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Janney's Best Equity Ideas for 2010 - Mid-year Update

At the start of the year we published our first list of Janney’s Best Equity Ideaa, compilation of our
analysts© top picks for the year. With this Mid-year Update we are pleased to report that our list, on
average, has significantly outperformed the market through June 30. While we can't claim the clean
victory of a positive return, our 2Best Ideas® average portfolio total return of (1.7%) beat the S&P
500 total return of (6.6%) by more than 490 basis points.

At the mid-year point, we have asked each originally participating analyst to update his Best Idea
pick. Each senior publishing analyst made his selection with a twelve month time horizon and an
average level of risk tolerance in mind. Many January choices remain in the lineup, and a few have
been switched out.

We continue to strengthen our impressive research team and are introducing here the top picks of
the four analysts who joined us in 2010. These picks are included in the Best Idea list as of June
30:

" Ryan Connors joined our Water Franchise, introducing coverage in April of several interesting
infrastructure companies. His Best Idea pick is Watts Water Technologies (WTS). Evidence is
mounting that we are reaching a positive inflection point in commercial construction. Should this
in fact be the case, WTS is positioned for margin expansion as revenues recover.

“ John San Marco initiated coverage of the Consumer Household and Personal Care group in
May. He adds Herbalife's (HLF) to the list. HLF's direct selling model and strong portfolio of
weight management products is ideally positioned to benefit from both the current environment
of under-employment and the obesity epidemic.

" In June Janney deepened our Technology coverage with the additions of Nick Aberle in the
Semiconductor space and Bill Fearnley in PC & Enterprise Hardware. Nick sees Volterra
(VLTR) outperforming its peers as it gains market share and benefits from a strong product
cycle. For Bill Fearnley's choice of Apple (AAPL), the company's product design and
engineering prowess will continue to drive the company and the stock.

Janney’s Best Equity Ideasmains an interesting and varied list of investment recommendations that
we believe will continue to provide excess returns for our clients. We encourage you to talk with
your Janney sales person for details on our theses.

Sincerely,

Gary Schatz

Research Analyst Certifications and Important Disclosuresare on pages 47 - 48 of this report.
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Gary Schatz, Director of Research Total Return of the Best Ideas Portfolio to 6/30/2010
gschatz@janney.com
215-665-6234 M arket Price 12/31/2009 Total
Company Ticker Cap 12/31/2009 Yield Retur n
ACE Limited ACE $17,434.30 $50.40 2.10% 2.70%
AFLAC Inc. AFL 20,036.30 $46.25 2.40% -6.60%
Burger King Holdings Inc. BKC 2,285.00 $18.82 1.30% -9.90%
Clean Energy Fuels Corp. CLNE 907.6 $15.41 0.00% -3.00%
Cogdell Spencer Inc. CSA 333.3 $5.66 7.10% 22.70%
Compass Diversified Holdings CoDI 561.5 $12.76 10.70% 10.40%
Cognizant Technology Solutions CTSH 14,988.90 $45.33 0.00% 10.40%
Entertainment Properties Trust EPR 1,769.70 $35.27 7.40% 11.40%
First Horizon National Corp. FHN 2,617.30 $13.40 0.00% -12.20%
GSI Commerce Inc. GSsIC 1,788.90 $25.39 0.00% 13.40%
Green Mountain Coffee Roasters Inc. GMCR 3,381.50 $27.16 0.00% -5.40%
Intuit Inc. INTU 10,921.80 $30.73 0.00% 13.10%
Investors Bancorp Inc. ISBC 1,507.40 $10.94 0.00% 19.90%
Loews Corporation L 13,940.10 $36.35 0.70% -8.00%
Net 1 Ueps Technologies Inc. UEPS 608.5 $19.40 0.00% -30.90%
Nordson Corporation NDSN 1,913.60 $61.18 1.20% -7.80%
RadioShack Corp. RSH 2,446.20 $19.50 1.30% 0.10%
Ralcorp Holdings Inc. RAH 3,008.20 $59.71 0.00% -8.20%
South Jersey Industries, Inc. Sl 1,283.30 $38.18 3.50% 14.30%
Stanley Black & Decker, Inc. SWK 8,103.20 $51.51 2.60% -0.80%
TetraTech Inc. TTEK 1,210.20 $27.17 0.00% -27.80%
TiVo Inc. TIVO 852.3 $10.18 0.00% -27.50%
WMS Industries Inc. WMS 2,274.80 $40.00 0.00% -1.90%
Powershares DB Agriculture Fund DBA 2,307.80 $26.44 0.00% -9.30%
Total -1.70%
S& P500 SPX -6.60%
Delta 4.90%
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Netl UEPS Technologies, Inc.

(UEPS) BUY

Thomas C. McCrohan

tmccrohan@janney.com

215-665-6293

Leonard A. DeProspo, CFA

Ideprospo@janney.com

215-665-4559

Key Metrics
Price: $13.41

Fair Value Estimate:

52-Week Range:

Market Cap (MM): $609
2009A § 2010E g 2011E
FYE:June  $1.48 $1.95 $1.70
Prior EPS: NC NC
P/E Ratio: 9.1x 6.9x 7.9x
Quarterly:
Q1 $0.39 $0.45A $0.40
Q2 $0.36 $0.51A $0.43
Q3 $0.34 $0.51 $0.43
Q4 $0.39 $0.49 $0.45
EBITDA
2009A § 2010E g 2011E
FYE:June  110,517.0125,409.097,031.0

$22.47-$12.36

$25.00
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Net 1 UEPS - Best Idea

Net 1 UEPS has developed smart card payment technology, which affords less
developed governments around the world a cost effective means to distribute aid to its
citizens. Net 1's solution is best suited for regions characterized as highly un-banked,
predominately cash-based, and lacking an internal telecommunications infrastructure
to support more traditional forms of electronic payments. The company’s smart-card
technology is used widely in South Africa to distribute social welfare grants to 3.5
million recipients and is beginning to be deployed in neighboring African countries,
such as Ghana, Malawi, and Namibia. More recently, the company has demonstrated
an ability to enter new markets both within and outside of Africa, such as Iraq and
Russia. Entering new markets is an important aspect to our investment thesis, as we
believe these new growth opportunities will help diversify revenues.

* Attractive margins and cash flow. The company generates over 50% pre-tax
margins in its transaction processing business due to high degrees of operating
leverage and minimal capital expenditure requirements. The company’s cash balance
was very strong at $184 million for the most recent period end. Over the past five
years, UEPS generated free cash flow of $525 million.

® SASSA contract renewal a risk worth taking. The company processes pension
and welfare payments for the South African Social Security Agency (SASSA),
which generates approximately 65% of total revenues. The contract has been
extended on one-year terms in each of the past 3 years, but in March of this year,
SASSA extended their contract with Net 1 by 3 months, and on June 30th,
management announced that they are operating without any contract as negotiations
are ongoing. Netl's role in helping SASSA distribute social welfare grants
throughout the country is critical, and superior to alternative solutions in terms of
safety, useability and accessability. We believe a price concession will be awarded
SASSA, and in return, Net 1 will continue to play a critical role in the distribution of
social aid (through their safe, secure and elegant smart card technology) in South
Africa.

¢ Upside to estimates from share buybackNetl recently increased its buyback
authorization to $100 million. While we assume no buyback in our model, there is
an additional $0.15 per share of upside to our FY 2011 estimate if this buyback
program is fully exhausted. The company ended March 31st with $184 million of
cash on hand (>$4.00 per share).

* Valuation remains compelling. The shares are trading at a significant discount to
other payment processors due to the customer concentration risk and concerns over
the company’s contract with SASSA. The discount is too severe. In our view. Netl's
technology and payment processing infrastructure is superior when compared to
alternatives, including delivery through South Africa's Post Offices. Relative to the
Post Office, Netl’'s solution is more affordable, safer, and more accessible. The
shares are trading at only 7.9x our FY 2011 EPS estimate of $1.70 per share.
Adjusted for $4.00 per share of cash on hand, the forward P/E multiple drops to only
5.5x. Our 12-month fair value of $25 represents a forward P/E of 14.7x.
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TIVO
(TIVO) BUY
Tony Wible, CFA

twible@janney.com
215-665-6529

Price: $7.38
Fair Value Estimate: $17.00
52-Week Range: $18.93-$7.05
Market Cap (MM): $852

2010A § 2011E j§ 2012E
FYE: Jan $(0.21) $(0.67) $(0.76)
Prior EPS: NC NC
P/E Ratio: NA NA NA
Quarterly:
Q1 $(0.04) $(0.13)A $(0.17)
Q2 $(0.03) $(0.15) $(0.18)
Q3 $(0.05) $(0.19) $(0.19)
Q4 $(0.09) $(0.21) $(0.21)
Adjusted EBITDA ($M)

2010A j| 2011E j§§ 2012E
FYE:Jan  10.3 (44.6) (54.3)
Revenue (M)

2010A @ 2011E § 2012E
FYE: Jan $239.4 $223.1 $210.9
Quarterly:
Q1 $54.9 $61.4A $55.8
Q2 $57.4 $53.3 $50.3
Q3 $58.7 $52.5 $50.5
Q4 $68.5 $55.8 $54.3
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TIVO - Our Top Pick

TIVO remains our top pick as the en banc and USPTO review of it IP has created a
more complex set of scenarios that ultimately creates a more attractive risk/reward as
investors struggle to see the value in the name without its 389 patent. After thoroughly
reviewing patent law, USPTO Board statistics, TIVO's latest rejection, and other
patent cases, we believe TIVO faces an equal probability its patent claims are upheld
or reversed. However, the street continues to assign no value/ probability of a
favorable outcome that we believe could put TIVO in its strongest position to date.
Furthermore, the company may be considered an acquisition candidate and may
negotiate new deals that reinforce our view that TIVO is not reliant on its patent
portfolio to win new business. We maintain our Buy rating and $17 target based on a
probability weighted sum of the parts analysis.

* New MSO Opportunities—TIVO is ramping new deals with DTV, RCN, and Virgin
in late 2010 and into 2011. These new MSO deals should start to offset the legacy
attrition from the old DTV deal. We have conservatively assigned little to deals until
they start to ramp, which could provide for upside to numbers.

* International Growth—TIVO has won business in Mexico, Australia, and Europe
and could be poised to sign new deals abroad. We would note that the Virgin Media
deal is ostensibly outside the scope of the US patent issues and suggests that large
operators see value in the product outside of litigation concerns.

e Litigation Catalysts—The USPTO review of TIVO’s 389 patent will drag on for
years, but will have no bearing in the current legal proceeding with DISH. We
believe that may help TIVO curtail future litigation and culminate this long running
patent dispute. As the November hearing nears, we expect event driven funds, which
have historically taken long positions in TIVO, to return to the name.

* M&A Potential—TIVO is sitting at the cross roads between IPTV, interactive
advertising, and other powerful media trends. Its exposure to these issues, combined
with its patent portfolio could make it an attractive acquisition candidate for
technology companies looking to build a presence in the living room (GOOG,
MSFT, CSCO)—especially if those companies take a similar view of TIVO’s
probability of victory in the USPTO and en banc reviews.
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GSI Commerce

(GSIC) BUY

Shawn Milne

smilne@janney.com

415-981-9539

Price: $28.80
Fair Value Estimate: $35.00
52-Week Range: $31.35-$13.95
Market Cap (MM): $1,788
Adjusted EBITDA ($M)

2009A B 2010E g 2011E
FYE: Dec 106.4 145.3 180.7
P/E Ratio: 45.0x 20.0x --
Quarterly:
Q1 9.3 17.4A 21.6
Q2 9.3 12.0 19.6
Q3 121 14.5 24.7
Q4 75.7 101.4 114.7
Revenue (M)

2009A B 2010E g 2011E
FYE: Dec $1,004.2 $1,365.5 $1,523.7
Quarterly:
Q1 $196.5 $272.6A $295.0
Q2 $187.2 $261.2 $294.2
Q3 $190.3 $262.0 $295.8
Q4 $430.2 $556.6 $638.7
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Positioning as the 2Big Blue® of eCommerce

GSIC remains our top pick for 2H 2010. We believe recent investments in new talent
and service/product capabilities are beginning to position GSI Commerce as the Big
Blue of E-commerce. GSI is increasingly offering a “matrix” of E-commerce and
interactive marketing services which broadens its market opportunity especially with
larger retailers. We expect 25% FCF growth over the next 2-3 years driven by: 1)
growth in core E-commerce services including new partners and improved comp
growth; 2) rapid growth in IMS; 3) International expansion; and 4) incremental
contribution from Consumer Engagement services (Rue La La). GSIC is currently
trading at 11x our FY11 EBITDA estimate of $181M and 16.5x our FY1l FCF
estimate.

* Positioning as the “Big Blue” of E-commerce.We believe recent investments in
new talent and service/product capabilities are beginning to position GSI Commerce
as the Big Blue (IBM; NR) of E-commerce. Specifically, GSI is increasingly
offering a “matrix” of ecommerce and Interactive Marketing Services (IMS) which
broadens its market opportunity especially with larger retailers vs. historically be
viewed primarily as an “outsource” solution. We believe GSl's recent deals and
growing offerings in E-commerce Services and IMS offer clients and potential new
clients an expanded pipeline of online services across multiple geographies,
uniquely positioning GSlI in the Internet market.

* Recent investments expand E-commerce Services opportunit$sSl has made

two recent investments: 1) the acquisition of VendorNet and 2) a stake in Intershop
(license software) in Europe. VendorNet, a provider of multi-channel E-commerce
software solutions, enables retailers to leverage local inventory through strategies
such as- order online/pick up in-store and delivery from store to consumers. We
believe this acquisition will significantly accelerate the pace of activities as the local
web is experiencing explosive growth due to the inherent local capabilities of smart
phones.

* Beefed up Interactive Marketing Capabilities — Significant Room for Growth.
Recently, GSI made 3 smaller acquisitions and added a new key executive (Chris
Saridakis). We believe these moves set the stage for continued strong growth in this
higher margin segment. Specifically, GSI acquired M3 Mobile, MBS and Fetchback
adding capabilities in mobile, database and behavioral marketing on top of full
design, affiliate, and email offerings. Moreover, GSI was recently named a top 15
digital agency by Advertising Age. We expect IMS revenue in the $170M range —
growing 30%-+ organically and delivering strong EBITDA margins in the 25%
range. We believe this is a $500M opportunity over the next 4-5 years.

* Consumer Engagement — private sale becoming an important tool for retailers.

Rue La La continues to see growing adoption from brands (no inventory issue),
given its ability to protect brands vs. traditional offline outlet channels. Rue is seeing
rapid adoption in expanding experiences such as hotels/spas, which plays
exceptionally well in an increasingly local web. We believe GSI gives Rue a
significant advantage through scalable technology, fulfillment/customer call center.
Lastly, we remind investors there is an imbedded “call option” with GSI's
investment in new membership based shipping service, Shop Runner, which is
expected to launch in Q4.
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Cognizant Technology

(CTSH) BUY

Joseph D. Foresi

jforesi@janney.com
617-557-2972

Jeffrey Rossetti
jrossetti@janney.com
617-557-2989

Price: $50.06
Fair Value Estimate: $57.00
52-Week Range: $54.81-$25.01
Market Cap (MM): $14,988
2009A  2010E jf 2011E
FYE: Dec $1.78 $2.11 $2.29
Prior EPS: NC NC
P/E Ratio: 28.1x 23.7x 21.9x
Quarterly:
Q1 $0.38 $0.49A $0.50
Q2 $0.47 $0.52 $0.59
Q3 $0.45 $0.55 $0.59
Q4 $0.47 $0.55 $0.61
Revenue (M)

2009A § 2010E § 2011E

FYE: Dec $3,278.7 $4,097.3 $4,855.1
Quarterly:

Q1 $745.9 $959.7A $1,110.1
Q2 $766.6 $1,014.7 $1,197.0
Q3 $853.5 $1,045.2 $1,249.1
Q4 $902.7 $1,077.7 $1,299.0
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Cognizant Thesis Playing Out As Expected;

Our favorite pick for 2010 continues to be Cognizant. The company has historically
been the fastest growing name in the offshore outsourcing space, and deserves a
premium multiple. Cognizant is well positioned to outgrow its competitors again in
2010, as spending from the financial services vertical rebounds (41.5% of revenue)
and high growth areas such as healthcare (26.3% of revenue) expand. The company
manages its margins, which are lower than the group average, making them more
sustainable as resources are added to fuel growth. A better than expected IT spending
environment should continue to provide upside to our estimates.

» The catalyst for 2010 continues to be a rebound in IT spendingAccording to
Gartner, IT spending decreased 5% in 2009, but is expected to increase 3% in 2010.
NASSCOM expects growth to rebound in fiscal 2011 to 13% to 15% from 4% to 7%

in fiscal 2010. We expect the offshore outsourcers to benefit from a rebound in IT
spending as customers look to cut costs by moving work offshore. Initial IT spending
patterns have been strong to start 2010, which should continue assuming the economy
remains healthy. Cognizant's focus on high growth areas such as Financial Services,
Healthcare, and BPO position the company well to take advantage of a healthy
demand environment in 2010.

» Cognizant to maintain its poll position as the fastest growing name in the space.

The company has historically outgrown its competitors, exceeding initialguidance and
leading to multiple expansion. For perspective, management gave guidance of “atleast
11.5% revenue growth” at the start or 2009. The company delivered 16%compared to
industry growth of 4% to 7%(NASSCOM). The same beat & raise pattern seems to be
holding true for 2010. Cognizant gave initial guidance of “at least 20% annual growth
and earnings of $2.03". The company has already raised guidance to ‘at least’ 25% and
$2.10 just one quarter into the year. We expect the pattern to hold true throughout the
year implying a potential +30% growth rates and roughly $2.20 in earnings.

» Margin sustainability in Cognizant's favor. Cognizant has historically maintained
operating margins in the 17.5% range (Below industry average in the 20% to 30%
range) choosing to reinvest its proceeds. The company's ability to maintain margins
could be a key factor next year as margins could be negatively impacted by the need to
add resources to grow or by currency fluctuation. Cognizant has leverage in its model
to maintain margins even if its needs to add resources. We continue to keep an eye on
the currency movements and demand backdrop in Europe (18% of revenue). We
believe demand remains stable thus far, but see a minor headwind coming from
currency.

* Valuation: With above-average visibility in earnings, the premier position as one of
the fastest growing companies in the IT services industry, and a proven execution
record over several years, we believe Cognizant deserves to continue to trade at the top
end of the range for the offshore IT services sector. At 25x our 2010 earnings estimate,
we believe the stock is attractively priced as Cognizant deserves a premium because of
its faster growth rate. We value the stock using a 27x forward earnings, giving us a fair
value of $57 over the next 6-12 months. Risks to our valuation thesis include
deterioration in the company’s ability to manage headcount, impact of pricing pressure
and wage pressure on margins, and/or impact from adverse geo-political events.
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Volterra Semiconductor

(VLTR) BUY

Nicholas Aberle

naberle@janney.com
415-229-7012

Key Metrics

Price: $23.06

Fair Value Estimate: $33.00

52-Week Range: $29.93-$12.92
Market Cap (MM): $620

2009A § 2010E § 2011E

FYE: Dec $0.89 $1.50 $1.65
Prior EPS: NC NC
P/E Ratio: 25.9x 15.4x 14.0x

Quarterly:

Q1 $0.03 $0.35A $0.24
Q2 $0.10 $0.36 $0.39
Q3 $0.19  $0.39  $0.46
Q4 $0.34 $0.40 $0.50

Revenue (M)

2009A § 2010E g 2011E
FYE: Dec $105.0 $161.3 $180.0

Quarterly:

Q1 $18.3 $36.3A  $40.0
Q2 $22.8 $40.0 $43.0
Q3 $29.7 $42.0 $47.0
Q4 $34.2 $43.0 $50.0
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Volterra: Our Favorite Stock

Volterra represents our favorite stock idea over the next twelve monthsWe
believe a combination of upside estimate revisions and multiple expansion can drive
40%+ stock appreciation, while enterprise centric strategic focus can help to offset
potential softening in the consumer-based end-markets.

® Looking for share gains to drive strong growth: We believe VLTR is
well-positioned to grow sales and earnings in excess of the analog IC peer group and
street expectations due to company specific catalysts. With respect to servers, our
checks regarding the design cycle associated with the Intel (INTC; NR) forthcoming
Romley platform launch in late 2011, show VLTR is gaining incremental traction at
the expense of its analog IC competitors. We look for VLTR to gain meaningful
traction in the notebook market with INTC’s Huron River platform transition
starting in late 2010. We believe VLTR can double notebook-based sales in 2011 as
market share gains expand at existing customers Lenovo (NR), Hewlett-Packard
(HPQ; BUY; Fearnley), and Dell Computer (DELL; Neutral; Fearnley), while we
believe VLTR has also won sockets at new customers including Acer (NR) and
Asustek (NR).

* Unique enterprise exposure provides stability and visibility: Unlike the vast
majority of semiconductor suppliers, VLTR has very small exposure to pure
consumer-based businesses. We estimate that 90%+ of VLTR total revenues are
extracted from enterprise and corporate-based applications while the balance is
driven by consumer/retail demand. We believe this enterprise-based mix profile
makes for a more stable and visible business model for VLTR by which sales
expansion is more linear in nature. Enterprise-based IT spending has been slower to
recover hence shaping up for expansion over the next 3 years as IT managers make
up for underinvestment.

* Integrated and scalable product portfolio provides key competitive advantages:
VLTR has built a better mouse-trap within the power management arena and will
continue to exploit their competitive advantage going forward. We estimate that
VLTR has a 2 year technology lead over the nearest competition. This could
potentially expand further as the company moves its product portfolio to 0.18
micron over the next two years. We believe VLTR’s integrated digital power
management solution is becoming less of a niche and increasingly mainstream,
allowing for incremental penetration into higher volume market opportunities
including notebook PCs.

® Substantial notebook TAM represents largest opportunity, moving from
enterprise to consumer: As VLTR continues to maximize cost/performance for
switching voltage regulators in the notebook PC arena, we look for served
addressable market to grow from $500 million to $1 billion by 2013. This means
that VLTR has a massive growth opportunity in front of itself that will begin to
manifest in street estimates over the next several years. For now, we are modeling
VLTR notebook-based sales growth of 45% YoY in FY11 with an upside scenario
of 100% YoY growth to $50 million. Given substantial operating leverage in
VLTR’s income statement, we believe strong growth in notebook revenues going
forward can drive meaningful earnings out-performance.
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Intuit, Inc.

(INTU) BUY

Sasa Zorovic, Ph.D.

szorovic@janney.com
617-557-2986

Robert Simmons, CFA
rsimmons@janney.com
617-557-2987

Michael Carroll
mcarroll@janney.com
617-367-3278

Price: $34.77
Fair Value Estimate: $42.00
52-Week Range: $37.92-$26.88
Market Cap (MM): $10,922

2009A § 2010E g 2011E

FYE: July $1.82 $2.10 $2.44
Prior EPS: NC NC
P/E Ratio: 19.1x 16.6x 14.3x

Quarterly:

Q1 $(0.09) $(0.10)A $(0.06)
Q2 $0.34 $0.38A $0.45
Q3 $1.68 $1.89A $2.08
Q4 $(0.10) $(0.08) $(0.03)

2009A § 2010E § 2011E
FYE: July $3,182.5 $3,462.3 $3,805.0

Quarterly:

Q1 $481.4 $493.0A $555.9
Q2 $791.0 $837.0A $893.3
Q3 $1,434.4 $1,607.0A%$1,721.3
Q4 $475.8 $525.3 $634.6
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Intuit, for the Long Haul

We reiterate our Buy rating and $42 fair value estimate. Expectations remain
conservative—and we believe the company is likely to beat these expectations and
street consensus for the next several quarters. For the first time in Intuit’'s history,
Microsoft is not a competitor. Intuit is adding an incremental revenue stream across its
product lines (from Mint.com), expanding international opportunities,
health-care-related offerings, and is still to benefit from the pick-up in small business
spending and formation. Currently trading in line with the sector, yet with a much
stronger franchise and growth outlook, we believe the stock provides a very
compelling entry opportunity at current levels.

® The gorilla in tax preparation software- Intuit’'s TurboTax line of tax preparation
products is by far the leader in the space. While the desktop version is largely
moving sideways unit sales-wise, we expect the online offering to grow by close to
20% next year, and to continue to benefit from the shift from manual
self-preparation and expensive professional preparation to online tax preparation for
many years to come.

* Premier provider of small business accounting and personal finance software-
Intuit's QuickBooks and Quicken/Mint.com products are the leading products
(essentially the standards) in small business accounting and personal finance. While
the slow pace of new business formation will hold back growth in QuickBooks to
some extent, many existing businesses are nearing the point where they must pay to
upgrade to a newer version of the product. The acquisition last year of Mint.com
will, in our view, boost the company’s personal finance revenue performance; it will
also, as Mint's advertising platform rolls out over other products, provide the next
leg of growth in QuickBooks and TurboTax.

* Microsoft no longer a competitor. Microsoft (MSFT-$23.01; Neutral) exited its
Microsoft Money and small business accounting products during last year--and is no
longer a competitor to Intuit. Though its products never really made a significant
dent into Intuit's franchise, they represented an overhang--that is now gone.

* Mint spicing up revenue across product linesWe expect the company to roll out
its Mint.com monetization engine across its Quicken, QuickBooks and TurboTax
products--and thus increasing its revenue per each one of these products and doing
S0 on an ongoing basis.

* Expectations modest-The consensus estimates call for revenue growth in F2011 of
9%, and pro forma EPS growth of 12%, while we expect revenue to grow by 10%,
and for margin expansion to drive EPS up by 17%.

® Valuation in-line — it should be at a premium. On our C2011 estimates, the stock
trades at a PE of 14.6, an EV/FCF of 12.1x, and an EV/Revenue of 2.8x. Comp
medians are at 15.8, 11.9x%, and 2.8x, respectively. We believe, given Intuit’s strong
franchise value in multiple areas of long-term growth, that the company deserves to
trade at a premium to the group.
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Apple, Inc. Best Idea: Apple, Inc.

(AAPL) BUY We recently initiated coverage on Apple, Inc. with a BUY rating and it is our best idea.
There are multiple product and technology themes that continue to drive revenues and

William Fearnley, Jr. earnings. Our surveys suggest demand and channel support of Apple remains strong,

bfearnley@janney.com and we remain bullish on Apple’s technology pipeline. Overall, Apple’s design and

617-367-3268 engineering prowess and success are key to the story and the stock, in our view. Our
fair value estimate of $320.00 implies a 20x multiple on our FY11 EPS estimate of
$16.23.
Multiple trends continue to be positive for Apple including:

Price: $251.53

Fair Value Estimate: $320.00

52-Week Range: $279.01-$134.42

Market Cap (MM): $228,867 o

iPhone: Our research suggests iPhone growth will remain strong because (1)

smartphones continue to grow, (2) Apple is gaining share, (3) iPhone is being placed

with more carriers, especially overseas, (4) current users are upgrading.

2009A § 2010E § 2011E * Mac: Our proprietary reseller surveys suggest the strength of the Mac, especially
P . . . htoe
FYE:Sept  $9.08  $13.85 $16.23 MacBook, is likely to continue. We estimate Mac notebook growth will be ~15% in

Prior EPS: NG NC FY10. Apple remains well positioned in PCs.

P/ERatio:  27.7x  182x  15.5x * iPad: iPad is likely to become another big platform for Apple. Multiple catalysts
that will drive unit and revenue growth include its innovative design and price

Quarterly: points. Our proprietary reseller surveys suggest demand and interest in the new

Q1 $250  $3.67A $4.72 device are very strong and above expectations

Q2 $1.79 $3.33A $3.68 ’

Q3 $2.01  $3.07  $3.55 * Our estimates: We recently initiated coverage with a BUY rating and a fair value

Q4 $2.77  $378  $4.28 estimate of $320.00 (20x our FY11E of $16.23). Our FY11 EPS estimate is $16.23

on revenues of $71.2 billion. Our FY10 EPS estimate is $13.85 on revenues of $60.2

billion.

2009A § 2010E g 2011E
FYE: Sept  $42.91 $60.18 $71.24

Quarterly:

Q1 $11.88 $15.68A $20.14
Q2 $9.08 $13.50A $16.02
Q3 $9.73 $14.49 $16.57
Q4 $12.21 $16.51 $18.51
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Las Vegas Sands

(LVS) BUY

Brian McGill
bmcgill@janney.com
215-665-6485

Brian Mullan, CFA
bmullan@janney.com
646-840-4604

Price: $22.14
Fair Value Estimate: $30.00
52-Week Range: $27.84-$6.32
Market Cap (MM): $14,619
2009A  2010E jf 2011E
FYE: Dec $0.08 $0.20 $0.62
Prior EPS: NC NC
P/E Ratio: 276.8x  110.7x  35.7x
Quarterly:
01 $0.01  $0.07A $0.13
Q2 $0.01 $0.02 $0.14
Q3 $0.03 $0.03 $0.14
Q4 $0.03 $0.08 $0.21
Revenue (M)

2009A § 2010E § 2011E

FYE: Dec $4,563.0 $6,204.0 $7,771.0
Quarterly:

Q1 $1,079.1 $1,335.0A%$1,832.0
Q2 $1,058.7 $1,556.0 $1,837.0
Q3 $1,141.1 $1,598.0 $2,091.0
Q4 $1,284.0 $1,715.0 $2,242.0

Best Ideas

July 6, 2010

BUY Las Vegas Sands, Our Best Idea

Given the continued strength in Macau and the possibility of further upside to our
estimates in Singapore, we recently upgraded shares of Las Vegas Sands to BUY. The
Macau market is reported to have seen revenues of $2.13 bn to $2.25 bn in the month
of May. Even if June slows back to the run rate of the first four months of the year, in
the $1.7 bn to $1.8 bn range, it would put the 2Q at $5.66 to $5.76 bn, suggesting a
nearly $23 bn run rate for the market. In Singapore, following our recent meetings
with management, we believe it is also possible to see upside to our Marina Bay Sands
estimates. We assume MBS does $240 mn in EBITDA in 2010 and $638 mn in
EBITDA in 2011. With the favorable tax rate, which should allow for mid 40% or
higher level EBITDA margins on gaming and up to $200 mn in non-gaming EBITDA
for Marina Bay Sands annually. It should be able to hit our $977 mn EBITDA estimate
by 2012. With our LVS EBITDA estimates nearly doubling from 2010 to 2012, we
have assumed 12x our 2012 EBITDA estimate on an adjusted basis (for IPO) of $2.4
bn to achieve our fair value of $30.

* The Macau market remains too hot to ignore, in our opinion. The Macau market will
likely post higher revenues in the 2Q than the Las Vegas Strip did for all of 2009.
While there still is debate as to how much inflated real estate prices drive the VIP
segment, we do not think the stock valuation reflects the potential of a market run
rate north of $23 bn. We are assuming a market closer to $19 bn for this year.

* Las Vegas Sands has diversified its EBITDA at the Venetian Macau away from the
VIP segment somewhat. This should insulate it more than other operators in the
market, if the VIP segment contracts. In its last reported quarter, it was believed that
the Venetian Macau only generated 15% of its EBITDA from the VIP market. The
company continues to see more stable growth in its mass market gaming operations
and increased demand for non-gaming portions of the property.

* Marina Bay Sands has fewer than 1,000 hotel rooms open. The remainder will come
online in the coming days. Sky Park will also open with additional restaurants and
the pool. On the casino floor, it expects to change out some of the baccarat tables as
it adds the rapid games for baccarat and roulette.

* Additional upside would come from any monetization of the non-core assets in
either Macau or Singapore. We do not assume this takes place, but it could act as a
longer-term catalyst if the company can sell co-ops in Macau or finds a way to
monetize the mall at the Marina Bay Sands. We assume a modest recovery by 2012
for its operations in Las Vegas. If the market was to strengthen beyond our
expectations, it could drive upside.

® Our $30 fair value is based on 12x our 2012 adjusted EBITDA estimate of $2.4 bn.
Given the high growth rates of the markets in Macau and Singapore, we believe a
12x multiple for the company is justified.
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Ralcorp Holdings

(RAH) BUY

Jonathan Feeney, CFA
jfeeney@janney.com

215-665-6679

Key Metrics
Price: $54.80

Fair Value Estimate:

52-Week Range:

Market Cap (MM): $3,009
2009A § 2010E j§ 2011E
FYE: Sept  $4.47 $4.44 $5.39
Prior EPS: NC NC
P/E Ratio: 12.3x 12.3x 10.2x
Quarterly:
Q1 $0.80 $1.20A $1.38
Q2 $1.10 $1.12A $1.36
Q3 $1.43 $1.01 $1.30
Q4 $1.14 $1.10 $1.35
Revenue (M)
2009A B 2010E j§ 2011E
FYE: Sept  $3,891.9 $3,939.0 $4,021.0

$69.86-$52.66

$80.00

Best Ideas

July 6, 2010

RAH: Back to the Basics

Ralcorp Remains Our Top Pick For 2010.Fresh off a recently-announced (6/21/10)
$53/share tender offer for American Italian Pasta Co. (AIPC - $xx.xx; Rated Buy by
Small/Mid-Cap Food Analyst Mitch Pinheiro) and 2 other bolt-on acquisitions of
$95.2M in sales, Ralcorp continues to demonstrate its merit as one of the
best-positioned food manufacturers to drive future growth. To be sure, business
momentum has slowed dramatically as brands rush to buy back lost share, particularly
in cereal. While this promotional environment could last several months, we think
private label's secular growth story remains in tact, and RAH, as one of the largest
players, is poised as ever to capture it. In the meantime, its substantial free cash flow
(11% FCF yield) should enable some highly accretive debt paydown (every $1M in
interest = ~$0.01 in EPS).

® Accretive Acquisitions Sustain Earnings Growth Story. Given the potentially

significant cost and revenue synergies to be had with AIPC, we expect ultimate deal
accretion could be much higher than the “at least $0.50" target, raising Ralcorp’s
EPS base permanently with presumably conservative financing (6.2%
weighted-average rate, all debt). Yet, we are conservatively modeling +$0.41 of
accretion (including +$0.07 from the 2 bolt-ons) as we see some margin mean
reversion risk (~$10M of EBIT) in FY11. While bears have decried the deal’s large
size and poor timing (AIPC at peak margins), we like the transaction for 2 main
reasons: 1) AIPC is the leader in the highly-profitable pasta category and mainly
consists of private label — RAH’s core competency (unlike Post), and 2) while the
deal should be nicely accretive to reported EPS, the cash EPS impact will be greater
(~+0.70), thus enabling accelerated debt paydown.

* Q3 Miss First Major Sign of Problems in Cereal Category. As the first company to
miss consensus expectations due to intensifying competition in the cereal category,
Ralcorp’s expected Q3 performance is alarming considering the comparable period
included one of the tougher months for the acquired Post business. We think this
softness reflects the impact of heightened promotional activity in the category, with
branded players rushing to buy back share as quickly as possible. While promotional
activity is as hot as ever, Post results could come in above basement expectations
due to easy comps, while cost savings (promotional, manufacturing) could add
another layer of cushion.

* Store Brand Trend Is Secular. Private label is one of food’s most impressive growth
stories. During the recession it gained over 100bps of market share, some of which it
appears to be ceding back now as national brands accelerate discounts to
value-seeking consumers. Yet, over the long-term, we believe store brands are more
than just a counter-cyclical trade. During the past ten years, private label growth
(+5.4%) has doubled the rate of food at home spending.

® Cash Flow Is the Key Here. While there are plenty of “what ifs,” what we have is a
company now operating at defensible margins in Post, likely to earn roughly $6.50
in free cash flow during FY11, trading at under 9x that amount vs. 14x for the group.
Off our numbers, we believe the company can exit 2011 below 3.0x Net
Debt/EBITDA .

-12 -
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Green Mountain Coffee Top Pick £ Small/Mid Cap Food and Beverage: Green
Roasters, Inc. Mountain Coffee Roasters
(GMCR) BUY The fundamentals of GMCR’s business model remain solidly intact. The installed
brewer base (estimated to be up 120% as of 2Q10) is the key earnings driver. Margin
Mitchell B. Pinheiro, CFA expansion, driven by fixed cost and SG&A leverage, will allow GMCR to increase
mpinheiro@janney.com earnings at a rate faster than sales over the next two years. In the near-term, we believe
215-665-6280 3Q10 will show a reacceleration of the growth from a largely misunderstood 2Q10; the
sequential growth suggested in our model (if realized) should ease investor concerns
Brian Holland about weakening trends. Longer-term, there is huge opportunity in the non-carbonated
bholland@janney.com beverage category for GMCR, and the potential cost efficiencies underscore what
215-665-4478 seems to be a match-made-in-Keurig heaven. Continued momentum in the business, as
well as a reasonable valuation given the significant growth built into our model, are the
Ke . reasons GMCR remains the top pick in our Small/Mid Cap Food and Beverage
-
universe.
llzr:icr%/alue Estimate: ﬁig'gg * Non-carbonated beverage opportunity a potential longer-term catalyst:The
52-Week Range: $33.20-$17.73 sheer size of the coffee category ($7 to $10 billion), and the attractive growth in the
Market Cap (MM): $3,382 specialty coffee segment, should provide innovators such as GMCR the leverage to
tap into other beverage areas. In the very crowded and competitive sports drinks and
enhanced water categories, K-Cup packaging could provide a unique competitive

advantage for the right brand or brands.

2009A B 2010E § 2011E . . .
L2000~ 201CE § 20L1E) ® 2H10 outlook: Our FY10 operating EPS estimate is $0.68. Our net sales growth

FYE: Sept  $0.38  $0.68  $1.13 estimate is 68% ($1.35 billion); included in our top line outlook is annual brewer
Prior EPS:  $1.14  $2.05  $3.40 unit growth of 66% to 3.9 million and system wide K-Cup growth of 78% to 2.9
P/E Ratio: ~ 67.6x  37.8x  22.7x billion. Our operating margin estimate is 12.0%; our conservative margin
expectations are driven by GMCR'’s increasing need to invest in capacity across all
Quarterly: of its production sites given the rapid growth in the business, resulting in longer lead
Q% ig(ﬁ igggﬁ - times for staffing ramp-ups and training. All in, we expect the combination of
83 $0.12  $0.18 B greater staffing needs and higher marketing spend to be a modest drag on margin
Q4 $0:11 $0:21 . upside in 2H10. We expect the Diedrich transaction to be neutral to FY10 earnings.
® FY11 outlook: Our FY11 operating EPS estimate is $1.13. Net sales growth of 45%
($1.96 billion) is driven by brewer unit growth expectations of 10% and system wide
K-Cup growth of 70%; EPS growth in excess of top line growth is driven by the

reduced weight of low-margin brewers in our model. We note that our FY11 EPS
FYE: Sept  $803.0 $1,349.9 $1,961.5 estimate still looks conservative from an expense standpoint; we have modeled
selling and operating and G&A expense growth of 120% from FY09 to FY11, a

Quarterly: growth rate that incorporates modest expense leverage considering our revenue
8; 213;-2 iggj-gﬁ - growth estimate is 144%. We expect the Diedrich transaction to add $0.20/sh to

FY11. The earnings accretion baked into our FY11l assumption is based on our
estimate that DDRX will sell approximately 450 million K-Cups in FY11. We
assume half of these K-Cups are incremental in FY11 and estimate that GMCR
earns an additional $0.07/K-Cup from DDRX’s profit/K-Cup level.

Qs $190.5 $306.7 --
Q4 $222.2 $368.9 --
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Herbalife Ltd.

(HLF) BUY

John San Marco
jsanmarco@janney.com

646-840-4607

Price: $46.05
Fair Value Estimate: $60.00
52-Week Range: $53.00-$28.92
Market Cap (MM): $2,763
2009A § 2010E g 2011E
FYE: Dec $3.28 $3.93 $4.41
Prior EPS: NC $4.38
P/E Ratio: 14.0x 11.7x 10.4x
Quarterly:
Q1 $0.68 $0.98A $1.07
Q2 $0.78 $0.93 $1.04
Q3 $0.85 $0.92 $1.05
Q4 $0.98 $1.11 $1.26

Best Ideas

July 6, 2010

Best Idea is BUY-Rated Herbalife

Intersection of Obesity and High Unemployment. Herbalife’s direct-selling
go-to-market (481,000 supervisors and 2.0 million total distributors) and its portfolio’s
focus on weight loss (63% of sales from weight management products) position it
attractively at the intersection of global under-employment and the rapid escalation of
the obesity epidemic. Inside the organization, an amended distributor incentive plan
and a focus on shifting sales to daily-consumption DMOQO’s (Daily Method Of
Operations, or distributor sales activities), such as the innovative Nutrition Club
model, have been immediately accretive to the quality of earnings in our view, and
now these strategic moves should accelerate the earnings trajectory long-term. These
daily-consumption DMOs compare to more traditional monthly-ordering based
multi-level marketing, which requires higher price points to end-consumers and often
are the cause of costly distributor turnover.

® $60 Fair Value Estimate. Our $60 Fair Value Estimate is based on 8.5x
EV/EBITDA (vs. 7.4x for other direct sellers and our Household & Personal Care
universe).

® Club Model Spreading. The company's innovative nutrition club format is being
used to increase daily consumption (30% of volume), which in turn should make
distributors stickier and drive the organization's depth. Early successes like Mexico
(30,000 clubs) and the US Latino market (majority of 7,000 U.S. clubs) bode well
for markets where the club concept is in its infancy (700 clubs in India, up from 100
last year).

* Emerging Market Footprint Underpins Growth Ambitions. Already meaningful
contributions from Mexico (17% of volume), Taiwan (7%), Brazil (5%), Korea
(5%), and a host of other fast-growth economies are expected to be buffeted by a
promising India (0.3%) and China (4%) opportunity. With plans to grow the
footprint to 130+ markets by 2020 (from 73 today) and much of the untouched parts
of the map in the Middle East/Africa region, we believe Herbalife has a
league-leading growth footprint that's getting even better, at the margin. That its club
model's main focus is getting the right (low) price points suggests reasons for
optimism, as emerging markets become more important.

* European Crisis Not Impacting Local Currency Performance. With respect to
Europe (EMEA 20% of sales), management has not seen the crisis affect local
currency performance -- sustaining our optimism that the U.S. General Market's 1Q
resurgence (+14%) can translate to club-driven improvements in other, more mature
markets. As for the FX impact, the company has 85% of its Euro exposure hedged at
$1.44 for F10. The current FX volatility underscores the value of increasing its still
modest natural hedges (eg vertical integration abroad).

* Compelling Valuation. Herbalife trades at 6.5x EV/EBITDA vs. its historical
average of 8.0x. That's 12% below direct sellers and our broader HPC universe
(7.4x), yet we believe Herbalife has better identifiable catalysts (earnings beats, club
penetration data, share repurchase program) and a relatively manageable basket of
risks (9.4% free cash flow yield, pristine balance sheet). Given Herbalife's
improving business mix and robust growth outlook (triple the company size in 10
years), it is our top pick.
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Yum! Brands, Inc.

(YUM) BUY

Mark Kalinowski

mkalinowski@janney.com
212-940-6997

Key Metrics

Price: $39.04
Fair Value Estimate: $46.00
52-Week Range: $44.00-$32.49
Market Cap (MM): $18,247

2008A B 2009A § 2010E
FYE: Dec $1.91 $2.17 $2.48

Prior EPS: NC
Quarterly:

Q1 $0.42 $0.48 $0.59
Q2 $0.45 $0.50 $0.53
Q3 $0.58 $0.70 $0.74
Q4 $0.46 $0.49 $0.62
Revenue (M)

2008A B 2009A § 2010E
FYE: Dec $11,297.0$10,836.0 $11,132.0

Quarterly:

Q1 $2,413.0 $2,217.0 $2,207.0
Q2 $2,659.0 $2,476.0 $2,534.0
(OX] $2,842.0 $2,778.0 $2,877.0
Q4 $3,383.0 $3,365.0 $3,513.0

Best Ideas

July 6, 2010

Current Best Idea: Yum Brands

We continue to recommend the purchase of Yum Brands with a BUY rating, based in

large part on meaningful long-term growth opportunities outside of the United States,

most notably mainland China, and in part on the company’s underappreciated,
recognition-oriented culture. Risks to equity holders include generally unfavorable

market-share trends by the company’s three foremost brands -- Taco Bell, Pizza Hut,
and KFC within the United States, as well as a challenging same-store sales
environment around the globe at present.

- Yum Brands is poised to remain the dominant restaurant company in China for many
years. Yum’'s KFC concept recently opened its 3,000th unit— about a 140% lead over
number-two McDonald’s and its approximately 1,200 China-based units. KFC’s lead
was “only” 42% at the end of 2002, showing that despite KFC’s dominance, it can still
grab additional market share. Yum’s Pizza Hut concept is the clear number-three
player in China, with approximately 450 sit-down restaurants as of the end of 2009.-
Yum Restaurants International (YRI) is the division of Yum Brands that consists of all
international businesses except for China. Although YRI does not offer as rapid a
growth rate as the China Division, YRI still offers better growth prospects than does its
domestic business. We look for YRI to generally achieve 3%-4% annual net new unit
growth going forward.

- We believe that Yum Brands’ recognition-oriented culture does not receive as much
appreciation from the Street as it deserves. In fact, one reason the company may be
good at consistently achieving its stated goal of 10%-plus annual EPS growth (done in
every year from 2002 to 2009; and likely to be attained in 2010 as well) is that the
company’s culture is good at providing proper performance-related incentives — and
plain ol’ recognition for good work done — to its employees.

- Some of the key risks related to Yum Brands include erosion of market share for its
Taco Bell US, Pizza Hut US, and KFC US businesses due to a highly competitive US
environment, and US based customers gradually shifting to other restaurant options,
including fast-casual concepts.

- We reiterate our BUY rating for shares of Yum Brands. Our $46 fair value implies a
P/E multiple of 18.5x our 2010 EPS estimate.
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Target Corporation

(TGT) BUY

David Strasser

dstrasser@janney.com
646-840-4609

Sarang Vora
svora@janney.com
646-840-4605

Price: $49.17
Fair Value Estimate: 57.00
52-Week Range: $58.52-$36.36
Market Cap (MM): 36,214
2009A § 2010A § 2011E
FYE: Jan $2.86 $3.30 $3.76
Prior EPS: NC
Quarterly:
Q1 $0.74 $0.69 $0.90A
Q2 $0.82 $0.79 $0.91
Q3 $0.49 $0.58 $0.63
Q4 $0.81 $1.24 $1.32

Best Ideas

July 6, 2010

TGT: Both Defensive And Offensive Characteristics

We re-iterate our BUY rating on TGT as we believe the company is well
positioned to outperform in a good or a bad economyln an economic recovery,
TGT's barbell mix towards home and apparel, along with multiple initiatives related to
consumer electronics, and store remodels, will drive outperformance, while increased
exposure to defensive traits via roll out of P-Fresh and expanded consumables, will
drive traffic/comp, if the recovery slows. Additionally, operating leverage in TGT’s
model is strong as the company has adjusted itself during the past downturn. Credit
trends are also sequentially improving (delinquencies are down) as TGT reduces
exposure to credit card receivable.

* Comp Has Both Defensive And Offensive TraitsTGT has adjusted its sales mix
over the past two years to focus on consumables/basics along with a value message
strategy that will help drive traffic in a tough macro economy. The initial success of
P-Fresh is encouraging and could prove a transformative concept for the company as
it transitions to a higher volume discount store, while maintaining its fashion
forward reputation and discretionary strength. Ultimately, P-Fresh allows TGT to
leverage its core fashion expertise with increased traffic. Apart from P-Fresh, TGT
continues to make progresses on merchandising initiatives and marketing strategies
revolving around “Expect More, Pay Less” and “Low Price Promise”. Other key
initiatives that will drive comp include - 1) an increased focus on value brands such
as “Up & Up” (i.e. adding another 100 items), 2) a more localized approach to
marketing and merchandising, 3) expansion of Target.com and various mobile
technologies, 4) an upgraded CE department with increased focus on TVs, e-books
(i.e. Kindle), and videogames. Additionally, TGT has expanded its service offerings
in areas such as wireless (partnership with RadioShack), and TV
deliveryl/installation, and 5) the introduction and expansion of relationships with
brands and designer labels such as Giada De Laurentiis, Jean Paul Gaultier, Cynthia
Vincent and Zac Posen.

® Leverageable Operating Structure: We are modeling operating margin

improvement of 52bps, to 7.7%, in 2010 helped by both gross margin and SG&A
leverage. Improved supply chain, tight inventory management, a barbell mix (i.e.
higher mix of apparel and home), and a modest economic recovery will all help
drive gross margin, partly offset by growth of consumables. While consumables
have lower gross margin, its basket gross margin should eventually go higher as
consumers cross aisles. Over the past two years, TGT has slowed new store growth
and adjusted its operating cost model to compensate for lower comps, which will
leverage sales growth in a recovery.

® Others: 1) Credit card trends continue to sequentially improve (delinquencies are
down), driving segment profitability higher, although risk related to financial
regulations loom. Ultimately, TGT will monetize this asset, 2) Earlier this year, TGT
resumed share repurchases which will be supported by strong balance sheet/free
cash flows to drive EPS growth, and 3) Current valuation, at a 13.5x P/E multiple,
provides an attractive investment opportunity.
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Dan Wantrobski, CMT
dwantrobski@janney.com
215-665-4446

Best Ideas

July 6, 2010

Best Idea is The DBA

The DBA - the PowerShares Agriculture Fund - is the ETF that attempts to track
underlying price trends within corn, soybean, wheat and sugar prices. This ETF has
been basing for quite some time, but we believe its trend remains favorable on a
intermediate- to longer-term basis.

The play on eventual food price inflation is a thematic one, and so patience must
continue to be exercised in this sector. Nonetheless, we still believe the following:

1. The commodities sector in general remains within a secular bull cycle, against the
secular bear cycle in equity markets (as gauged by the S&P 500). From this
perspective, we believe this area will continue to outperform stocks on a relative basis
in the years ahead.

2. The U.S. dollar, though it is sporting a bullish trend near-term, retains its long-term
downtrend a condition which is inflationary in nature and can be beneficial to hard
assets and commodities, in our opinion.

3. Shorter-term technical trends in the U.S. equity markets point to more volatility for
the remainder of the year. Though this won't be completely one-sided, we believe
stocks have entered a more muted trading range environment, and thus portfolios
should consider allocating funds to other areas (such as commodities) as a hedge.

With respect to this last point, we take a look at the relative strength charts of the DBA
versus the S&P 500. Here we plot the relative strength of the DBA vs the SPX: we
notice the major trend line break and reversal of the 30-week moving average. This
implies that the DBA is likely to outperform the S&P on a relative basis going
forward, in our opinion. We would maintain long positions above the $20-22 support
region. Initial resistance is seen near the $26 zone: a breakout there would be very
bullish in our opinion, likely leading to a potential trading target near the $28-29
region on an intermediate-term basis.
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Investors Bancorp, Inc.

(ISBC) BUY

Rick Weiss
rweiss@janney.com
215-665-6224

Price: $13.12
Fair Value Estimate: $16.00
52-Week Range: $14.50-$8.65
Market Cap (MM): $1,507
Tang Book Value: $7.28

2009A [ 2010E J 2011E

FYE: June  $0.33 $0.50 $0.60
Prior EPS: NC NC
P/E Ratio: 39.8x 26.2Xx 21.9x
Quarterly:

Q1 $0.07 $0.12A $0.14
Q2 $0.05 $0.12 $0.15
Q3 $0.10 $0.13 $0.15
Q4 $0.11 $0.13 $0.16

Best Ideas

July 6, 2010

ISBC: Best Idea; Second Step Probably Not Too Far Off

Due to potential regulatory changes and more favorable valuations, it appears likely
Investors will join the growing wave of mutual holding company’s (MHC) that have
either announced or completed second step conversions. Meanwhile, the company
continues to evolve into a more well-rounded financial institution with better funding
sources and diverse revenue drivers. Because Investors operates in the MHC structure,
its stock trades on MHC valuations and pro forma book value rather than on
fundamentalsWe reiterate our BUY rating and 12-month fair value estimate of

$16, which generates a pro forma price-to-tangible book value ratio of
approximately 105%.

Asset quality remains our chief fundamental concern due to Investors’ rapid loan
growth and continued diversification into more credit-risky commercial real estate,
multi-family, and construction loans. Our model projects the loan loss provision will

increase to $55.0 million, or $0.31 per share (after-tax), and net charge-offs will be
0.60% of total average loans for fiscal 2010. The loan loss provision was $13.1 million
and the net charge-off ratio was 0.31% for the March 2010 quarter.

Investors has done a fine job of increasing its core deposit base over the past few years
to approximately 45% of total deposits. We generally believe that the true franchise
value of a community bank is represented by its core deposit base, rather than assets.
Our enthusiasm is tempered, however, by the relatively high loans to deposits ratio of
114%, which suggests that Investors may have to rely more on higher-cost borrowings
to fund loan growth.

Our model forecasts that the net interest margin will be approximately 3.09% for fiscal
2010, compared with 3.06% for the March 2010 quarter. Although Investors is slightly
liability sensitive, its funding mix has significantly improved over the past several
periods and its foray into commercial real estate and multi-family lending should help
stabilize the net interest margin if interest rates rise.

We raise our fiscal 2010 earnings per share estimate to $0.50 from $0.43, and our
fiscal 2011 earnings per share estimate to $0.60, from $0.50. Our estimate updates are
mostly due to higher loan growth and a slightly higher net interest margin than
previously modeled.

The valuation of Investors is distorted significantly by its mutual holding structure. In
order to determine Investor’s true worth, we project a second step transaction whereby
the fully converted company receives an independent valuation of $1.8 billion. This
implies a $16 stock price, a fully converted price-to-tangible book value ratio of
approximately 105%, and a price-to-earnings multiple of 29 times estimated
normalized earnings. Investors currently trades at approximately 95% of pro forma,
fully-converted book valueThe second step value, or assumed exchange rate, of
mutual holding companies is extremely sensitive to changes in pro forma book
value. This sensitivity is due to the leverage created by the minority ownership
percentage and swings in stock market conditions that affect valuation appraisals.
Changes in the company’s equity typically affect appraisals to a lesser degree. Should
Investors decide to pursue the second step conversion, we believe it is reasonable to
assume that the stock would trade around 110%-115% of pro forma book value in the
after-market, which suggests a stock price around $17-$19.
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First Horizon National Corp.

(FHN) BUY

Stephen M. Moss
smoss@janney.com

215-665-4595

David C. Peppard

dpeppard@janney.com

215-665-6457

Price: $11.45
Fair Value Estimate: $16.00
52-Week Range: $15.66-$10.34
Market Cap (MM): $2,617
Tang Book Value: $8.41
2009A B 2010E g 2011E
FYE:Dec  $(1.43) $(0.17) $0.70
Prior EPS: NC NC
P/E Ratio: NA NA 16.4x
Quarterly:
Q1 $(0.39) $(0.12) $0.06
Q2 $(0.58) $(0.08) $0.16
Q3 $(0.20) $(0.03) $0.21
Q4 $(0.31) $0.06  $0.27

Best Ideas

July 6, 2010

FHN: Best Idea For 2010; Reiterate BUY

First Horizon remains our top pick for 2010. We expect the company will turn the
corner to profitability later this year due to a decline in credit costs, which should bode
well for the stock price. The company has made substantial progress in reducing
balance sheet risk and eliminating toxic assets, which will become a lesser concern
later in 2010. We estimate First Horizon’s earnings power to be $1.65 by 2012. Our
12-month fair value is $16.

- We expect the company will be profitable later in 2010, which should support the

stock price as credit costs decline. We expect improved credit trends from lower
non-performing assets. Reduced potential problem loan balances will bode well for the
stock.

Total non-performing assets have declined over the past two quarters.
Non-performing were 5.91% of loans and other real estate owned as of March 31,
2010, versus 6.11% a year ago. First Horizon’s loan loss reserve was substantial at
4.83% as of the same date.

- Tangible common equity and regulatory capital ratios remain strong. The tangible
common equity ratio was 7.4% as of March 31, 2010.

- At approximately $12 per share, First Horizon trades at 143% of tangible book value,
which was $8.41 as of March 31, 2010, excluding accretion from the TARP CPP
warrant, a discount to its peers. First Horizon’s peer group of commercial banks, with
total assets up to $65 billion, trade at a median tangible book value of 160%. We place
greater emphasis on First Horizon’s future earnings power, which we estimate to be
$1.65 per share (adjusted for stock dividends) because of the company’s strong capital
levels, dominant Tennessee franchise, and the amount of progress the company has
made regarding its turnaround strategy.

- Our 12-month fair value estimate of $16 values the company at about 185% of
tangible book value. We derive our fair value estimate by applying a 15% discount to
our projection that the stock should trade at 10x to 11x times our projected earnings
run-rate of $1.65 by 2012, which implies a future stock price of $16.50 to $18.15 per
share in approximately two years.
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Compass Diversified
(CODI) BUY

John T.G. Rogers, CFA
jrogers@janney.com
202-955-4316

Key Metrics

Price: $13.41

Fair Value Estimate: $17.00

52-Week Range: $16.30-$7.94
Market Cap (MM): $562

2009A § 2010E § 2011E

FYE: Dec $0.02 $0.36 $1.01
Prior EPS: NC NC
P/E Ratio: 670.5x 37.3x 13.3x

Quarterly:

Q1 $(0.01) $(0.44)A --
Q2 $0.02 $0.13 --
Q3 $0.06 $0.34 --
Q4 $(0.05) $0.35 -

EPS, 2009, Q1: Adjusted for non-cash charge to
goodwill net of tax and minority interest of
$0.78and non-recurring loss on debt repayment of
$0.08

Best Ideas

July 6, 2010

CODI: End Markets Improving, Valuation Remains Attractive

Compass Diversified Holdings remains our favorite idea for 2010. Compass’s cyclical
subsidiaries have begun to deliver the growth expected in an economic recovery, we
expect continued revenue growth to drive operating leverage which will serve as a
medium-term catalyst; CODI valuation remains reasonable at 8.8x FY10E
EV/EBITDA, given the company’s strong expected organic EBITDA growth of over
75% in FY10, and 25% CAGR though 2013. CODI has an attractive secure dividend
yield of 9.7%, capital available to deploy in an attractive market, and positive
fundamental trends in its existing markets.

* Revenue trends improving, operating leverage is next catalystTemporary
staffing is the company's largest end market and is has shown employment growth for
8 consecutive months and is up over 16% in total y/y. In addition to being the largest
segment, Staffmark, the company's staffing service provider, has the greatest potential
for growth. A return to a more normal environment can potentially result in greater
than 40% growth in revenue and drive 400% growth in EBITDA over the next 3-5
years, from $9.9 million trailing to $45-$55 million. The company has significant
cyclical exposure in its other segments as well. Revenue trends were up in 1Q10 across
the board, with end market strength continuing through 2Q10. We see operating
leverage as the next catalyst, with strong improvement in fundamentals forcing
investors to take notice.

» Capital to deploy in an attractive market: As essentially a publicly traded PE
fund, the company's ability to make value added acquisitions provides substantial
upside to our fair value (which is based on the DCF of existing portfolio companies).
Compass had approximately $200 million in availability under its revolving credit
facility as of 3/31/10 (adjusting for 5/13/10 equity raise), which we believe is
sufficient to fund 2 ~$100 million acquisitions in an attractive acquisition market.
Management's stated capital availability goal is to have the capacity to pursue multiple
acquisitions at one time. Effectively, this means having more than $140 million in dry
powder, given average acquisition target size of approximately $100 million, current
acquisition multiples and the accordion feature on Compass’s revolving line of credit.
The company reloaded its capital availability through an equity raise following the
acquisition of Liberty Safe in order to have sufficient capacity to make 2 large
platform acquisitions. We do not expect capital raises to follow every large acquisition
and believe capital raises will slow as the company grows and EBITDA recovers. We
expect the company to have sufficient availability under its line of credit to make
multiple $100 million acquisitions by the end of FY10.

* Valuation: Current valuation represents an EV/EBITDA multiple of 8.8x our current
FY10 EBITDA estimate and 13.4x trailing EV/EBITDA. Our FV estimate of $17.00
reflects an EV/EBITDA multiple of 10.2x our current FY10 EBITDA estimate.
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July 6, 2010

CAPITAL MARKETS

Loews Corp. Best Idea: Loews Corp.

(L) BUY 1. Stock sells at 29% discount to SOP---at the upper end of the historic range (centered
_ around 20%) reflecting pressures about oil rig prospects (Respective values are:

Robert Glasspiegel, CFA CNA-$15.60; DO-$10.52; BWP-$8.92 and Parent-net-$12.35).

rglasspiegel@langenmcalenney.com

860-724-1203 2. While oil rig prospects (DO) are uncertain post the BP oil spill (Obama drilling

moratorium, higher insurance costs etc), DO and L have the capital resources to
potentially make opportunistic rig acquisitions.

3. Company has very liquid balance sheet with $3.3 bn of cash and less than $900 mn
Price: $33.31  of debt; choppy markets create opportunities.
52-Week R : $39.47-$25.27 . . .
Markgte(:apa(r,]\%&): $13.040 4. Company aggressively buying back stock (5 mn shares past two quarters) at wide
discount to asset value; typically management has been opportunistic buyer when
stock is particularly cheap.
5. Loews has a long-term call option on natural gas vis-a-vis its HighMount subsidiary.
FYE: Dec $2.47  $3.60  $4.00 6. While CNA is a work in process, we are impressed with the initial moves taken by
Prior EPS: NC NC CEO Tom Motamed.
P/E Ratio: 13.5x 9.3x 8.3x
Quarterly:
01 $(0.77) $0.97A $1.02
Q2 $1.19 $0.75 $1.03
Q3 $1.22 $0.91 $0.97
Q4 $0.83 $0.98 $0.98
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ACE Limited

(ACE) BUY

Larry Greenberg, CFA

Igreenberg@langenmcalenney.com

860-724-1203

Price: $51.48
52-Week Range: $55.64-$40.00
Market Cap (MM): $17,436
2009A B 2010E g 2011E
FYE: Dec $8.17 $7.20 $7.45
Prior EPS: NC NC
P/E Ratio: 6.3x 7.1x 6.9x
Quarterly:
Q1 $1.99 $1.70A $1.89
Q2 $2.09 $1.85 $1.92
Q3 $2.07 $1.69 $1.66
Q4 $2.01 $1.96 $1.97

Best Ideas

July 6, 2010

Best Idea Is Still ACE

As one of the highest quality companies in the property-casualty industry, ACE is
distinguished by its specialty orientation, product breadth and geographic
diversification. ACE possesses a meaningful local presence in 53 countries and
generates 61% of its business in North America, 23% in Europe/Africa/Middle East,
10% in Asia, and 6% in Latin America. ACE possesses a meaningful presence in
Accident and Health Insurance (~20% of the company).

In North America, 54% of property-casualty volume (48% overall and 36% in
overseas) has a specialty orientation, and within the remaining 46%, more than half
is represented by Risk Management, which only a few other companies have the
resources to service. Between 50% and 60% of its North America businesses have
less cyclical underwriting characteristics, including risk management, financial
solutions, A&H, surety, DBA (Defense Base Act coverage), agriculture, programs,
personal lines and political risk.

Over the last 10 years, ACE has produced an average combined ratio that has been
about 5 points better than its global peers and 7 points better than its US peers. Over
this period, ACE has generated an average ROE of 12.2%, including a 6% ROE in
meaningful catastrophe years (2001, 2004, 2005) and 15% ROE in lighter cat years.
We estimate ACE will produce a 2010 ROE of approximately 11%-12% (assumes
material cats) compared to 16.5% in 2009 (very light cats).

ACE sells at 13% discount to 3/31/10 book and 19% discount to estimated year-end
2010 BV of $65.60. Over the last 10 years, ACE has sold at an average P/BV of

1.2x, and we believe that given its patient business development and investing
culture, ACE continues to expand its margin of superiority versus most of its peers.

Near-term, we believe the most positive event for shareholders would be an

announced acquisition, allowing the company to put excess, under-earning capital to
work.
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Aflac

(AFL) BUY

Steven R Labbe, CFA

slabbe@Ilangenmcalenney.com
860-724-1203

Key Metrics

Price: $42.67
52-Week Range: $56.56-$28.17
Market Cap (MM): $20,038

2009A § 2010E g 2011E

FYE: Dec $4.85 $5.40 $5.90
Prior EPS: NC NC
P/E Ratio: 8.8x 7.9x 7.2X

Quarterly:

Q1 $1.22 $1.41A $1.43
Q2 $1.20 $1.34 $1.45
Q3 $1.25 $1.35 $1.50
Q4 $1.18 $1.30 $1.52

Best Ideas

July 6, 2010

AFLAC Is Best Idea

* AFLAC has arguably the best business model of any insurance company in our

universe. This model generates predictable earnings and cash flows and high returns
on equity (~26%). The current valuation attributed to shares (8x 2011E) does not
appear to appropriately reflect these points, but instead suggests that investors
remain concerned about the investment portfolio (and its concentration in financial
institutions’ debt). We believe that AFL’s business model gives the company much
flexibility to manage through investment losses that develop over time. Therefore,
we would expect the P/E to improve to a ratio in excess of 10x, as AFL is able to
navigate this environment without the need for an equity capital raise.

Guidance for growth in operating EPS in 2010 is +9-12%; guidance for 2011 is
+8-12%; our estimates (2010E: $5.40; 2011E: $5.90) are consistent with this outlook
and with current yen/dollar exchange rates. Growth rates will improve once AFL is
again able to use excess capital generation for share repurchases (hopefully in 2011).

Total adjusted statutory capital totaled $5.8B at 12/31/09 and is expected to
approximate $7.2B at 12/31/10 (assuming no share repurchases and realized losses).
The RBC ratio at 3/31/10 was 539%; using an RBC of 350%. These totals would
suggest that AFL had “excess” capital of $1.6B at 12/31/09 and would have $2.9B at
12/31/10. This capital cushion is sizeable when measured against possible loss
scenarios in the investment portfolio.

Invested assets of $72.8B (at amortized cost; $72.4B at FV) represent about 8x
common shareholders’ equity. Included in this total were $4.2B of PIIGS sovereign

debt ($910M) and financial institutions ($3.3B). Greece sovereign debt totaled

$286M and Greek financial institutions' debt totaled $1.0B. AFL’s current excess

capital of $1.6B would equate to a 60% loss (after taxes) on all $4.2B of these

securities.

AFL is somewhat unique in the life insurance group, as the company collects more

in premiums than it pays out in claims and expenses; thus, the company is not likely
to be in a position to sell an investment to pay a claim. Premiums are fairly
predictable. Persistency in Japan is consistently above 94% and sales as a percentage
of in force premiums equal about 10%. Persistency in the U.S. is consistently above
72% and sales as a percentage of in force premiums equal about 30%.

-23 -



CAPITAL MARKETS

Entertainment Properties Trust

(EPR) BUY

Andrew DiZio, CFA
adizio@janney.com

215-665-6439

Key Metrics

Price: $38.07
Fair Value Estimate: $51.00
52-Week Range: $46.73-$18.96
Equity Market Cap (M): 1,888.0

2009A B 2010E g 2011E

FYE: Dec
P/FFO:

Quarterly:

$3.35
11.4x

$0.84
$0.86
$0.86
$0.80

$3.35
11.4x

$0.78A
$0.81
$0.86
$0.88

$3.64
10.5x

$0.90
$0.91
$0.92
$0.92

Best Ideas

July 6, 2010

EPR + Best Idea for Second Half of 2010

Entertainment Properties’ core portfolio of movie theatres and charter schools
continues to be the dominant source of revenue, accounting for 85% of EBITDA. The
REIT's history and experience in these asset classes provide it with a competitive
advantage in growing through acquisitions, an advantage that is amplified by the
relationships EPR developed as a first-mover in the theatre and charter school
sale/leaseback businesses. We believe management’s oft-repeated focus on eliminating
overhangs associated with its non-core investments and growth of its core portfolio,
including potential expansion into China, will ultimately result in the stock trading in
line with its peers, and EPR’s healthy dividend pays investors to enter now. In addition
to acquisitions, the digital conversion of EPR’s theatres via DCIP financing enhances
property values at no cost to the REIT, while the higher ticket prices, better margins,
and new offerings associated with digital improves the financial health of tenants and
may ultimately result in EPR receiving additional percentage rents.

* DCIP roll-out continues—The conversion of theatres to digital via DCIP financing
enhances property values at no cost to the EPR, while the higher ticket prices, better
margins, and new offerings associated with digital improves the financial health of
tenants and may ultimately result in EPR receiving increased percentage rents. The
REIT earned approximately $0.017/sh in percentage rents in 1Q, nearly half of what
it recorded for all of 2009. That figure will grow should box office revenue continue
to outpace inflation.

® China investment in trial stage—EPR recently disclosed that it now partially owns
one theatre in China; the theatre is being used as a trial to work out the mechanics
associated with owning assets in that country. In 2008 EPR formed a partnership
with Apex Entertainment, a China-based theatre operator founded by former Warner
Brothers executives, to explore the potential for Chinese ownership, giving it an
existing partner with market knowledge should the REIT elect to acquire additional
theatres. China’s box office growth has averaged greater than 30% annually for the
last six years and just 10% of the country’s population attends movies due to a low
theatre per capita count, which we interpret as a substantial opportunity for EPR.

* Expanded credit line provides flexibility in making acquisitions—Entertainment
Properties recently completed a renegotiated credit facility. The REIT was able to
increase its line to $320M from $215M and lower its interest rate to L+300 with no
floor from L+350 with a 2% floor. The increased size provides additional flexibility
in making acquisitions and allows the company to acquire first and raise longer-term
capital later, eliminating the dilution from holding cash in the interim between an
offering and acquisition closing.

* Unsecured debt issuance marks new financing source—EPR recently issued $250M
in 7.75% 2020 senior unsecured notes, using the proceeds to repay a several secured
loans. The notes represented EPR'’s first foray into unsecured debt, opening a new
source of funding to the company.

® Our $51 fair value represents a 2011 FFO multiple of 14.0x, in line with EPR’s
comp group, and a 2011 AFFO multiple of 14.3x, in-line with the REIT’s historical
average.

=24 -



CAPITAL MARKETS

Cogdell Spencer

(CSA) BUY

Daniel P. Donlan

ddonlan@janney.com
215-665-6476

Andrew DiZio, CFA
adizio@janney.com
215-665-6439

Price: $6.76
Fair Value Estimate: $9.00
52-Week Range: $8.52-$2.93
Equity Market Cap (M): 418.3
2009A § 2010E j§ 2011E
FYE: Dec $0.77 $0.49 $0.54
P/FFO: 8.8x 13.8x 12.5x
Quarterly:
Q1 $0.30 $0.22A $0.12
Q2 $0.14 $0.10 $0.13
Q3 $0.18 $0.10 $0.14
Q4 $0.16 $0.09 $0.15

Best Ideas

July 6, 2010

Reiterate BUY and $9 FV on Sum of the Parts Analysis; Still
Our Best Pick

Despite CSA’s 28.1% gain in 2010, which compares to the 9.1% gain of the MSCI US
REIT index (RMZ), we see further upside in CSA shares given our sum-of-the parts
analysis. Using a 7.5% cash cap rate to value the REIT’s existing portfolio, which
includes $36.8M of developments being delivered in 2Q’10, we estimate Cogdell’s
current real estate is worth $6.85/sh. (We assume no value to the $42.4M of signed
developments.) We value Erdman, Cogdell's design-build subsidiary, at $124.9M, or
$2.15/sh, which is 7.0x our 2010 EBITDA projection (before intercompany
eliminations) of $17.8M (this excludes $3.0M of G&A expense that the REIT pushes
down to Erdman for tax planning purposes). Adding together these two values, CSA is
trading at a 19.4% discount to our $9/sh estimate of NAV, which compares to the
33.6% average NAV premium for the healthcare REIT sector and the 11.4% average
NAV premium for the REIT industry. While we understand the market’s reluctance to
assign full value to a design-builder in today’s environment, we are comforted by
Erdman’s 50-plus year track record, the aging U.S. population base, and increased
demand a from a greater number of insured Americans. Consequently, we believe this
valuation gap should narrow in the coming quarters as investors gain greater
confidence in Erdman’s design-build fee stream, and the unit's ability to drive
on-balance developments. Combined with the REIT’s 5.5% current yield, our $9 fair
value represents a potential total return of 29.7% over the next 12 months. We reiterate
our BUY rating.

* MOB demand rising; public REITs looking for acquisitions—A recent study by
Marcus & Millichap, estimates that demand for medical office building (MOB)
space could increase by nearly 45M sq ft if 50% of the 46M uninsured Americans
gain healthcare coverage (Cogdell owns just 3M sq ft). The study also cites that 25M
sq ft in additional MOB space is needed by 2013 year-end to support the burgeoning
55-plus age group. Furthermore, at NAREIT's June investor conference, several
healthcare REITs, including Ventas (VTR-$48.01; NR), expressed their desire to
grow their MOB exposure through both acquisitions and developments. With new
developments fueling Erdman’s growth and investor appetite for MOBs increasing,
we believe Cogdell should benefit from double-digit earnings growth and cap rate
compression.

* Maintain $9 fair value; discounted valuation remains—based on our belief that
CSA should trade on par with our NAV estimate, we maintain our 12-month fair
value at $9. This compares favorably to the 23.4% average premium at which its
specialty office/healthcare REIT peers trade, and the 11.4% premium enjoyed by the
REIT industry. Our fair value assumes that CSA should trade at 15.5x 2011E
EV/EBITDA, which compares to the 15.9x average for its specialty office/healthcare
REIT peers.
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Clean Energy Fuels

(CLNE) BUY

John M.A. Roy, Ph.D.
jroy@janney.com
646-840-4606

Price: $14.94
Fair Value Estimate: $26.50
52-Week Range: $23.70-$7.81
Market Cap (MM): $910
2009A B 2010E g 2011E
FYE: Dec $(0.04) $0.39 $0.91
Prior EPS: NC NC
P/E Ratio: NA 38.3x 16.4x
Quarterly:
Q1 $(0.13) $(0.07)A --
Q2 $(0.01) $0.16  --
Q3 $0.01  $0.14  --
Q4 $0.02 $0.15 -
Revenue (M)
2009A § 2010E § 2011E
FYE: Dec $131.5 $245.4 $391.6
Quarterly:
Q1 $30.3 $39.0A --
Q2 $27.9 $62.2 -
Q3 $31.2 $70.4 --
Q4 $422  $73.9  --

Best Ideas

July 6, 2010

Best Idea - CLNE

Clean Energy Fuels (CLNE; BUY) is the bellwether for natural gas vehicle (NGV)
efforts in the U.S. Our long term thesis is that NGVs, particularly NG trucks, will grow
rapidly in the U.S. NGVs are a mature technology that works, can be cost effective,
and runs on a fuel that is cleaner, cheaper, and abundantly available domestically. We
believe that CLNE is an attractive opportunity at current levels and reiterate our BUY
rating and $26.50 fair value, based on 18x our CY2012 EPS estimate of $1.48.

The current ecological disaster being televised daily from the Gulf of Mexico provides
a reminder that the U.S. needs to get going on its move away from oil. Over 70% of
the oil used in the US is for transportation, 23% for a variety of industrial uses (like
making plastic). If the U.S. is serious about moving away from oil, it must find
alternative fuels and we believe natural gas, biogas, and propane (derived from natural
gas) are the best alternatives for a number of years. Electric vehicles are likely to be
economically viable someday, but that day is likely to be at least a decade away. We
do not see electric trucks as viable in our lifetime. First generation ethanol has shown
its limitations, and second and third generations are still years away. We do not believe
hydrogen vehicles will ever become popular in the U.S. (battery technology is more
likely to meet the targets first).

With the US finding more and more natural gas in its shale formations, we believe the
country will find that NGVs are a compelling near-term and long-term answer for
many transportation applications including, taxis, shuttle buses, service vans, transit
buses, refuse trucks, and regional trucks. These NGVs also run on renewable
biomethane which can be captured from landfills and waste treatment plants.

Clean Energy’s stock has traded down from the $23 level in late March as the
European debt issues came to light and the overall market moved to more defensive
stocks. We believe the second half will be better as risk taking returns and we see
some of the positive catalysts below hit. The big win would be the passage of the
NATGAS Act. If it is approved, we could see regional trucking in the US take-off on a
similar growth trajectory as the bi-fuel car market did in Italy in 2009. If natural gas
regional trucks hit 30% of the market (ala Italy) we could see more than 100,000
natural gas trucks sold in the next three years and estimate Clean’s earnings power at
around $3.40 per share.

1. U.S. Legislation and Regulation — $0.50 per gallon VETC extension, NATGAS Act,
Climate Bill, new CAFE standards, and EPA regulation of carbon.

2. Roll-out of $500 million of stimulus driven spending in the Clean Cites Program.

3. More corporate fleet announcements like AT&T's commitment to have 8,000
natural gas service vans on the road in 5 years. Verizon has made a similar (if smaller)
commitment as has Republic, UPS, and Ryder Trucks.

4. Car manufacturer announcements for NGVs to be made available in the U.S. Ford
has trucks and vans prepped for NG conversion. GM just announced it would start
offering similar vehicles. Today, only Honda has a light duty NGV available in the
U.S.; however all manufacturers have models available outside the U.S. which we
believe will eventually be coming here.
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Stanley Black & Decker Stanley Black & Decker: Our Best Idea
(SWK) BUY Stanley Black & Decker continues to be one of our favorite names entering the second
half of the year, given what we believe is a compelling valuation and improving
James C. Lucas fundamentals. Although Stanley has owned Black & Decker only since March, the
jlucas@janney.com planned synergies are achievable and we continue to believe there is even more value
215-665-6196 to be unlocked over time. The early stages of the integration are progressing on
schedule, and the underlying core business at both companies showed signs of
Michael J. Wherley improvement in the first quarter, with the later cycle Security being the lone exception.
mwherley@janney.com Margins have rebounded nicely with just a little bit of a ramp in volume, which
215-665-4476 portends further margin expansion despite FX headwinds in the back half of the year.
The focus at Stanley Black & Decker in the near term will be on the early capture of
K 0 synergies, but investors are likely to equally focus on the core revenue and margin
performance. The pro forma balance sheet is in excellent shape with plenty of
Price: $50.52 opportunities to mine working capital given Black & Decker's historical
Fair Value Estimate: $77.00 underperformance on this front. We note this company will be generating $1 billion in

52-Week Range: $66.27-$31.20 free cash flow within three years. With a rebound on the top line, strong margin
Market Cap (MM'): " $8.103 expansion, synergies yet to be captured, and robust cash flow, we reiterate our BUY

rating on Stanley Black & Decker.
* What are the current trends? Within CDIY, retailers appear to not only be

2009A experiencing improved sell-through, but restocking is beginning to gain momentum
] as the big boxes, in particular, had let inventory fall below historical levels. On the
E\rﬁ' Egg_ $2.69 5%30 N$é'25 Industrial front, Europe is unexpectedly recovering faster than the U.S., helped by
P/E Ratio:  18.8x  153x  11.9x apparent restocking. The decline in Europe happened about six months later than in
' ' ' ' the U.S., but it was a more severe falloff, which may be the reason for the better
relative performance now. While FX translation will undoubtedly be a headwind in

Siaﬂe”y' $0.48  $0.70A $0.97 the second half, we have yet to see any incremental data points to suggest that
Q2 $0.55  $0.79  $1.02 demand is waning.
82 28';; ig'gg 211(7) * What about Security? This is an important segment for Stanley, but it is later cycle
) ' ' in nature and sales remain under pressure; however, margins are still healthy. The
company is reluctant to cut costs, but has contingency plans in place if the
commercial construction market does not start to improve in 2H10.
* Synergies are real.Management has not backed off its $350 million target in
FYE:Dec  $3.74  $8.08  $9.39 synergies from the Black & Decker acquisition. There could be upside to that
number, but we are in the very early innings. Key opportunities are in distribution
Quarterly: center consolidation and sourcing, along with the reduction of corporate overhead,
Q1 $0.91  $1.26A $2.27 but there is not a lot of manufacturing overlap between the two businesses. The
Q2 $0.92  $2.20  $2.29 upside will come on the revenue front, which the company has not yet included in its
82 ig:gé 23:2%2 ggzg forecast. Latin America is a perfect example: Black & Decker has a meaningful

presence and should be able to significantly improve Stanley sales there.

* Are all synergies created equal?t is important to remember that not all synergies
will be pursued, at least not initially. An example would be hypothetical plant
closures in Europe where higher severance costs would result in longer payback
periods; therefore, the savings would not be as economical. This is just one example,
but it helps illustrate why the company has yet to raise its stated synergy target.
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Nordson Corporation

(NDSN) BUY

Liam D. Burke

Iburke@janney.com
202-955-4305

Key Metrics

Price: $56.08
Fair Value Estimate: $80.00
52-Week Range: $77.40-$36.87
Market Cap (MM): $1,912

2009A § 2010E § 2011E

FYE: Oct $2.31 $3.78 $4.33
Prior EPS: NC NC
P/E Ratio: 24.3x 14.8x 13.0x

Quarterly:

Q1 $0.33 $0.70A  $0.91
Q2 $0.41 $0.94A $1.07
Q3 $0.71 $1.08 $1.22
Q4 $0.85 $1.05 $1.13

2009A § 2010E g 2011E
FYE: Oct $819.2 $1,006.8 $1,098.8

Quarterly:

Q1 $186.6  $220.6A --
Q2 $188.8 $251.7A --
Q3 $206.3 $261.0 --
Q4 $237.4 $2736 --

Best Ideas

July 6, 2010

Best Idea: Nordson Corporation

Nordson is the technology leader in all of its business segments and has leveraged its
technology portfolio to provide solutions that increase productivity and reduce product
cost. The company has a diverse world-wide customer base with no single customer
contributing more than 5% of total revenue. Through its large embedded base and
global infrastructure, Nordson’s after-market product and service business, which
contributes over 40% of the company’s revenue, provides a dependable and profitable
source of recurring revenue. With an improving global economic outlook, we would
expect the company to generate strong operating leverage on higher year-over-year
revenue. With relatively low capital expenditure, the company generates strong free
cash flow and returns on invested capital in the low to mid-teens.

* Nordson is a leading provider of specialized dispensing, surface treatment, and test
and inspection systems that have wide application in multiple sectors. End-markets
include consumer non-durables (food products, diapers, paper goods), consumer
durables (appliances and furniture), semiconductors, electronic components,
industrial, and automotive. With about 45% of its revenue driven by the consumer
non-durable end markets, the company has a stable base of revenue. Although the
company’s other markets such as consumer non-durables, automotive,
semiconductors, and industrial were affected during the past recession, Nordson was
able to weather the economic storm and resume growth as the global economy began
to recover..

* With about 70% of its revenue outside of the U.S., the company can leverage its
strong international market position and global sales and service infrastructure to
provide support to its customer base anywhere in the world. In addition, the
company is well positioned to benefit from capacity utilization increases in any part
of the world. Nordson’s installed base also provides the company with valuable
customer information about product modifications and customization. The company
has also developed a source of profitable, recurring revenue through its after-market
products and service business.

* Nordson is a consistent generator of free cash and has a long record of carefully
allocating its capital. The company has maximized the value of its free cash flow
through disciplined capital allocation to improve returns on invested capital. In
addition to investment property plant and equipment, the company has applied its
available cash towards share repurchases, debt reduction, dividends, and
acquisitions. Even as the company has carefully invested its scarce capital, it has
been able to make acquisitions that have improved its product line and entered new
higher return businesses.
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Watts Water Technologies, Inc.

(WTS) BUY

Ryan M. Connors

rconnors@janney.com
215-665-1359

Price: $28.66
Fair Value Estimate: $45.00
52-Week Range: $37.00-$19.50
Market Cap (MM): $848
2009A § 2010E g 2011E
FYE: Dec $1.53 $1.75 $2.05
Prior EPS: NC NC
P/E Ratio: 18.7x 16.4x 14.0x
Quarterly:
Q1 $0.23 $0.44A $0.46
Q2 $0.39 $0.44 $0.52
Q3 $0.47 $0.40 $0.49
Q4 $0.44 $0.47 $0.58

EPS: Excludes one-time/restructuring charges
Revenue (M)

2009A § 2010E g 2011E

FYE: Dec $1,234.3 $1,315.1 $1,394.0
Quarterly:

Q1 $294.9 $319.3A $338.5
Q2 $312.4 $331.1 $351.0
Q3 $303.8 $322.0 $341.3
Q4 $323.2 $342.6 $363.1

Best Ideas

July 6, 2010

Mid-year Best Idea - Watts Water Technologies

While depressed levels of commercial construction have been a significant headwind
for Watts Water of late, evidence continues to build that this key end-market is
approaching a positive inflection point. Indeed, with the commercial real estate
financing environment improving and color from the channel suggesting an increased
level of quotation activity, we believe the Architectural Billings Index (which hit 48.4

in April - up from 46.1 in March) could break through the all-important '50' threshold

in the near-term. With 50+ ABI readings indicative of an expanding non-residential
construction market, this would be a significant fundamental development for Watts
from a demand perspective. This would further set the stage for a top-line rebound at
Watts and thereby enable the company's enhanced earnings power to materialize in the
form of robust incremental margins (the company reduced costs significantly during
the downturn). Overall, Watts remains among our top ideas in the water space, and we
reiterate our BUY rating for WTS shares, as key indicators point toward a turning
point in the commercial construction market.

* While many continue to perceive the commercial construction market as a headwind
for Watts, evidence is building that a turning point in this key market is approaching.
This creates an opportunity for investors.

* The Architectural Billings Index (ABI) posted a reading of 48.4 in April with the
index, above March's 46.1 level and just shy of the key 50 level (50+ readings
indicate an expanding market). This continues a sustained upward trajectory.

* Meanwhile, the commercial real estate (CRE) funding environment is improving, as
banks report lower default rates on CRE loans than originally feared and the Federal
Reserve indicates the lowest proportion of banks tightening CRE lending standards
(12%) since 2006.

* For Watts Water, a turn in non-residential would further set the stage (demand in
residential building and remodeling markets is already recovering) for a top-line
rebound that would enable the substantial cost reductions of 2008-2009 to translate
into robust incremental margins and significant earnings leverage.

* While the story is not completely without risks, the two most significant near-term
risks to the story are manageable in our view. Namely, the company has the pricing
power (confirmed by our recent distributor channel checks) to pass rising copper
costs through, while at about 30% of sales, European exposure - though not
immaterial - is not sufficient to derail the story either.
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CAPITAL MARKETS

IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY [B] 165 51.00 18 11.00
NEUTRAL [N] 144 46.00 4 3.00
SELL [S] 10 3.00 1 10.00

*As a percentof total coverage.Seeatings definition above.
Other Disclosures
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