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Speaker: Bob Cummins |Rating: Strong Buy|

Food Industry Comment:
ConAgra Foods (CAG-$21.50)

Dividend/ Shares 12-Mo.  12-Mo.
F2008 F2009(b) F2010E Yield Out. (mil.) Range Target
EPS (a) $1.11 $1.51 $1.75 $0.80 443.2 $23-$14 $26-$27
P/E - - 12.3x 3.7%

(8) May fiscal years. Excludes nonrecurring gains and charges. Continuing operations.
(b) 53 weeks.

ConAgra Foods, like other food manufacturers, has experienced declining profit margins and
disappointing earnings over much of the past two years, reflecting unprecedented increases in
both food and non-food commodity prices. More recently, however, the company has responded
forcefully by raising prices for its products, while input costs have declined sharply, reflecting
favorable growing conditions and a weak economy. As aresult, EPS in the May quarter more
than doubled, and they increased 41% in the August period.

While at some point year-to-year earnings increases will slow, we look for continuing favorable
results over the next several quarters. Having struggled to raise prices in an inflationary
environment, we doubt that management will be eager to roll them back. The key agricultural
commodities that we monitor are currently trading 30% below a year ago, on average, and in
several cases well below two years ago, with little evidence of a recovery. CAG’'s most
important brands appear to be performing well, and the company is using excess cash to
repurchase shares. While F2010 will include one less week, management’s EPS guidance of
$1.70, up $0.19, looks conservative considering that the company is already $0.11 ahead of last
year after a strong first quarter. Moreover, the valuation and dividend yield remain attractive.
We are maintaining our “1” (Strong Buy) rating, and raising our 12-month target price from $23-
$24 to $26-$27.

(Continued)

See page 11 for Analyst's Certification, pages 11-12 for Important Disclosures and
pages 12-13 for Other Disclosuresand Disclaimers




(Continued)

Table 2 summarizes the quarterly performances of ConAgra’s two business units since F2006.
In the first quarter ended August, the larger of the two, Consumer Foods, posted a modest 1%
increase in sales, but operating profits excluding one-time items rose by an impressive 43%,
reflecting cost reduction steps, improved mix and pricing, and lower input costs. The Consumer
profit margin rose by a dramatic 390 basis points, from a depressed 9.5% in the year-ago period
to a more normal 13.4% of sales. We expect continued favorable profit comparisons over the
balance of F2010, albeit |ess dramatic ones.

The smaller of the two divisions, Commer cial Foods, is an important supplier of potato products
to restaurants, and thus is seeing an impact from the weakness in that industry, related to the
economy. On the other hand, the company’s flour milling operations earned minimal profits a
year ago due to high grain prices, and saw a healthy year-to-year profit improvement in the
August quarter. Commercial Foods reported a 9% sales decline for the period, reflecting a pass-
through of lower wheat prices, but profits rose 9%, and the profit margin, which was an
unusually low 10.7% of sales ayear ago, recovered to a more normal 12.8%.

As shown by Table 1, sales for the company as a whole declined 3% in F1Q, but gross profit
rose 15%, operating profit increased 24%, and net income after interest expense, income taxes
and equity earnings rose by a healthy 34%. Average shares outstanding declined 5% as a result
of the company’s ongoing buyback program, and thus EPS rose 41% to a record $0.38, versus

$0.27 ayear ago. The operating profit margin expanded by 230 basis points, to 10.1% of sales,
up from a depressed 7.8% a year ago.
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Analyst’s Certification

| Robert J. Cummins certify that the views expressed in this research report accurately reflect my
persona views about the subject companies and their securities. | also certify that | have not
been and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendations in this report. Other ConAgra Foods reports issued by me are:
1/23/06 ($20.85) — Strong Buy — Target $28-$30; 3/21/06 ($19.95) — Buy — Target $22-$23;
10/19/06 ($25.70) — Buy — Target $28-$29; 1/9/07 ($27.40) — Buy — Target $31-$32; 3/28/07
($24.60) — Strong Buy — Target $31-$32; 7/17/07 ($27) — Strong Buy — Target $31-$32; 9/26/07
($25.50) — Strong Buy — Target $31-$32; 1/7/08 ($23.15) — Strong Buy — Target $29-$30;
4/3/2008 ($24.20) — Strong Buy — Target $29-$30; 7/16/08 ($21) — Strong Buy — Target $29-
$30; 10/2/08 ($20) — Strong Buy — Target $27-$28; 10/7/08 ($19.3) — Strong Buy — Target $27-
$28; 1/9/09 ($16.80) — Strong Buy — Target $23-$24; 5/6/09 ($18.10) — Strong Buy — Target
$23-$24.

Important Disclosures

Guideto Investment Ratings and Target Prices:

Strong Buy ("1"). The stock's total return is expected to exceed significantly the average total
return of the analyst's industry coverage universe over the next 12 months.

Buy (" 2"). The stock's total return is expected to exceed the average total return of the analyst's
industry coverage universe over the next 12 months.

Hold (Neutral) (" 3"). The stock's total return is expected to equal the average total return of the
analyst's industry coverage universe over the next 12 months.

Sell ("4"). The stock's tota return is expected to be below the average tota return of the
analyst'sindustry coverage universe over the next 12 months.

Analyst’ s Ratings Distribution

% Investment Banking
Buy* 63% 0%
Hold | 37% 0%
Sl 0% 0%

*Includes companies rated “ Strong Buy” and “Buy.”

Unless otherwise specified, the time frame for price targets included in this report is 12 months.
Our target prices are based on projected earnings for the following calendar year, and an
assumed price/earnings ratio in line with the company’s historical valuation or those of other

companies with similar businesses and prospects.

The principal risks to the achievement of our price targets, in addition to general market trends,
are disappointing earnings and a lower than expected price/earnings ratio.
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Important Disclosures, continued
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The analyst and his household members hold positions in the common shares of ConAgra Foods,
Del Monte Foods, General Mills, H.J. Heinz, Kraft Foods, PepsiCo, J.M. Smucker, Sysco,
TreeHouse Foods and United Natural Foods in various accounts.

Capital Management Associates holds positions in the common shares of ConAgra Foods, Del
Monte Foods, Genera Mills, H.J. Heinz, Kraft Foods, PepsiCo, J.M. Smucker, Sysco, and
TreeHouse Foods in managed accounts.

Neither Shields nor a director, officer or the research analyst has received any compensation for
products or services from the subject company in the past 12 months.

Other Disclosures and Disclaimers

This research report and recommendations agree with the personal opinion of the analyst who
prepared this report.

Any financial interest that the research analyst or member of the analyst’ s household or any other
individual directly involved with the preparation of this report has in the subject company, has
been disclosed in the Important Disclosures section.

Investing isarisky activity and can lead to substantial losses. This report does not provide
individually tailored investment advice. It has been prepared without regard to the individual
financial circumstances and objectives of persons who receiveit. The securities discussed in this
report may not be suitable for all investors. Shields & Company recommends that investors
independently evaluate particular investments and strategies, and encourages investors to seek
the advice of afinancial adviser. The appropriateness of a particular investment or strategy will
depend on an investor’ sindividual circumstances and objectives.
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Other Disclosures and Disclaimers, continued

Thisreport is not an offer to buy or sell any security or to participate in any trading strategy.
Shields & Company and/or its employees not involved in the preparation of this report may have
investments in securities or derivatives of securities of companies mentioned in this report, and
may trade them in ways different from those discussed in this report. Derivatives may be issued
by Shields & Company or associated persons. The firm does not make a market in the shares of
the companies mentioned, has no relationship with them, and has not received any compensation
from them.

Shields & Company makes every effort to use reliable, comprehensive information, but we make
no representation that it is accurate or complete. We have no obligation to tell you when
opinions or information in this report change apart from when we intend to discontinue research
coverage of a subject company.

Reports prepared by Shields & Company and its research personnel are based on public
information. Facts and views presented in this report have not been reviewed by, and may not
reflect information known to, professionals in other business areas.

Shields & Company research personnel conduct site visits from time to time but are prohibited
from accepting payment or reimbursement by the company of travel expenses from such visits.
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