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Price (intra-day) 90
52-week range 108-77
Book value (12/31/07) 29.26  306% pib Performance
Earnings - ongoing Constellation

2005 actual 2.89 310 ple Phila. 22 Index
2006 actual 3.61 24.8 Dow Industrials
2007 actual 4.60 19.5 Shares-millions
2008 Consensus 5.67 15.8 Equity Value - $Bil.
2009 Consensus 6.45 13.9 Analyst Coverage
Dividend 1.91 2.1% Yield

Price — Earnings Overview

Back in a January 31, 2007 analysts meeting, E. Follin Smith, then Executive Vice President and Chief Financial Officer, offered
a market valuation approach for Constellation Energy using EBITDA multiples (income before interest, income taxes,
depreciation and amortization) of selected peer companies. At Constellation Energy's “Analysts Day” presentation in August,
John Collins, the new Chief Financial Officer, reaffirmed Smith’s approach. Not surprisingly, this approach created a significantly
higher value than current market. In a report issued in September 2007, we calculated a market value of CEG at anywhere from
$104 to $156 a share. In its January 2008 presentation management omitted peer comparison analysis as well as equity and
potential return ranges for the components of the non-regulated businesses segments.

Management compared fleet generation to merchant generators Mirant (MIR-not rated), NRG Energy (NRG-not rated) and
Reliant Energy (RRI-not rated). Customer-Serving retail and wholesale competitive businesses were compared to specialty
insurers Berkley (BER-not rated), James River Group (merged with a subsidiary of Franklin Holdings in December), Kingsway
Financial (KFS-not rated), RLI Corp. (RLI-not rated) and White Mountain Insurance (WTM-not rated). Risk management and
investing (RMI) was linked to the merchant banks Bear Sterns (BSC-not rated), Goldman Sachs (GS—not rated) and Lehman
(LEH-not rated). For regulated earnings, management suggested the price/earnings multiples of Duke (DUK-Hold), Energen
(EGN-not rated), Nstar (NST-not rated), PG&E (PCG-not rated) and Southern Co. (SO-Hold).
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Table 1 takes the peer companies and lists their consensus 2008-9 earnings per share and price/earnings estimates and year-to-
date and trailing 12-month price performances. The companies differ from the initial peer group as James River was removed
and Bear Stearns replaced by Morgan Stanley (MS-not rated).

Table 1
Constellation Energy
Peer Group Comparisons

Column ) ) ©) 4) ©) (6) () ©)
Intra-
Day Price Shs.
Company 412 %-ytd.  %-1Yr. [ 2008 2009 il.
Fleet
Mirant [ 37 (12) 2.99 3.58
Nrg 40 10 2.20 2.72
RRI [ 24 0.97 1.37

Group 34 2.05 2.56
Specialty Ins.
Berkley Corp 29 3.73 3.72
Kingsway Fin. 12 1.61 1.86
RLI Corp. 51 4.45 4.39
White Mtn. Ins. 32.70  34.90

Group 10.62  11.22
Merchant Bks.
Morgan Stanley 5.66 6.57
Goldman Sachs ( 16.60  20.77
Lehman Bros. 4.81 6.61

Group 9.02 1131
Utilities
Duke (10 1.26 1.35
Energen (3) 4.26 4.63
Nstar (14) 2.22 2.36
PG&E (12) 2.96 3.20
Southern Co. (6) (1) 2.31 2.45

Group (8) (4) 2.60 2.80

Source: Bloomberg

Management earnings guidance remains $5.25 to $5.75 a share for 2008 and a 15% to 20% increase (implied $6.17 to $6.76 a
share) in 2009. Utility earnings are forecast at $0.65 to $0.75 a share in 2008, leaving non-regulated profits of $4.60 to $5.00 a
share. Table 2 takes a simple approach at valuing CEG shares. Column 1 assumes earnings of $5.75 a share, the high end of
management’s guidance, including regulated earnings of $0.75 a share. Regulated market value based on the 14.3 P/E works
out to $10.76 a share. If for the sake of this exercise (we have not refined the components of non-regulated operations since
September 2007) non-regulated earnings of $5.00 a share are capitalized at 16.4 times (the average of the higher P/E merchant
generators) the value contribution is $81.84 a share for a consolidated $92.60 a share. If the same exercise is applied to 2009,
the value range is $88.87 to $81.14 a share with an $85.01 mid-point. Our estimated 12-month trading range is $86-$96.
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Table 2
Valuation Based on Peer Price/Earnings

Column 1) ) ©) 4)

CEG

Earnings Per Share
Utility EPS
Price/Earnings
Value

Non-utility EPS
Gen P/E

Value

Consolidated

Recommendations & Holders

According to Bloomberg Financial Service, Constellation Energy has 12 active sell-side recommendations, including 6 buys, 6
holds and 0 sells. Buy or the equivalent ratings are maintained by Credit Suisse, Deutsche Bank, CitiGroup, UBS, B of A and
Lehman.

The company’s 10-largest holders account for 67 million shares, 37% of outstanding shares.

Table 3
Largest Shareholder Profile
December 31, 2007

Shares Shares
Institution Mil Institution Mil
Barclays Global 11.7 | State Street Corp. 6.0
Fidelity 10.9 | Vanguard 5.3
AXA 9.2 | Capital World 4.0
Franklin 7.0 Bank of NY 3.7
Janus 6.1 | TIAACREF 34

Total 67.3
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Analyst’s Certification

| Raymond E. Moore certify that the views expressed in this research report accurately reflect my personal views about the
subject companies and their securities. | also certify that 1 have not been and will not be receiving direct or indirect
compensation in exchange for expressing the specific recommendations in this report. Other Constellation Energy reports
issued by me are: 2/24/06 ($58) - Hold; 1/9/06 ($58) - Hold; 9/13/05 ($60) — Hold; 5/12/05 ($54) - Hold; 1/26/07 ($71) - Hold;
9/27/07 ($87) — Hold.

Important Disclosures

Guide to Investment Ratings:

Buy Total return is expected to exceed significantly the average total return of the analyst’s industry coverage universe over the
next 12 months.

Market Perform & Hold Total return is expected to equal the average total return of the analyst’s industry coverage universe
over the next 12 months.

Sell Total return is expected to significantly under perform (15% plus) the total return of the industry coverage universe over the
next 12 months.

Analyst's Ratings Distribution

% Investment Banking
Buy 17% 0%
Hold 83% 0%
Sell 0% 0%

The principal risks to the achievement of our price targets include general market trends, disappointing earnings and lower
energy prices and adverse regulatory developments

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.
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Important Disclosures, continued

Capital Management Associates holds positions in the common shares of White Mountain Insurance, Lehman Brothers, Duke
Energy, Energen, and Southern Co. 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 is a risky 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 receive it.
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 a financial adviser.
The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives.

This report 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.




