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T he state of Virginia gained further notoriety as a "good
place to do business" after Forbescom ranked the
Commonwealth first in the US. This marks the second
straight year this organization named Virginia the "Top State
for Business'. Forbes.com based its rankings from 30
metrics from the following categories: business costs,
economic climate, growth prospects, labor, regulatory
environment, and quality of life Recently, CNBC
designated the state as the "Top State for Business' and the
"Top Pro-Business State" by Pollina Corporate Real Estate,
Inc. These positive aspects helped to attract 2 major
corporations to the state during the past year.

Mead-Westvaco (MWV-$32.92), a $6 billion packaging
and office products company, is relocating to Richmond VA
from Sanford CT after doing a national search. M anagement
dstated its basis for the decision was the pro-business
environment and the quality of life available to its employees
in Virginia. In a similar move, Altria Group (MO-$71.88),
formerly known as Phillip Morris, plans to move its
corporate headquarters to Richmond once it completes the
spin-off of its internationa business unit. The company
expects to save $250 million in overhead expenses by the
move to the Commonwesalth. Philip Morris USA aready has
approximately 6,100 employees in the Richmond area
working at the cigarette manufacturing facilities.
Furthermore, MO wants to close its Cabarrus County NC
cigarette factory and move most of the 2,400 employees to
the Richmond operations. Central Virginia is not the only
area of the state benefiting from corporate rel ocations.

Volkswagen of America has chosen Fairfax County as the
home for its new headquarters moving from Auburn Hills M|
to Woodland Park VA, located near Dulles Airport. The
company anticipates spending $100 million and creating 400
new jobs. Fairfax County isbeing viewed by corporations as
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a good location for business given its proximity to
Washington DC, 2 maor arports (Dulles & Reagan
Airports), and multiple interstate highway systems connected
to the mid-Atlantic and northeast United States commerce
areas. Additionally, commercial and residential development
is occurring between Fairfax County and Fredericksburg VA
as the Washington DC bedroom community moves south.

Concerns over subprime loans associated with real estate
caused a meltdown in this portion of the home mortgage
market. The sell off in this area spread to other parts of the
credit market causing a contraction in the commercia paper
market, normally used to fund short-teem corporate
borrowings. Recognizing the threat to the commercia paper
market, viewed as the oil that keeps the corporate economic
enginerunning, the Federal Reserve dropped interest rates by
50 basis points in August followed by an additional 25 basis
points on Halloween. The equity markets have responded
favorably with the Dow Jones Industrial Average rising
approximately 8.3% from the recent intra-day low on 8/15 to
a recent high of 13,930 on 10/31. Going forward. Wall
Street will focus on whether the US economy can hold-up
given recent evidence of reduced consumer spending and
rising oil prices.

The state's economy has fared well despite the recent
credit market crunch which negatively affected the subprime
market. Virginids jobless rate declined in September to
aseasonally unadjusted unemployment rate of 2.8% versus
3.1% during August. September's unemployment levels were
the lowest since this past May and the lowest for the month
of September since 2000. According to theVirginia
Employment Commission the decline was due to employees
returning to school systems for fall semesters, increased
government employment adding 16,700 jobs, and private
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education/health care adding 23,300 employees. The
state's major metropolitan areas saw improvement on an
August to September basis as Northern Virginias
unemployment ratedeclined to 21% from 2.3%,
Richmond's fell to 3.0% from 3.2%, Hampton Roads
was moved lower to 3.0% from 3.3%, and Roanoke's was
2.9% versus 3.1%. Oveadl, the state experienced job
growth of 1.8% from 3Q06 through 3QO07, comparing
favorably to the 1.3% nationwide average.

On anather front, the Virginia's ports recent inbound
shipping trends fared better than other larger US ports.
Inbound container shipments during August at the three
largest West Coast ports declined over 6% when compared
to the prior August, as it appears many retailers are ordering
less for store shelves fearing a dowdown in consumer
spending. However, exports from Virginia ports benefited
from the lower US dollar, as the Virginia Port Authority
reported shipments rose 5.4% from January through August.

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

CarMax KMX $19.79
Dominion Resources D $90.09
|M assey Energy MEE $30.57
Media General MEG $27.09
Smithfield Foods SFD $28.11
Union Bankshares UBSH $18.87
Universal Corp uvv $45.90

$29.44-$19.66 NEUTRAL
$93.63-$79.62 NEUTRAL
$33.26-$16.01 OUTPERFORM
$43.94-$26.97 OUTPERFORM
$35.79-$24.40 OUTPERFORM
$32.10-$18.82 OUTPERFORM
$67.03-$36.62 NEUTRAL
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Rating: NEUTRAL

Price and Trading Data

EPS estimates - diluted*

Current Price $19.79 Feb 07A Feb 08E

S&P 500 1508.44 1Q $0.27 $0.30A

52-Week Price Range $29.44-$19.66 2Q $0.25 $0.29A

Shares Outstanding (mil.-diluted) 220.58 3Q $0.21 $0.23

Market Cap (bil.-diluted) 4.37 4Q $0.19 $0.21

Avyg. Daily Trading Volume 3,502,330 $0.92 $0.94

12-month Target Price N/A * FY07 EPS adjusted for adoption of SFAS 123R
2Q08 Valuation Data

Total Debt to Equity 8.2%

Book Value $6.48

Price to Book 3.1

Dividend N/A

Current Yield N/A

Company Summary

CarMax, Inc., headquartered in Richmond VA, owns and operates used-car stores in the US. The first store, under
the ownership of Circuit City (CC-$7.68), 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 share in this area. Since 2000, the amount of vehicles sold by KMX has grown from 129,022
to 564,543 (including wholesale) while revenues grew from $2.20 billion during FY00 to $7.47 billion in FY07.
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 FYQ0O0 to FY06 have a compounded annual growth rate of 25%. Currently
operating in FY08, KMX reported earnings of $0.92/share during FYO7 versus $0.63/share during FY06 (both
years were restated for the adoption of SFAS 123R).

Business/Developments

The company operates its stores throughout 23 states in the US with three-types of formats: standard (offering 300-
500 vehicles), satellite (offering 250-350 vehicles), and mega (800-900 vehicles). KMX’s ability to grow its
business is based on selling 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 allowed the company to grow total revenues during the past seven years from $2.20 billion to
$6.26 billion. 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 important for KMX’s buyers to decide what vehicles to buy and at what prices
to pay for these acquisitions.

Recent Earnings

During its recent earnings conference call, KMX management lowered current year (FY08) guidance from $1.03-
$1.14/share to $0.92-$0.98/share. This was done due to an expected slowing of auto sales and weakening
macroeconomic conditions. For the just completed quarter (2Q08), the company reported earnings of $0.29/share
vs $0.25/share, representing an increase of 16%. Overall revenues grew to $2.12 billion from $1.93 billion.
Wholesale vehicle sales rose 19% during the quarter to $265.3 million from $222.3 million, while total retail used
car sales showed 11% growth. New vehicle sales decreased 14%, to $104.8 million from $121.2 million, due
to slowing consumer demand. KMX's other sales/revenues increased 10% to $65.3 million driven by a 14%
improvement in extended service plan revenues and an 11% rise in third-party finance fees. Management noted
same store sales rose only 3%, vs a 7% growth rate from last year's comparable period, & expects current fiscal
year (2008) sales to only grow 1%-3%. Income from KMX's Auto Finance Unit fell 8% to $33.4 million from
$36.5 million. Last year's comparable quarter included $6 million in favorable adjustments related to lowered
rate loss assumptions on loans originated from 2003-2005. Excluding these adjustments, income from the Auto
Finance unit grew 9% due to retail sales growth and a modest improvement in the gain on loans originated and
sold, and increased in total managed receivables.

Our Thoughts

KMX's management lowered FY08 earnings guidance to $0.92-$0.98/share from $1.03-$1.14/share subsequently
causing a sell-off in this company's stock. Even though KMX's stock has fallen into the low-$20s, and below its
50-day moving average, investors should wait to see if the stock holds this important technical level or falls
towards its next major support of $17-$18/share. While KMX is a well-run company, Wall Street appears to be re-
valuing consumer oriented stocks in light of a potential economic slowdown in the US. If the US consumer pulls
back on spending during the next few months then KMX's stock could come under additional selling pressure as
will most consumer-oriented stocks. Additionally, the recent subprime market's decline is casting questions on US
consumer's ability to finance purchases normally bought on credit such as auto, major appliances, and real estate.
Our sense is investors will pay close attention to the next two quarters earnings releases from companies such as
KMX and other retailers to gauge whether the consumer has weathered the recent slowdown and continues to
spend or is pulling back on discretionary spending. We rate KMX's shares NEUTRAL and are lowering our FY08
estimate to $0.94/share.

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 guidelines, rising interest rates, or terrorist attacks.
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Dominion Resources

(D - NYSE)

Rating: NEUTRAL

EPS estimates -GAAP

Price and Trading Data

Current Price $90.09 Dec 06A Dec 07E
S&P 500 1508.44 1Q $1.53 $1.29A
52-Week Price Range $93.93-$79.62 2Q $0.46 ($1.52)A
Shares Outstanding (mil.-diluted) 319.8 3Q $1.85 $7.24
Market Cap (bil.) 28.81 4Q $0.09 $1.28
Avg. Daily Trading Volume 2,729,150 $3.93 $8.29
12-month Target Price N/A
3Q07 Valuation Data

Total Debt to Equity 151.8%

Book Value 36.04

Price to Book 2.5

Dividend $2.84

Current Yield 3.2%

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 electric 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
Carolina and generation plants (with 26.3 megawatts capacity) in 10 states. 2006's electrical generation by fuel
type was 46% coal, 43% nuclear, 7% natural gas, 3% hydro-electric, and 1% oil. Natural gas is 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. During 3Q07, D reported earnings, on a Generally Accepted Accounting
Principles (GAAP) basis, of $7.24/share versus $1.85/share during 3Q06. D had operating revenues of $3.59
billion for the quarter versus $3.97 billion for 3Q06. The company's annual dividend is increasing to $3.16/share
from $2.84/share.

Business/Developments

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
reserves was 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 Bcf of natural gas production area in



Appalachia. Because of these sales, management announced the realignment of its business structure effective
10/1. The company's business units will now consist of Dominion Virginia Power, Dominion Generation,
Dominion Energy, and Dominion Resource Services. Recently D announced the sale of its Dresden Energy
electric generation facility to a subsidiary of American Electric Power (AEP-$47.28) for approximately $85
million. This summer's Dutch auction allowed D to repurchase 57.75 million of its common stock at a cost of $5.3
billion, equating to 16.5% of outstanding shares. The Board of Directors raised the quarterly dividend 11% to
$0.79/share on a pre-split basis, and declared a 2-for-1 stock split payable on 11/19/07.

Recent Earnings

Dominion Resources reported 3Q earnings, on a GAAP basis, of $7.24/share versus $1.85/share during 3QO06.
Operating earnings were $1.72/share compared to $1.88/share. The decrease in operating earnings was due to
lower natural gas/oil production because of the company's recent sale of its non-Appalachian exploration &
production properties, the absence of an insurance benefit received from business interruption during 3Q06, lower
production form producer services and the gas transmission businesses, and the absence of one-time gains for
excess emission allowance sales. Partially offsetting these were lower Virginia fuel expenses resulting form the
reapplication of deferred fuel accounting, improvement in the merchant generation business, lower interest
expense, and fewer shares of outstanding common stock due to a recent share repurchase program. Operating
revenue, on a quarter to quarter basis, was $3.59 billion vs. $3.97 billion. Dominion Generation produced profits
of $403 million versus $253 million while corporate expenses declined to $25 million from $66 million. Earnings
declines were seen at Dominion Delivery ($74 million vs. $78 million), Dominion Energy ($61 million vs. $102
million), and Dominion E&P ($38 million vs. $297 million). The Board of Directors recently an 11% increase
in the common stock dividend and a 2-for-1 stock split.

Our Thoughts

D is transitioning towards a reformulated business structure after selling off the majority of the E&P business. The
company's business units will now consist of Dominion Virginia Power, Dominion Generation, Dominion
Resource Services, and Dominion Energy. The sale of its E&P business produced almost $14 billion in proceeds
which D used to repurchase approximately 16% of its outstanding common stock for $5.3 billion, reduced its debt
by $3.3 billion, and increased its common stock dividend. Expect management to continue to fine tune its business
structure by exiting ventures it feels are not geared towards earnings growth. For example, D announced it was
terminating the State Line long-term power purchase sales agreement contract which management believes is more
accretive to its earnings rather than buying back additional shares. The common stock dividend was increased
11%, to $0.79/share vs. $0.71/share on a pre-split basis, with plans to achieve a 55% payout ratio by 2010.
Additionally, management gave 2008 earnings guidance of $6.10-$6.25/share followed by 6% annual earnings
growth starting in 2009. Potentially, this translates into dividend increases in the future should the company attain
6% annual earnings growth. Given expected improvements in cash flow and proceeds from its recent E&P sales D
may seek acquisitions during the next 12 months. Trading at 15x 2008 earnings guidance we maintain our
NEUTRAL rating on D.

Risks

There are no guarantees D will be able to achieve annual earnings growth of 6%. 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 rising 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.
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Massey Energy
(MEE - NYSE)

Rating: OUTPERFORM

Price and Trading Data EPS estimates - diluted
Current Price $30.57 Dec 07TE  Dec 08E
S&P 500 1508.44 1Q $0.40A $0.46
52-Week Price Range $33.26-$16.01 2Q $0.43A $0.48
Shares Outstanding (mil.-diluted) 81.7 3Q $0.27A $0.59
Market Cap (bil.-diluted) 2.50 4Q  $055 $0.60
Avg. Daily Trading Volume 2,053,720 $1.65 $2.13
12-month Target Price $31.00

3Q07 Valuation Data

Debt to Total Capital 58.9%
Book Value $9.52
Price to Book 3.2
Dividend $0.16
Current Yield 0.5%

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 billion, coal sales accounted for $1.9 billion and the remaining $310 million were derived from
freight/transportation, purchased coal, and other operations, such as royalties, rentals, gas well income, coal
handling facilities, and synfuel earnings. 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 coal. The company has 5,517 employees and 3% of its work force is unionized. MEE’s pension plan is
fully funded.

Business/Developments

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. Recently a West Virginia Circuit Court ruling allowed one of MEE's subsidiaries,
Goals Coal, to construct an additional coal silo at its facility after being legally challenged by the state's
Department of Environmental protection. MEE re-initiated its share repurchase program authorized by its Board



of Directors in 2005. This program allows for the repurchase of up to $500 million of common stock, and was
reinstated following MEE's strong cash flow growing from 4Q06's level of $239.3 million to $321.9 million during
1HO7.

Recent Earnings

Massey Energy reported 3Q07 earnings of $0.27/share vs. $0.30/share during 3Q06, which included a $0.24/share
one-time gain on the sale of reserves. 3Q07's produced coal revenues were $521.9 million, representing a 13%
increase over last year's comparable quarter. Freight/handling revenues rose to $38.4 million from $36.1 million
and purchased coal revenues increased to $25.9 million from $16.4 million. Other revenues declined to $17.2
million from $41.0 million. Produced coal revenues, on a per ton basis, were lower at $50.75 versus $51.40. The
average operating cost per ton rose to $43.26 from $42.68 as costs were impacted by various legal settlements and
indirect expenses associated with new safety regulations. MEE's operating cash margin improved to $7.49/ton
from $6.79/ton due to improved product mix as metallurgical and industrial coal tonnage sales rose 23% and 20%,
respectively. On a quarter-to-quarter comparison EBITDA declined to $96.2 million from $104.2 million due
primarily to an increase in operating expenses. Management's guidance, going forward, anticipates 2007 coal
shipments will total 40.0 million - 40.5 million tons, with average coal realization of $51.25-$51.50/ton, and
operating costs per ton to be the same as those experienced during the first 9 months of this year, or $42.07/ton.
MEE announced it was expanding Central Appalachian coal mining operations to take advantage of favorable
market conditions and increase its annual production by 8 million tons by 2010.

Our Thoughts

MEE's, and industry competitors, current earnings announcement, while not providing stellar earnings results, have
forecasted potential profit improvement in the future and have begun to pull investors back into coal stocks. This
is based on higher coal pricing down the road and the industry reducing operating costs. MEE's management
anticipates rivals will lower coal production in the Appalachian area due to mine closures. These closures and
continued world steel demand growth are bullish for coal prices, thus potentially growing MEE's revenue stream.
The company's planned expansion in Central Appalachia metallurgical coal mining is being driven by a weak US
dollar, economic growth in China, high vessel freight rates, and Australian infrastructure constraints on coal
shipments which are allowing US coal companies to compete in Europe and South America. Potentially, this
allows MEE to expand its low-cost production process and mine the large portfolio of idle reserves held by the
company. Given management guidance of coal tons produced rising from anticipated 2007 levels of 40.0 million-
40.5 million tons to 41.5 million - 43.0 million tons in 2008 and pricing per ton increasing from $51.25-$51.50 to
$54, both EBITDA and earnings could see large increases during the next 2 years. This would be predicated on
coal prices remaining stable, or rising, while MEE's cost per ton are level, or declining, We continue to rate MEE
OUTPERFORM. Our price target is $31.00.

Risks

Risks include declining coal prices, falling productivity, litigation risk, and rising labor costs. New mining
regulations could increase operating expenses. Loss of large coal 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.



Media General
(MEG - NYSE)

Rating: OUTPERFORM

EPS estimates - diluted

Price and Trading Data

Current Price $27.09 Dec 07E Dec 08E
S&P 500 1508.44 1Q  ($0.27)A ($0.11)
52-Week Price Range $43.94-$26.97 20Q $0.22A $0.41
Shares Outstanding (mil.-diluted) 22.30 3Q $0.11A $0.77
Market Cap (mil.-diluted) 604.11 4Q $0.30 $0.52
Avg. Daily Trading Volume 292,247 $0.36 $1.59
12-month Target Price $38.00
3Q07 Valuation Data

Long-Term Debt to Total Capital 50%

Book Value $38.80

Price to Book 0.7

Dividend $0.92

Current Yield 3.4%

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/Developments

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 have evolved during the past 10-15 vyears as individuals now get news from various
alternatives such as the Internet, network/cable/satellite/ TV broadcasts, hand-held devices, and other entertainment



sources. As a result, 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-$30.22) allowing MEG to use a group of
over 200 newspapers which will deliver its advertising/content to new potential 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

Media General reported 3Q07 earnings of $0.11/share vs. $0.87/share. Our estimate was for $0.19/share. The
current quarter's income took a hit from a $4.5 million operating loss generated by the SPN Plant & a large decline
in business coming from Florida. Revenues were $230.4 million versus $241 million while EBITDA was
$24.6 million compared to $25.5 million. Total operating expenses declined to $205.7 million from $215.5 million
due to lower production and selling, general, and administrative expenses. Interest expense declined to $14.9
million from $16.8 million resulting from lower debt levels. Classified advertising continued to suffer with a
revenue decline of 16.1% suffering most from a 17% fall in income from its Tampa business. While MEG's
Virginia advertising revenues were stable, Tampa Tribune's fell 33.7% caused by a slowing real estate market and
economy in Florida. In aggregate, the Community Newspaper group experienced a 6.2% decrease in classified
advertising. The Broadcast unit's profit fell 26.2% due to lower political ad spending during the just completed
quarter. The Interactive Media unit's revenues grew 31.9% to $9.7 million resulting from strong growth in MEG's
advergaming business, which was profitable for the 2nd consecutive quarter. For this unit page views and visitor
sessions increased 7.7% and 10%, respectively, excluding the associated web sites from the new NBC affiliates
acquired in 2006.

Our Thoughts

While on the surface, 3Q EPS numbers were weak, the EBITDA results showed signs of stabilization. EBITDA,
on a quarter to quarter basis, was $24.6 million vs. $25.5 million. Results were not bad given the big drop in
Florida business. A positive trigger for MEG could be a potential future sale of the SPN Plant, thus eliminating a
big drag on the company's earnings ($4.5 million this past quarter). While we don't expect much in earnings for
2007, 2008 could see a significant increase given a bottoming of the real estate markets, sale of the SPN facility,
and ad revenue increases from next year's Presidential elections/Summer Olympics. Should these factors
materialize, investor demand could increase for MEG shares. Additionally, MEG's business structure is
transitioning towards a web-assisted model as its Interactive Media unit continues to produce increased revenues
and offer profit potential in the future. This stock, trading at a 30% discount to book value, pays an attractive
dividend yield of 3.4%, rewarding patient investors seeking with current income while awaiting an earnings
turnaround at MEG. Due to 3Q's earnings results, we are lowering our 4Q07 & FY07 estimates to $0.30/share and
$0.36/share, respectively. These shares are recommended for growth/income investors seeking above average
appreciation potential. MEG is rated OUTPERFORM and our price target is $38/share.

Risks

There are no guarantees of MEG will increase revenues/profits in the future. As with all newspaper companies,
rising 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 - NYSE)

Rating: OUTPERFORM

Price and Trading Data EPS estimates - diluted

Current Price $28.11 Apr 07A Apr 08E
S&P 500 1508.44 1Q $0.22 $0.41A
52-Week Price Range $35.79-$24.40 2Q $0.40 $0.42
Shares Outstanding (mil.-diluted) 133.0 3Q $0.54 $0.58
Market Cap (bil.-diluted) 3.74 4Q $0.33 $0.46
Avg. Daily Trading Volume 1,399,900 $1.49 $1.87
12-month Target Price $41.25
1Q08 Valuation Data

Debt to Total Equity 117.7%

Book Value $21.66

Price to Book 1.3

Dividend N/A

Current Yield N/A

Company Summary

Smithfield Foods, headquartered in Smithfield VA, is the 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 meats 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 FY08, 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 $8.1 billion as of July 29, 2007.

Business/Developments

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 Morrel”, "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 believes 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. Recently SFD signed an agreement to provide 60 million pounds of pork to China. ContiGroup
Companies Inc, which already owns more than 5% of SFD stock, announced its intent to buy 1,505,000 shares of
Smithfield during the next year, increasing its overall ownership to 6.6%.

Recent Earnings

Smithfield Foods reported 1Q08 earnings from continuing operations of $0.47/share vs $0.36/share, beating street
consensus by $0.05/share. The improvement was due to higher operating profits in the pork, beef, hog, and
international operations. Total operating profit rose to $147.1 million from $99.2 million based on the increases at
SFD's operating units. Revenues improved to $3.4 billion from $2.8 billion. Pork sales rose to $2.23 billion from
$1.74 billion, Beef increased to $754.7 million from $623.7 million, and International sales declined to $246.7
million form $281.8 million. Profits from pork were higher at $26.5 million from $17.8 million, beef rose to $19.1
million from $4.9 million, and International increased to $14.9 million versus a loss of $500,000. Packaged meats
volume grew 28%, primarily from the Armour-Eckrich contributions purchased in 2006. Beef processing margins
rose, but fresh pork margins remained under pressure. Hog production rose to $605.6 million from $458.4 million
and this segment's profits increased to $93 million from $88.4 million despite higher costs and the negative impact
of circovirus. Corporate expenses declined to $17.1 million from $17.7 million, on a quarter-to-quarter
comparison. During the conference call SFD management said they expect the upcoming ham holiday season to do
well and anticipates further improvement in the beef business. While the international operations should continue
to do well problems remain with its Romanian operations after 3 of SFD's farms discovered swine fever in its
herds with expectations of a $12 million-$13 million inventory write-down during 2Q08.

Our Thoughts

SFD earnings continue to set the stage for earnings growth this fiscal year (2008) and the stock should continue to
trade between $28-$35/share. Earnings growth should materialize as its pork, packaged meats, beef, and
international operating margins improve going forward. SFD's stock is susceptible to price swings in4
commodities: PORK, BEEF, CORN, & SOYBEAN. In an effort to improve profit margins from its processed
meat operations, the company announced it was closing its plants in Lufkin, TX in 2008 and shift production to
other facilities. SFD recently signed an agreement with a Chinese distributor to deliver 60 million pounds of pork
to China, with the potential for additional future deliveries. This Chinese pork contract could provide SFD a new
avenue for potential revenue and earnings growth during the next several years. This, in addition to SFD's
expanding European markets, cost-cutting efforts, and plans to reduce debt augur well for the company's earnings
growth potential during the next few years. We currently rate SFD OUTPERFORM with a target price of $41.25

Risks

SFD's profits are very sensitive to changing commodity prices and 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, failure to comply with
Sarbanes Oxley guidelines, rising interest rates, or terrorist attacks.
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EQU

Union Bankshares
(UBSH — NASDAQ)

Rating: OUTPERFORM

Price and Trading Data

EPS estimates - diluted

Current Price $18.87 Dec 06A Dec 07E
NASDAQ Bank Index 1508.44 1Q $0.47 $0.38A
52-Week Price Range $32.10-$18.82 2Q $0.50 $0.42A
Shares Outstanding (mil.-diluted) 13.42 3Q $0.49 $0.40A
Market Cap (mil.-diluted) 253.2 4Q $0.48 $0.48
Avg. Daily Trading Volume 28,247 $1.94 $1.68
12-month Target Price $44.00
3Q07 Valuation Data

Efficiency Ratio 70.14%

Book Value $15.59

Price to Book 1.2

ROA 0.97%

ROE 10.32%

Dividend Yield 3.9%

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-seven 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-seven 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 62 institutional investors
owning 20.79% 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. Additionally, 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 $1.69
billion, and deposits of $1.66 billion as of 9/30/07. Book value was $15.59 per share as of 9/30/07.

Business/Developments

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 57 full service branch offices ranging
from the 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 ATMSs, 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 3Q07 earnings of $0.40/share compared to $0.49/share during 3Q06. The decline in profits was
due to the full quarter's worth of operating costs associated with the company's new operations center, expenses
from buying and operating six new offices, and additional loan loss provisions. Net interest income declined to
$19.35 million from $19.77 million as total interest expense rose to $16.9 million from $14.4 million. Total non-
interest income declined to $6.28 million from $7.02 million due to lower gains on securities/loans sold and lower
mortgage fees. Total non-interest expense increased to $17.98 million from $17.44 million resulting from higher
occupancy and office expenses. The higher costs from the new offices and the operations center caused UBSH's
efficiency ratio to rise to 70.14% from 65.12%. UBSH's return on assets (ROA) and return on equity (ROE)
declined to 0.97% from 1.26%, and to 10.32% from 13.54%, respectively, due to higher deposit costs and a slower
mortgage business The net interest margin was lower at 4.07% from 4.32% and UBSH management expects a
decline to 4.00% during the next quarter. Total assets grew to $2.22 billion from $2.08 billion as deposits rose to
$1.66 billion from $1.63 billion and total net loans increased to $1.69 billion from $1.56 billion. On a quarter-to-
quarter basis, provisions for loan losses declined to $432,000 from $485,000. Book value per share rose to $15.59
from $14.62.

Our Thoughts

UBSH's 3Q07's earnings were hurt by higher deposit costs, a slowing mortgage business, and higher operating
costs, a fate being encountered by many banks. The higher operating costs were a necessary evil as UBSH
increased its market presence throughout Virginia now having 57 full service branches throughout the state.
Recent cuts in interest rates by the Federal Reserve may produce a friendlier environment for UBSH and allow for
a reduction in deposit costs during the next 12 months. A softening real estate market is a systemic problem for
the banking industry and time will be needed for the stabilization in this area. With some industry experts
predicting real estate may not bottom till 2008 or 2009, credit quality of bank loan portfolios will be scrutinized
closely during the next few quarters. UBSH's credit quality looks sound as net-charge offs for 3Q07 were
$229,000 or 0.05% of average loans, and the loan-loss provision decreasing to $432,000 from $485,000 during
3Q06. As of 9/30/07 UBSH had $8.5 million in non-performing assets which included a single credit of $7.4
million. UBSH said although there has been declining real estate activity, the bank's market area has remained
stable and has seen no significant deterioration in its loan portfolio's quality. While earnings are likely to be flat-
to-down during the next few quarters, investors should look past this and focus on UBSH's 57 branch office
network in Virginia as a valuable and currently undervalued asset. These shares look attractively valued paying an
attractive dividend yield of 3.9% and trading at 1.2x book value. These shares are rated OUTPERFORM with a
target price of $44.00.

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,
rising interest rates, or negative equity markets may negatively affect UBSH shares. UBSH'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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EQU

Universal Corporation
(UVV - NYSE)

Rating: NEUTRAL

EPS estimates - diluted

Price and Trading Data

Current Price $45.90 Mar 07A Mar 08E
S&P 500 1508.44 1Q (%0.23) $0.54A
52-Week Price Range $67.03-$36.62 2Q $0.92 $0.84
Shares Outstanding (mil.-diluted) 27.13 3Q $1.17 $1.20
Market Cap (bil.-diluted) 1.25 4Q $0.66 $1.35
Avyg. Daily Trading Volume 441,927 $2.52 3.93
12-month Target Price N/A

1Q08 Valuation Data
Debt to Equity 85.6%
Book Value $30.43
Price to Book 15
Dividend $1.76
Current Yield 3.8%

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 employees 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-$71.88) and Japan Tobacco accounting for 51% of 2006 tobacco revenues.
During fiscal year 2006, UVV generated revenues of $2.1 billion. 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, cigarette, and pipe
tobacco manufacturers. Primarily, burley and flue cured tobaccos are sold to it'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 America to 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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