the improved operating income was derived from increased
results from its merchant generation /producer services businesses and higher prices from D's oil/natural gas units.
These increases offset higher unrecovered Virginia fuel expenses, lower natural gas/oil production, increased
DD& A expense from D's E& P units, and interest expense. During its 2Q07 earnings release D management gave
2008 profit guidance of $6.00/share and annual 4-6% earnings growth in the following years.

Our Thoughts

It has been a busy period for Dominion Resources during the past few months. First, Chairman of the Board,
Thomas E. Capps, retired and was succeeded in that position by current CEO/President, Thomas F. Farrell 1I.
Second, the company began exiting its oil and gas exploration/production to focus on its core operations. The
company sold its offshore Gulf of Mexico, Canadian, other onshore operations for approximately $14 billion. D
said it will use these proceeds to repurchase its common stock, reduce debt, and for general corporate purposes.
To this end, the company recently completed a $55 million "Dutch Auction” of its common stock. The common
stock annual dividend, benefiting from improved overall cash flow, was increased to $2.84/share from $2.76/share.
D appears to have poised itself to move into the future with a stable operating platform potentially generating 4%-
6% annual earnings growth. After the company completes the sale of its exploration & production business, D
will be focused on two primary aress; 1) electric distribution, generation, and transmission business and 2) natural
gas distribution and transmission. Additionally, the re-regulation of the Virginia electrical markets should create
stable and predictable rates for both D and its customers. These shares currently trade at 2.5x book and appear
fully valued. Our rating on D isNEUTRAL.

Risks

There are no guarantees D will be able to achieve annual earnings growth of 4%-6%, or sell its E& P business.

Fluctuating commodity prices paid for fueling generating plants, future air emission regulation compliance costs,
and/or changing utility regulations could negatively affect earnings. Profits could be adversely impacted by a
risng interest rate environment, future plant decommissioning costs, and rising operational expenses. D's stock
could be adversely impacted by negative equity markets, failure to comply with Sarbanes Oxley guidelines, rising
interest rates, or terrorist attacks.



M assey Energy
(MEE —NYSE)

Rating: OUTPERFORM

Price and Trading Data EPS estimates - diluted
Current Price $19.16 Dec O7E Dec 08E
S& P 500 1453.64 1Q $0.40A $0.46
52-Week Price Range $30.73-$16.01 2Q $0.43A $0.48
Shares Outstanding (mil.-diluted) 81.7 3Q $0.50 $0.59
Market Cap (bil.-diluted) 1.57 4Q  $0.55 $0.60
Avg. Daily Trading Volume 2,053,720 $1.88 $2.13
12-month Target Price $31.00

2Q07 Valuation Data

Debt to Total Capital 58.9%
Book Value $9.52
Price to Book 2.0
Dividend $0.16
Current Yield 0.8%

Company Summary

Massey Energy, headquartered in Richmond, VA is the 4" largest coal production company in the United States.
The company extracts and processes coal from its mines located in the Central Appalachia area traversing the
states of West Virginia, Kentucky, and Virginia. Revenues come from the mining, processing, and selling of its
steam and metallurgical grade coals (aka, low sulfur coal). Other income comes from management of material
handling facilities, a synfuel production plant, royalties, rentals, and gas well revenues. In 2006, MEE had
revenues of $2.21 hillion, coal sales accounted for $1.9 billion and the remaining $310 million were derived from
freight/transportation, purchased coal, and other operations. The company generated 2006 earnings of $0.50/share,
and had total assets of $2.77 billion. Debt to total capitalization stood at 52% at year-end 2006 and MEE produced
39.1 million tons of coa. The company has 5,517 employees and 3% of its work force is unionized. MEE’'s
pension plan is fully funded.

Business

MEE’s primary business is the mining and selling of low-sulfur coal extracted from its mines in West Virginia,
Kentucky, and Virginia The company has 22 mining complexes located in this region known as Central
Appalachia. Customers purchase MEE’'s coal for fueling electric utilities power plants, steel production
(metallurgical), and for industrial purposes. Utility, metallurgical, and industrial sales accounted for MEE's
produced coal revenues. Most sales are based on 2-3 year contracts specifying the buyer’s cost per ton of coal
purchased and the amount of tons to be acquired on an annual basis. These coal contracts are based on pricing set
by the commodity markets. The company sold 10.0 million tons of coal during 2Q07 versus 9.9 million tonsin
2Q06. 2Q07’s revenues from these three areas, totaled $516.2 million. MEE’s other 2Q07 revenues came from
freight/handling, purchased coal, royalties, rentals, gas well income, earnings from coa handling facilities, synfuel
earnings, gains on asset sales, contract settlement payments, and miscellaneous income.



Recent Earnings

Massey Energy reported 2Q07 earnings of $0.43/share vs. $0.04/share during 2Q06. The results for the current
quarter include a $10.3 million pre-tax gain from atrade of coal reserves which included the receipt of $1 million
in cash and a $6.2 million pre-tax increase in litigation reserves. These two items added $0.08/share and
(%0.07)/share, respectively. The improved results came from higher produced coal revenues generated by higher
prices on new supply contracts for 2007 and better overall product mix. Total revenues rose to $617.8 million
from $556.1 million while EBITDA increased 55% to $120.3 million from $77.5 million. On a quarter-to-quarter
comparison, produced coal revenues were $516.2 million vs. $492.5 million and the cost price per ton rose to
$42.68 from $41.92. Revenues per produced coal ton increased to $51.40 from $48.34. On a per ton basis, the
operating cash margin increased 36% to $8.72 vs. $6.42. Metallurgical coa salesin tons sold increased 11% and
revenues per ton rose 10%. MEE'swork face situation stabilized during the current quarter as voluntary employee
turnover rates decreased 15% during the 1HO7 compared to 1H06. Management gave of 2007 guidance of 40.0-
41.5 million tons of produced coa shipments, with pricing of $51.00-$52.00/ton. Cost per ton is expected to be
$41.50-$42.50/ton. Thus far, MEE has 2008 purchase commitments for 39 million tons with an average realized
price of $49.50/ton. 2009 sales commitments total 30.8 million at a price of approximately $46.50/ton.

Our Thoughts

After hitting a high of $44.34/share on 5/12/06, MEE's shares have declined over 50% due to investor concern
over rising operating costs within the coal industry and negative equity markets. All US coal companies have
experienced sharp declines in their respective stock prices over these same concerns. The challenges for MEE, and
all coal companies, are to work through the current operating challenges of high operating expenses and generate
earnings growth during the next two years. If successful in attaining these two goals, then investor interest for
MEE and other coal companies could increase during the next 12 months. We may be at the beginning of such a
scenario given MEE's earnings report showing a decline in operating costs and improved operating earnings.
While one quarter does not prove MEE has turned the corner, improved earnings results in 3Q07 and 4Q07 could
be the start of an earnings rebound potentially extending into 2008. Legal hurdles remain for MEE as management
announced its intention to appeal a recent jury decision in the Wheeling Pittsburgh Steel contract lawsuit.
Additionally, MEE bdieves it can favorably resolve the EPA lawsuit against the company regarding alleging
violations of the Clean Water Act. Our 2007/2008 earnings estimates for MEE are $1.88/share and $2.13/share,
respectively, representing a year-over-year earnings growth rate of 14.5%. On the assumption of earnings growth
materializing at MEE our price target assumes the stock trading at 14.5x for 2008 estimate of $2.13/share, or
$31/share. Moreover, given the current cost structure for the US coal industry and relatively low valuations for
this sector's publicly traded companies, the potential exists for mergers/consolidations. These shares are rated
OUTPERFORM.

Risks

Risks include declining coa prices, faling productivity, litigation risk, and rising labor costs. New mining
regulations could increase operating expenses. Loss of large coa contracts and negative equity markets could
adversely affect MEE's stock. MEE's stock could be adversely impacted by negative equity markets, failure to
comply with Sarbanes Oxley guidelines, rising interest rates, or terrorist attacks.
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M edia General
(MEG — NY SE)

Rating: OUTPERFORM

Price and Trading Data EPS estimates - diluted

Current Price $30.19 Dec O7E Dec 08E
S&P 500 1453.64 1Q  ($0.27)A ($0.11)
52-Week Price Range $43.94-$26.78 2Q $0.22A $0.41
Shares Outstanding (mil.-diluted) 22.84 3Q $0.19 $0.77
Market Cap (mil.-diil uted) 689.54 4Q $0.40 $0.52
Avg. Daily Trading Volume 438,373 $0.54 $1.59
12-month Target Price 39.25

2Q07 Valuation Data

Long-Term Debit to Total Capital 50%
Book Value $39.25
Price to Book 0.8
Dividend $0.92
Current Yield 3.0%

Company Summary

Media General, Inc. is a multi-media company headquartered in Richmond, VA. The company has three primary
media units: publishing, broadcasting, and interactive media serving primarily the southeast markets of the United
States. The publishing division consists of 25 daily newspapers and over 150 other publications. Newspaper
operations are in Alabama, Florida, North Carolina, South Carolina, and Virginia. MEG's two largest newspapers
are the Richmond Times-Dispatch and The Tampa Tribune. This division generated the majority of overall
company revenues with $601.1 million in 2006. The Broadcast unit owns/operates 23 network-affiliated TV
stations and generated $361.5 million in revenues in 2006. These TV stations are located in Georgia (4), Florida
(3), North Carolina (3), South Carolina (3), Alabama (2), Mississippi (2), Kentucky (1), Louisiana (1), Ohio (1),
Rhode Island (1), Tennessee (1), and Virginia (1). The Interactive Media group, consisting of 75 interactive
enterprises, produced $27.1 million in 2006 and is used to complement the publishing and broadcasting
businesses. MEG also has a one-third ownership interest in SP Newsprint Company, a domestic newsprint
manufacturer with over one million annual short tons capacity. The company generated 2006 revenues of $983.2
million and had $2.51 billion in total assets. Media General has both "A" and "B" shares. The general public
owns the "A" shares and elects 30% of the Board of Directors, while the "B" shares (98% owned by the Bryan
family), elects the other 70% of the Board.

Business

MEG's management has recognized the shifting fundamental trends in the media business and has implemented
strategies to adapt to a changing operating environment and grow earnings. The changing fundamentals in the
newspaper business haveevolved during the past 10-15 yearsasindividualsnow get news from various
aternatives such as the Internet, network/cable/satellite/ TV broadcasts, hand-held devices, and other entertainment



sources. As aresult, many US newspapers are experiencing declining circulation revenues and need to offset this
problem by producing alternative income streams. Seeking to resolve this problem, MEG recognized the need to
attract as many "eyeballs’ (consumers) as possible to its newspapers, TV stations, and interactive web sites.  In
2006 the company entered into a strategic alliance with Yahoo! (YHOO-$23.94) allowing MEG to use a group of
over 200 newspapers which will deliver its advertising/content to new potentia consumers outside of its normal
service territory. Thus while future newspaper readership may be flat-to-down, an offsetting increase could come
from more "eyeballs" visiting/watching its websites and TV stations. The company believes this can be done
through "cross-marketing” between the three business units — publishing, broadcasting, interactive media - with the
goal of higher advertising revenues, while improving its overall operating efficiency.

Recent Earnings

MEG reported 2Q07 earnings of $0.22/share versus $0.85/share during 2Q06. Factoring out the income
contributed by the four CBS TV stations sold by MEG recently, 2Q06 operating income was $0.77/share. Total
revenues, including the newly acquired TV stations, rose 4.8% to $241.2 million. SP Newsprint produced a $2.4
million loss resulting from lower consumption and newsprint prices in addition to higher commodity costs.
Interest expense increased by $7.1 million from debt incurred in the acquisition of the new NBC stations. The
Publishing unit, ona quarter-to-quarter basis, saw revenues decline to $136.4 million from $150.9 million.
Classified, help-wanted, and automotive advertising fell 16.7%, 22.8%, and 20.3%, respectively. Real estate
lineage, retail, and national advertising decreased 27.2%, 6.5%, and 4.1% respectively. Circulation revenues
declined 4.5% to $920,000 as 70% of the decline came from wholesale rate changes to carriers that provided a
simultaneous expense reduction. Broadcasting revenues rose 30.6% to $97.1 million from $74.4 million. Gross
time sales increased 33.4% while same-station time sales declined 3.4%. Overall profits for Broadcasting
decreased 2% to $19.9 million from $20.3. The Interactive Media unit generated profits of $346,000 compared to
aloss of $798,000. Revenues climbed 44.5% to $9.5 million from $6.5 million.

Our Thoughts

MEG appears attractive given its low valuation and the potential for an operating turnaround in 2008. Our MEG
earnings growth assumption is based on management's ability to successfully cross-market its 3 media units, stable
consumer spending, higher advertising income from the 2008 Presidential/local election campaigns and the Beijing
Summer Olympics. Our 2007 and 2008 earnings estimates are $0.54 and $1.59, respectively, based on stable
consumer spending and revenue growth at MEG. MEG's shares currently trade at a 23% discount to its book value
reflecting a lack of Wall Street interest in the company and its industry brethren. A return to profit growth at
MEG could cause increased demand for its stock. Given, the low valuation of MEG's stock, a 3.0% dividend
yield, and the potential of earnings growth in 2008, these shares are recommended for contrarian-value investors
and are rated OUTPERFORM. Our initid price target is $39.25/share or 1x book which may be conservative
givenits 15 year priceto book ratio average of 1.75x.

Risks

There are no guarantees of MEG will increase revenues/profits in the future. Aswith all newspaper companies,
risng commodity pricing of newsprint, ink, or fuel could adversely affect earnings. A slowdown in US consumer
spending could reduce advertising revenues for the company. Competition in the newspaper industry, and from
internet/TV/radio, could hamper MEG's ability to grow earnings. Higher interest rates, adverse equity markets,
corporate governance issues, an economic slowdown, and terrorist attacks could negatively affect MEG's share
price.
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Smithfield Foods
(SFD —NY SE)

Rating: OUTPERFORM

Price and Trading Data EPS estimates - diluted

Current Price $32.00 Apr 07A Apr 08E
S& P 500 1453.64 1Q $0.22 $0.41
52-Week Price Range $35.79-$24.40 2Q $0.40 $0.42
Shares Outstanding (mil.-diluted) 1125 3Q $0.54 $0.58
Market Cap (bil.-diluted) 3.60 4Q $0.33 $0.46
Avg. Daily Trading Volume 1,312,120 $1.49 $1.87
12-month Target Price $41.26

4Q07 Valuation Data

Debt to Total Equity 138%
Book Value $19.93
Price to Book 16
Dividend N/A
Current Yield N/A

Company Summary

Smithfield Foods, headquartered in Smithfield VA, isthe world's largest pork processor and hog producer, and the
fifth largest beef processor in the United States. Founded in 1936, the company experienced significant growth in
the early 1980's with the acquisition of Gwaltney’s of Smithfield, which nearly doubled its sized. In 1992, SFD
opened up the world's largest meat processing facility in Tar Heel NC, and in 1995, the company acquired John
Morrell & Co., which expanded its reach throughout the Midwestern United States. The company has recently
expanded both its domestic and international operations by acquiring Cook’s, Butterball, LLC and Sara Lee
European mests business in 2006. SFD employs over 52,000 people worldwide and currently owns subsidiaries in
France, Poland, Romania, and the United Kingdom with joint ventures/major investments in Mexico, Spain, and
China. Currently operating in FY 08, the company recently reported 4Q07 earnings of $0.33 per share on a diluted
basis with sales of $3.1 billion coming from Pork ($2.1 billion), Beef ($680 million), Hog Production ($436
million), International ($217 million), and Other ($28 million) with Intersegment sales producing a loss of $360
million. On an annualized basis, the company had hog production of 13.9 million and produced 1.5 billion pounds
of fresh beef. In FYQ7, SFD produced 3.1 billions pounds of fresh pork while producing 2.9 billion pounds of
processed meat. The company has total assets of $6.9 billion as of April 29, 2007.

Business

SFD is the world's largest pork processor and hog producer, 5th largest beef processor in the world, and offers
turkey products. Some of the more recognized brands offered to consumers include "Smithfield”, "Gwaltney",
"Butterball", "Farmland”, "Cumberland Gap', " Armour" and "Patrick/Cudahy". SFD has increased its US share of
the beef, pork, and turkey markets through organic growth and acquisitions. During the past few years the
operating focus has been to grow revenues, improve its manufacturing processes, lower production costs, and
rationalize the operating /manufacturing strategy to eliminate freight and intra-plant movements. The company
recently completed its purchase of Premium Standard Foods this past May. Most of SFD's business is here in the
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US, however, during the past 15 years the company has expanded its business into Europe and exports to Japan.
Other popular brands include "John Morrd", "Cooks', and "Stefano Foods'. Management invested in the
continued expansion of hog farms and plant renovation in Romania increasing its presence in the European market.
SFD recently formed its "Groupe Smithfield" which combined its previously owned French operations with the
recently purchased Sara Lee meat business. SFD beieves expansion into the European markets could lead to
added revenues and profits during the next few years and, when combined with US operations, lead to future
earnings growth.

Recent Earnings

SFD reported 4Q07 earnings from continuing operations of $0.35/share versus $0.06/share during 4Q06. The just
completed quarter included a $0.04/share pre-tax charge for value impairment of certain beef segment assets and a
tax benefit of $0.05/share generated by foreign taxes. Last year's quarter contained a $0.05/share charge related to
last year's restructuring efforts. The improvement in earnings were attributable to improved margins in the
packaged meats and fresh pork businesses. Packaged meats volume increased 31% from positive contributions of
the Armour-Eckrich unit acquired last October. Beef processing margins had a dight improvement despite
limited exports and limited supplies of cattle. The international unit showed vast improvement on a quarter-to-
quarter comparison, as packaged meats volume grew 26%, in addition to positive results from Groupe Smithfield
and SFD's Polish operations. Hog production results were lower due to higher feed costs and the impact of
circovirus. The average cost for the raising of a hog grew to $46 per hundredweight from $40 while live hog
market prices increased to $47 from $42. Operating profits for hog production decreased to $40.6 million from
$47.3 million. Losses from beef production improved to ($6.5 million) from ($7.8 million) and pork profits grew
to $81.1 million from $22.2 million. International operations generated income of $6.2 million vs. ($10.7 million)
and while corporate operations/expenses increased to $33.5 million from 9.8 million. Overall revenues rose 14.8%
to $3.1 billion from $2.7 billion.

Our Thoughts

SFD continues to navigate through fluctuating commodity pricing problems, increase its international marketing
presence, and grow earnings. It appears every year brings a new challenge to SFD with either rising or falling beef
and pork prices. Despite this challenge the company's product mix has been able to provide margin/profit growth
in one area thus offsetting rising costs in another unit. Recently, SFD issued new debt to replace higher cost
existing debt. Also, Carey Dubois was promoted to the position of Chief Financial Officer. SFD's increased
presence, and operating facilities, in Europe could be a future driver of overall earnings as the company's product
mix acquires a larger market share. SFD increased its position in the hog production/pork processing business
with the acquisition of Premium Standard Foods. Potentia cost synergies may be generated from this acquisition
which could improve SFD's profitability. Additionally profits could get an added boost should feed prices decline
if corn and soy commodity pricing decline during the next year. Despite the recent downturn in the equity
markets, SFD's stock has held up well. These shares are rated OUTPERFORM given potential earnings growth
provided by SFD's expanded market presence, increased revenues, and potential margin expansion during the next
12 months.

Risks

SFD 's profits are very sensitive to changing commodity pricesand viral infections of its herds/flocks could
negatively affect forward earnings. There are no guarantees SFD will be able to grow future profits. Declining
prices of beef, pork, & turkeys could cause a decline in revenues/profitability. Rising operating expenses are a
potential threat to net income. SFD has exposure to foreign currency and political risk given its overseas
operations/ventures. SFD's stock could be adversely impacted by negative equity markets, failureto comply with
Sarbanes Oxley guidelines, rising interest rates, or terrorist attacks.
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Union Bankshares
(UBSH — NASDAQ)

Rating: OUTPERFORM

Price and Trading Data

EPS estimates - diluted

Current Price $23.44 Dec 06A Dec O7E
NASDAQ Bank Index 2983.42 1Q $0.47 $0.38A
52-Week Price Range $32.10-$19.09 2Q $0.50 $0.42A
Shares Outstanding (mil.-diluted) 13.41 3Q $0.49 $0.43
Market Cap (mil.-dil uted) 314.33 4Q $0.48 $0.48
Avg. Daily Trading Volume 31,657 $1.94 $1.71
12-month Target Price $44.00

2Q07 Valuation Data
Efficiency Ratio 69.46%
Book Value $15.28
Price to Book 15
ROA 1.06%
ROE 11.07%
Dividend Yield 3.2%

Company Summary

Union Bankshares is the bank holding company for Union Bank & Trust, Northern Neck State Bank,
Rappahannock National Bank, and Bay Community Bank. It was formed in the 1993 merger of Union Bank &
Trust Company and Northern Neck State Bank in Bowling Green, VA and currently has fifty-one full service
branches, all located in Virginia, and is the third largest bank holding company based in the state. It recently
completed its acquisition of Prosperity Bank & Trust Company in April. Prosperity Bank operates three branches
in the northern VA area. This acquisition exemplifies UBSH’s strategy to grow its footprint in the state of
Virginia. Its fifty-one branch offices are located from the Tidewater area to the mountains, and into the Northern
VA/Washington DC market. Current ownership of UBSH is 6.67% held by insiders and 69 institutional investors
owning 20.15% of the shares. The affiliated banks of UBSH provide a variety of deposit and lending products to
its clients. Some of these products include checking, savings, certificates of deposit, while also offering loans for
commercial, industrial, residential mortgage, and consumer purposes. Additionaly, full brokerage services are
offered by its Union Investment Services unit. Through its Bay Community Bank, UBSH has a non-controlling
interest in Johnson Mortgage Company, LLC. UBSH has total assets of $2.2 billion, total net loans of $1.64
billion, and deposits of $1.65 billion as of 6/30/07. Book value was $15.28 per share as of 6/30/07.

Business

UBSH offers a wide variety of banking services to its customers throughout Virginia. The company initially
started in the Hanover-Caroline Counties area and over the years, through new office openings and acquisitions,
has expanded its presence across the state of Virginia. UBSH currently has 51 full service branch offices ranging
fromthe Tidewater area to the Appalachian Mountains and from Richmond to Washington DC. Banking products
offered to retail/commercial/industrial customers include ATMs, checking, savings, certificates of deposits, loans,
and mortgages. Full brokerage services are offered to investors by its Union Investment Services Unit, LLC.
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UBSH interest income from the difference between the spread between interest earned on loans versus the interest
paid on deposits and savings accounts. Non-interest income comes from fees earned from ATMs, checking
accounts, loans, mortgage, and the brokerage business. Management plans to move forward by creating
efficiencies from its existing offices and expanding its footprint throughout the state in order to grow future
earnings.

Recent Earnings

UBSH reported 2Q07 earnings of $0.42/share versus $0.50/share during 2Q06. The decline came from
higher interest expense, increased non-interest expense, and lower non-interest income, offsetting arisein interest
income. Interest expense rose 28% to $15.9 million from $12.4 million resulting from higher deposit costs. Non-
interest expense increased 2.9% to $17.7 million from $17.2 million as UBSH opened 2 new branches, relocated 2
others, spent for infrastructure improvement, and moved into its new operations center. These increases caused the
efficiency ratio to rise to 69.46% from 64.03%. Non-interest income fell 11% to $6.2 million from $6.9 million
due to lower mortgage segment income from decreased loan sales offsetting increases in service/deposit account
charges. On a quarter-to-quarter basis, interest income grew 8.3% to $35.2 million from $32.5 million. These
results caused a declinein UBSH's net interest margin, return on assets (ROA), and return on equity (ROE) ratios.
The net interest margin was lower at 4.2% versus 4.52%. The ROA and ROE ratios, when comparing quarters,
fdl to 1.06% from 1.33% and to 11.07% from 14.02%. Provision for loan losses declined to $190,000 from
$273,000 and the ending balance of allowance for loan losses/total loan losses fell to 1.12% from 1.23%. Total
assets increased to $2.2 billion from $2.1 billion, loans grew to $1.64 billion from $1.51 billion, and deposits rose
to $1.65 billion from $1.62 billion. Book value per share increased to $15.28 from $14.09.

Our Thoughts

UBSH is facing the same problem as many other US banks: higher interest costs and lower non-interest income.
When comparing 2Q07 results to 2Q06 results, UBSH's earnings give investors little reason for excitement.
However, on a sequential quarter basis, UBSH showed improvement in some of its operating ratios. 2Q07's net
interest margin improved to 4.20% from 4.09% during 1Q07. Also, ROA rose to 1.06% from 1.00% and ROE
increased to 11.07% from 10.38%. Potentially, this could be the nadir for UBSH's business if interest rates decline
(lowering interest expense) and the real estate industry slowdown causes minimal problems for the banking
industry's loan portfolios. Most US banks, have come under selling pressure during the past few months due to
concerns over higher interest rates, the real estate market and possible subprime loan defaults. Based on recent
operating results and industry challenges, we are lowering our 2007 earnings estimate to $1.71/share. UBSH's
shares look inexpensive trading at 1.5x book value and paying a 3.2% dividend yield. These shares are
recommended for investors given UBSH's extended service territory throughout Virginia, the bank's ability to
grow assets, itslow price to book ratio, and attractive 3.5% dividend yield. UBSH israted OUTPERFORM.

Risks

There are no guarantees UBSH'’ s growth strategy will improve earnings. The entire banking industry will have to
face the operating challenges of a flat yield curve and a slowing real estate market. Corporate governance issues,
risng interest rates, or negative equity markets may negatively affect UBSH shares. UBSH's stock could be
adversely impacted by negative equity markets, failureto comply with Sarbanes Oxley guidelines, rising interest
rates, or terrorist attacks.
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Universal Corporation
(UVV —NYSE)

Rating: NEUTRAL

Price and Trading Data EPS estimates - diluted
Current Price $50.28 Mar O7A Mar 08E
S& P 500 1453.64 1Q ($0.23) $0.54A
52-Week Price Range $67.03-$34.75 2Q $0.92 $0.84
Shares Outstanding (mil.-diluted) 27.56 3Q $1.17 $1.20
Market Cap (bil.-diluted) 1.39 4Q $0.66 $1.35
Avg. Daily Trading Volume 424,235 $2.52 3.93
12-month Target Price N/A

1Q08 Valuation Data

Debt to Equity 85.6%
Book Value $30.34
Price to Book 17
Dividend $1.76
Current Yield 3.5%

Company Summary

Universal Corp., founded in 1918, is the world's largest leaf tobacco exporter/importer. Headquartered in
Richmond VA, the company employs over 25,000 full and part-time empl oyees and conducts business in over 40
countries. UVV’s primary business is buying, shipping, processing, packing, storing and selling tobacco to cigar,
cigarette, and pipe tobacco manufacturers. The company also provides financing of leaf tobacco operations in
foreign countries. Tobacco sales are comprised primarily of burley and flue-cured tobaccos. UVV'’s largest
customers are Philip Morris (MO-$68.05) and Japan Tobacco accounting for 51% of 2006 tobacco revenues.
During fiscal year2006, UVV generated revenues of $3.5 hillion. The three primary operating units consist of
tobacco, agri-business, and lumber/building products. Tobacco operations produced 51% of 2006 revenues, with
lumber/building products and agri-business generating 25% and 24%, respectively. Overall operating segment
income generation was 78% from tobacco, 20% from lumber/building, and 2% from the agri-business. The
majority UVV’s operations are located in the United States (30%), the Netherlands (24%), and Brazil (12%).
Other operations are located in Africa, Asia, Canada, Europe, and Argentina. The company recently sold off its
non-tobacco operations (lumber/building/agri-business) and plans to use the proceeds to reduce debt and for
potential share repurchases. UVV shifted its year-end reporting quarter to March and is currently operating in
fiscal year 2008.

Business

The business of UVV is buying, selling, processing, packing, storing/selling tobacco to cigar, cigareite, and pipe
tobacco manufacturers.  Primarily, burley and flue cured tobaccosare sold toit's customers. UVV contracts
with various tobacco growers to supply them with tobacco which can then be sold to various manufacturers.
Tobacco growers are contracted in Africa, South America, Asia, and North Americato grow the supply needed for
manufacturers. The quantity and quality of tobaccos grown in various regions dictates where UVV gathers this
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