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Utilities versus Dow Industrials
Comparative Market Performance
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Performance to Date

Utilities shares lagged the market, as measured by the S&P 500 and the Dow Jones Industrials, year to date. The 30 Dow Jones
Industrial average declined 4%, while utilities dropped 11% as per the Philadelphia 22 Electric Stock Index. Industrials were led
by American Express (AXP-Not Rated), increasing 31%, followed by gains of 25% for IBM (Not Rated), 13% for JP Morgan
(JPM-Not Rated), 11% for DuPont (DD-Not Rated), and 8% for Disney (DIS-Not Rated). If there’s a trend in the utilities group,
it's not obvious. The best performer was Williams Cos. (WMB-Not Rated), rising 11%, perhaps in anticipation of higher natural
gas prices. Public Service Enterprises (PEG-Not Rated) gained 9%. PEG is a conservative and well run electric and gas system
that should attract risk averse investors. FPL Group (FPL-Hold), which also increased 9%, is a beneficiary of “Uncle Sam’s”
largess in subsidizing Wind generation (Production Tax Credits and Investment Tax Credits) and Solar (Investment Tax Credits).
AES Corporation (AES- Not Rated), an independent power producer, posted a 7% increase, not much of a boost considering
that AES shares are down 53% over the trailing 12-months.

This review compares year to date performance of the 30 components in the Dow Jones Industrials and the 15 Dow Utilities
according to: 1) five best and worst price changes (Tables 1 & 2), and 2) prices changes of the most and least recommended
(Tables 3 & 4). Analysts’ bias is the percentage of buy/outperform recommendations to total recommendations. Tables 5 and 6
list the components of the Dow Jones Industrials (Table 5) and the Dow Jones Utilities (Table 6), consensus 2009 and 2010
earnings estimates, analysts’ bias, dividends, yields and market capitalization.
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Table 1
Industrials & Utilities
5-Best Performers Year to Date

Column ©) (4) OO () ()
5-Best YTD EPS EPS PIE PIE Div. Yld.
Industrials 2009C 2010C 2009 2010 PS %
Amer. Exp. 0.85 1.24 285 195 0.72 3.0
IBM 9.11 9.96 115 106 2.20 2.1
JP Morgan 152 2.74 235 130 0.20 0.6
DuPont 1.76 2.09 16.0 135 1.64 5.8
Disney 1.69 1.88 145 13.0 0.35 14
Average 2.99 3.58 146 121 1.02 2.3
Utilities
Williams 0.76 1.06 211 151 0.44 2.7
PS Ent. 312 3.18 10.2 100 1.33 4.2
FPL Group 4.23 4.78 129 114 1.89 35
AES Corp. 1.05 115 84 7.7 0.00 0.0
NiSource 1.05 1.10 103 9.8 0.92 8.5
Average 2.04 2.25 120 10.8 0.92 3.8
Source: Consensus Bloomberg Financial Service

Worst Performers

The Industrials’ worst performer was General Motors (GM-Not Rated-minus 61%), whose fate (bankruptcy) should be decided
shortly. Other poor performers include CitiGroup (C-Not Rated-minus 44%) and Bank of America (BAC-Not Rated-minus 22%).

The Dow Utilities’ steepest decline was posted by Southern Co (SO-Hold-minus 24%), trailed closely by American Electric Power
(AEP-Hold-minus 22%). Both Southern and AEP, along with Duke Energy (DUK-Hold) have significant rate exposure should
Congress adopt climate legislation and auction emission credits. Exelon Corp. (EXC-Buy), primarily a commodity-based nuclear
generator, posted a year-to-date 15% price drop. Lower natural gas prices forced analysts, with management guidance; to pare
2011 earnings forecasts from $6.00-plus a share to the $4.50 a share area.

Table 2
Industrials & Utilities
5-Poorest Performers Year to Date

Column Q@ (3) (4) (5) (6) (7)
5-Worst YTD Price Yt | EPS EPS  PE PE | Div.
Industrials 526 % [2009C 2010C 2009 2010 | PS
GM 1 61) |[-3021 803 0.0 02 [0.00
Citi 4 44) | -062 -001 -60  -3142 |0.00
Bank Amer. 11 22 059 120 186 91 [0.04

21

19

Caterpillar 35 1.19 1.59 29.7 22.2 1.68
Alcoa 9 -1.00 0.39 -9.2 23.5 0.12
Average 12 -6.01  -0.97 -2.0 -12.4 0.37
Utilities
Southern 28 2
Amer Elect. 26 2
First Engy 38 2

2

1

4 2.39 2.52 117 11.1 1.75

2 2.83 3.02 9.1 8.6 1.64

2 381 3.52 9.9 10.7 2.20

CentPt 10 0 1.10 121 9.1 8.3 0.76

Exelon 47 5 4.13 4.02 115 11.8 2.10

Average 30 2.85 2.86 10.5 10.4 1.69
Source: Consensus Bloomberg Financial Service
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Most Recommended

Hewlett Packard (HPQ-Not Rated) has the highest favorability percentage rating (85% - 28 buys - 5 holds) among the Dow
Industrials. Other highly recommended companies look like a “who's who” of defensive investment: Coke (KO-Not Rated),
Walmart (WMT-Not Rated), Pfizer (PFE-Not Rated) and Johnson & Johnson (JNJ-Not Rated). Coke was the lone outperformer
at plus 4% versus the Dow Jones average of minus 4%. In the utilities sector, Williams Cos.’ 11% increase far outpaced the
11% decline registered by the Philadelphia Index. AES Corp increased 7% but that rebound is overshadowed by a 12-month
decline of 53%.

Table 3
Industrials & Utilities
5-Most Recommended

Column ©) (4) ©) (6) () (©)
5-Most EPS EPS PIE PIE Div. Yld.
Industrials 2009C  2010C 2009 2010 PS %
Hewlett-Pack. 35 3.74 4.10 9.3 8.5 0.32 0.9
Coke 47 3.04 3.33 155 14.2 1.64 35
Walmart 50 3.55 3.88 14.2 13.0 1.09 22
Pfizer 15 1.95 2.25 7.7 6.7 0.64 43
JNJ 55 4.50 4.87 12.3 113 1.96 3.6
Average 41 3.35 3.69 12.1 11.0 1.13 2.8
Utilities
Williams WMB | 16 0.76 1.06 211 15.1 0.44 2.7
Exelon EXC | 47 (15 413 4.02 115 11.8 2.10 4.4
AES Corp. AES 9 7 1.05 115 8.4 7.7 0.00 0.0
Amer. Elect. AEP | 26 (22) 2.83 3.02 9.1 8.6 1.64 6.3
CentPt CNP | 10 (20 1.10 1.21 9.1 8.3 0.76 7.6
Average 22 1.97 2.09 11.0 10.3 0.99 4.6
Note: Highlighted numbers indicate outperformance. Consensus numbers - Bloomberg

Least Recommended

Nobody likes General Motors. Not a whole lot of analysts like American Express, but it is the only one among the five to
outperform the Dow Industrials year to date, rising 31% compared to a 4% drop for the average. In the utilities sector, three of
the five outperformed the Philadelphia Index decline of 11%, Con Edison (ED-Hold-minus 9%), NiSource (NI-Not Rated-minus
2%) and Duke Energy (minus 8%).
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Table 4
Industrials & Utilities
5-Least Recommended

Column Q @ ©) (4) ©) (6) (7)
5-Least Price  Ytd EPS EPS PIE P/IE Div.
Industrials SYM [ 5/26 % 2009C 2010C 2009 2010 PS
GM GM 1 -30.21 -8.03 0.0 0.2 0.00
Amer. Exp. AXP 24 0.85 1.24 28.5 19.5 0.72
Citi C 4 -0.62 -0.01 -6.0 -314.2 0.00
GE GE 13 1.00 0.94 135 14.2 0.40
Alcoa AA 9 -1.00 0.39 -9.2 23.5 0.12
Average 10 -6.00 -1.09 -1.7 9.5 0.25
Utilities
Con. Ed ED 36 3.16 332 11.3 10.7 2.36
NiSource NI 11 1.05 1.10 10.3 9.8 0.92
Southern SO 28 2.39 2.52 11.7 111 1.75
Dominion D 3 3.23 3.28 9.7 9.6 1.75
Duke DUK 14 1.21 1.30 114 10.6 0.92
Average 24 2.21 2.30 10.8 104 1.54
Note: Highlighted numbers indicate outperformance. Consensus numbers - Bloomberg
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Table 5
Dow Jones Industrials
Comparative Market Data

Column (5) 6 (M (8
Mkt.

EPS EPS
Company 2009C 2010C | %
3-M 3.85 4.26 58
Alcoa -1.00 0.39 29
Amer. Exp. 0.85 1.24 17
ATE&T 2.08 2.27 68
B of A. 0.59 1.20 52
Boeing 4.61 4.49 30
Caterpillar 1.19 1.59 32
Chevron 4.37 7.09 56
Citi 062 001 | 18
Coke 3.04 3.33 76
Disney 1.69 1.88 45
DuPont 1.76 2.09 41
Exxon 3.93 5.80 47
GE ) 1.00 0.94 22
GM ( 3021  -8.03 0
Hewl.-Pack 3.74 4.10 85
Hm. Depot 1.40 1.55 48
IBM 9.11 9.96 71
Intel 0.55 0.87 63
JNJ 4.50 4.87 74
JP Morgan 152 2.74 61
Kraft 191 2.06 41
McDonalds 3.81 4.17 60
Merck 3.23 3.43 50
Microsoft 4 171 1.83 74
P&G 3.66 3.93 45
Pfizer 1.95 2.25 75
Utd. Tech. 4.07 4.43 74 | 50
Verizon (13) 2.54 2.69 55 | 84
Walmart 3.55 3.88 76 | 197
Average 1.48 2.71 71 91
Source: Bloomberg Financial Service
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Table 6
Dow Jones Utilities
Comparative Market Data

©) ® M _©® (© (10
Mkt.
EPS EPS Val. | PE PIE
Company 2009C  2010C | % [ $-bil | 2009 2010
AEP 2.83 302 [ 71 12 91 86
AES 1.05 115 | 71 0.6 84 17
CentPt 1.10 121 | 67 04 91 83
Con. Ed ED 3.16 332 | 14 1.0
Dominion D 3.23 328 | 25 19 9.7 96
Duke DUK 121 130 | 25 18
Ed. Int'l. EIX 3.05 352 | 50 0.9 96 83
Exelon EXC 413 402 | 75 31
FirstEgy. FE 3.81 3.52 33 1.2 9.9
FPL Gr. FPL 4.23 478 | 55 2.2
NiSource NI 1.05 110 | 18 0.3
PG&E PCG 3.18 341 | 56 13
PS Ent. PEG 312 318 | 62 1.6
Southern SO 2.39 2.52 24 2.2
Williams ~ WMB 0.76 1.06 | 82 0.9
Average 2.55 269 | 47 15

ource: Bloomberg Financial Service




Analyst’s Certification

I 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 | have not been and will not be receiving direct or
indirect compensation in exchange for expressing the specific recommendations in this report.

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 15% 0%
Hold 85% 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.

Capital Management Associates holds positions in the common shares and/or fixed income securities of 3M Company, AES
Corporation, Alcoa Inc., American Electric Power, American Express, AT&T Inc., Bank of America, Boeing Company, Caterpillar
Inc., Centerpoint Energy, Chevron, Citigroup Inc., Coca Cola, Consolidated Edison, Disney, Dominion Resources, Duke Energy,
Du Pont, Edison International, Exelon Corporation, Exxon Mobil, FPL Group Inc., General Electric, General Motors, Hewlett
Packard, Home Depot, IBM, Intel, Johnson & Johnson, JPMorgan Chase, Kraft Foods, McDonald’s, Merck, Microsoft, NiSource
Inc., Pfizer, Procter & Gamble, Public Service Enterprises Group, Southern Company, United Technologies, Wal Mart, and
Williams Companies 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.




Other Disclosures and Disclaimers, continued

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.




