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Company Overview

Altria Group, Inc., formerly Philip Morris Companies Inc., is a holding company and the parent company of wholly owned subsidiaries Philip Morris USA Inc. (PM USA), Philip Morris International Inc. (PMI) and a majority-owned (84.2%) subsidiary, Kraft Foods Inc. (Kraft). These operating subsidiaries are engaged in the manufacture and sale of various consumer products, including cigarettes, foods and beverages. Philip Morris Capital Corporation (PMCC), another wholly owned subsidiary, is primarily engaged in leasing activities. The Company's former wholly owned subsidiary, Miller Brewing Company (Miller), was engaged in the manufacture and sale of various beer products prior to the merger of Miller into South African Breweries plc (SAB) on July 9, 2002 (For the sale, Altria received 430 million shares, $3.4 billion dollars worth which accounts for approx 1/3 of SABMiller). The Company changed its name from Philip Morris Companies Inc. to Altria Group, Inc. in January 2003.
Altria Group is broken into 6 segments; Domestic Tobacco, International Tobacco, North American Food, International Food, Beer, and Financial Services (See pie chart below).  [image: image4.emf]Net Income & Revenue for Altria, 1998-2002
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Please refer to the end of this document for a list of Altria subsidiaries. 

Phillip Morris accounts for 48.9% of the domestic cigarette industry sales with Marlboro alone pulling in 37.9%. Although over the last two years, Altria has seen a decrease in income in the domestic tobacco segment, due primarily to lower volume and higher promotions in an intensely competitive industry. Local excise taxes, tobacco litigation settlements, anti-tobacco action and weak economic conditions have also assisted in adversely effecting cigarette sales. Philip Morris has been implementing significant promotional activities this year to address these issues. 
Kraft Foods, another Altria subsidiary, purchased all outstanding shares of Nabisco in December 2000, amounting to $15.2 billion dollars.  This purchase has required significant integration measures since then including closure of many Nabisco facilities and termination of 7,500 employees.  These changes resulted in severance and exit costs of $379 million, yet the combination of operations has achieved net cost savings of $425 million for Kraft in 2002 and is expected to generate an additional $150 million in 2003. Kraft has also recently acquired many smaller international food companies and sold several small North American food businesses. 
Altria’s Financial Group, Philip Morris Capital Corporation (PMCC) is primarily engaged in leasing activities, with one of their main investments in aircrafts (27%). With US Air filing for Ch 11 bankruptcy in August 2002 and United Airlines filing in December 2002, Altria has a large amount of aggregate exposure, totaling $625 million for United Airlines. Although note that the financial segment of Altria is currently less then 1% and decreasing over the past few years so this is not listed as a major risk for the company. Altria has increased its allowance for losses to $290 million this year, and expects to record for additional losses in the coming periods.
Recent News
Market Report -- Short Stories (MO)

November 20, 2003 08:52:00 AM ET

Altria initiated at JP Morgan (MO) 50.00: JP Morgan initiates coverage of Altria Group with an Overweight rating and names the stock their top pick in the US tobacco sector; firm cites a significantly improved US operating outlook, manageable and declining US litigation risk, solid long-term fundamentals of Philip Morris Int'l and the strategic value of subsidiaries Kraft Foods and SAB Miller, and attractive valuation. Firm sees fair value at $61.

Altria Group, Inc. Confirms FY 2003 EPS Guidance

November 05, 2003

Altria Group, Inc. confirmed its previously disclosed earnings guidance of $4.50 to $4.60 per share for the full year 2003 on a GAAP basis, including charges, by stating that it is comfortable with the current consensus estimate of $4.53 on a GAAP basis, including charges. 

Altria Group, Inc. Confirms FY 2003 Guidance

October 16, 2003

Altria Group, Inc. reaffirmed its projection of 2003 full year diluted earnings per share in a range of $4.50 to $4.60, including $0.08 of incurred and projected charges for the tobacco growers settlement and relocation of Philip Morris USA's headquarters. Wall Street analysts on average are expecting the Company to earn $4.61 per share in the same period, according to Reuters Research. 

Altria Group, Inc.'s Philip Morris Holland Acquires Control of Papastratos for EUR 368 Million

October 15, 2003

Altria Group, Inc. announced that its affiliate, Philip Morris Holland, has completed a private transaction with a group of principal shareholders for a 76.5% shareholding in the Greek company Papastratos Cigarette Manufacturing S.A., a producer and marketer of cigarettes, at the price of EUR 18.02 per share, representing a total cash consideration of EUR 368 million. Philip Morris Holland confirmed its intention to continue making open market purchases of Papastratos shares at prices up to EUR18.02 per share until the end of the tender offer period. Including the shares Philip Morris Holland has acquired in the meantime through open market purchases, at the close of trading today Philip Morris Holland owned approximately 79.4% of shares in Papastratos.

FINANCIALS
Competition
	Company
	Ticker
	Timeliness
	Safety
	Technical
	Beta
	Scouter Ranking

	Altria Group
	MO
	3
	3
	2
	.70
	7

	Vector Group
	VGR
	-
	-
	-
	1.2
	7

	Brit American Tobacco
	BTI
	4
	3
	3
	.80
	6

	RJ Reynolds Tobacco
	RJR
	-
	3
	-
	.80
	10

	Gallaher Group
	GLH
	3
	3
	4
	.4
	N/A


Plans are being discussed to merge RJ Reynolds with British American Tobacco. These plans arose as both companies were losing market share to Philip Morris in the past years. In this new merger, RJ Reynolds will own 58% of the new company, Reynolds America. This deal is expected to be completed by mid year 2004. This new company is expected to have 32% of the US market share, 2nd to Philip Morris at 49%. Even with the news of the merger, both stocks do not have good 3-5 year potential (according to valueline).
Growth Trends
[image: image5.emf]Interest Coverage for Altria, 1998-2002
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Revenues and Net Income
Altria Group has an 8.5% estimated 5-year growth rate, comparable to other firms within the cigarette industry.  A competitor of Altria, Vector Group, has an anticipated 5 year growth rate of 25%.  This extremely high estimate is due to the firm’s high losses over the past few years, and its current changes to improve its operating efficiency (closing a plant in North Carolina) and to raise EPS.  It has not had the luck it’s predicted though, as most recent articles about this company state net loss of $9.4 million in the third quarter, or 24 cents per share due to slowing of purchases of their main brands, Liggett Group and US Brand Cigarettes.

Altria has showed a fairly steady increase in net income and revenues over the past 5 years. The slight drop in revenues for 2002 is due primarily to the Miller Transaction (merging Miller and South African Breweries – SAB in 7/02) and a decrease in the domestic [image: image6.emf]EPS for Altria, 1998-2002
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tobacco business. These items were partially off-set by the higher net revenues of the North American Food and International Tobacco business.  Net Income increased significantly in 2002, due primarily due to the cessation of intangible asset amortization in 2002. 
Net Profit Margin

[image: image7.emf]Altria Group Business Segments, 2002
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With sales in international tobacco increasing dramatically and increased operating efficiency, Altria has managed to raise its NPM to 13.80%.  
Earnings per Share (EPS)

[image: image8.emf]ROE, ROA, ROIC for Altria from 1998-2002
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As stated earlier, earnings for Altria have increased significantly over the past year, due to the increase in net earnings from the Miller Transaction and share repurchasing in 2002. Altria’s forecasted end of year 2003 EPS is $4.60, 2004 EPS $4.75, and the 5-year estimated EPS at $6.00.
Free Cash Flow
[image: image9.emf]Altria, Dividend per Share, 1999-2003
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See Attached Excel spreadsheet for calculated Free Cash Flow Calculations. Although Altria’s free cash flow is extremely high, there has been a decrease over the last couple years due to increase in other non-operating assets. (note: I think error in the calculation of free cash flow which I have not found. I know from my research that there is ROIC for 2002 is more like 17.5%. If anyone can figure the error, it would be much appreciated.).
Dividend per Share

[image: image10.emf]2003 ROE, ROA, ROC for Altria Group vs. the 
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Altria is currently paying out a dividend $2.72 and is expecting to increase this amount over the next few years. Altria is one of the highest yielding components in the Dow Jones Industrial Average.  Many investors like high paying dividend stocks because even if the stock price drops at least you have something to fall back on.  Also, historically dividend paying stocks in the S&P have outperformed non-dividend paying stocks in the S&P in the past three years ending 12/2002.
Dividend Yield
Altria’s average annual dividend yield has been rising over the past few years, and is currently at 5.1% which is comparable to the industry at 5.2%.  A stock will sometimes offer a high dividend yield in order to compensate for lowered expected capital gains, for example a large company in a mature industry which is no longer growing. I don’t believe that Altria has gotten to a point of complete maturity with no growth, but I believe it is maturing to that point.
Financial Health
Debt/Equity ratio
Altria’s Debt to Equity Ratio is .91, inferring approx 47.6% in debt, and 53.4% in equity.   Most tobacco companies are highly leveraged, and Altria is rather low compared to the industry (76.6% debt average from Morningstar.com). Still, Altria does have almost 50% debt and this allows for a cheaper capital structure but also making its situation more risky relative to an all-equity position. Although, due to Altria’s large amount of Free Cash Flow and its situation relative to the industry, I would state that their position is less risky overall.
Interest Coverage

[image: image11.emf]FCF for Altria, 1999-2002
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Also due to large amount of Free Cash, Altria has had no issue covering their interest.  Comparing their interest coverage position to the industry and S&P, Altria looks favorable with the industry’s interest coverage at 6.4 and 2.8 respectively.
Management Performance
Return on Equity (ROE), Return on Assets (ROA), Return on Invested Capital (ROIC)
ROA and ROE are both significantly higher than those of the industry.  While the data from 2002 shows an ROA of 12.7%, ROE is much higher at 57%.  Because ROA ignores liabilities, this shows that the company is using its leverage efficiently in generating return for the shareholders.  

The significant drop in ROE in 2001 can be attributed to a large increase in the value of the company’s stock, and thus an increase in the total value of shareholder equity, during fiscal 2001 (from $15 Bn to $19.6 Bn).   The sharp increase in stock price corresponds to the acquisition of Nabisco in December of 2000.  The decrease in ROE could imply that the company was not able to generate sufficient income to justify the increased value of the shareholder equity, but in the following year ROE jumped up to 57% despite a very slight decrease in shareholder equity value.  This shows that management succeeded in improving the efficiency of the company over those two years.  

Economic Value Added
According to my calculations of ROIC and Bloomberg’s calculation of WACC, the economic value added for MO is:
Invested Capital * (ROIC-WACC) = 18,961 million (17.58%- 6.28%) = 214,259 million
Market Multiples
P/E Ratio
	
	MO
	RJR
	BTI
	Industry
	S & P 500

	P/E ratio
	11.54
	-1.28
	29.22
	36.3
	31.0


The P/E ratio for MO is well below the average for the industry.  In a mature industry such as tobacco, which does not have a relatively high estimated growth potential, high P/E’s are unlikely to indicate investor expectations of rapid growth.  Strong companies with P/Es lower than that of the industry are therefore more likely to be good investments.  Because MO is strong fundamentally and shows better projected growth than the industry as a whole, the stock is likely undervalued.  
PEG = 1.28


Industry PEG = 2.18

The PEG ratio indicates how expensive a stock is given its current price, earnings, and projected long-term growth rate.  Although MO has a PEG greater than 1.0, it is still well below the industry PEG, and in general, a stock with a PEG below that of its peers is a good investment.

Stock Valuation
Capital Structure

Cost of Equity (CAPM Model)

CAPM = Rf + beta(Rm-Rf)

Rf = risk free rate (5 year treasury bond rate) = 2.99

(Rf was found on: www.forecasts.org)

Rm = historical long term equity risk premium (market risk) = 5.5

Beta = .70
CAPM = 2.99  + .70(5.5)= 6.84%
Cost of Equity for MO = 6.84%

Cost of Debt (all Short Term) for MO (from Bloomberg) = 3.02%
Cost of Preferred Stock for MO= 0.0%

Using Moneycentral’s estimate of Altria’s capital structure and my calculations for cost of equity, I come to a WACC for Altria of:

WACC = (.476*3.02%) + (.524*6.84%)= 5.0217%
	
	Debt
	Common Equity
	Preferred Equity
	WACC

	Weight (%)
	47.6%
	52.4%
	0%
	

	Cost (%)
	3.02%
	6.84%
	0%
	

	Wtd. Avg.
	1.43752%
	3.584%
	0%
	5.0217%


Using Bloomberg’s estimate for Altria’s capital structure and their calculations for cost of equity, the WACC is:

Cost of Equity: 7.26% (76.89% of capital)

Cost of Debt: 3.02% (23.1% of capital)

WACC: 6.28%

Intrinsic Value
www.valuepro.com: With an estimated 5-year growth of 7.0%, the intrinsic value of MO’s stock price is $99.41, compared with its current stock price of $50.00.

www.quicken.com: With an estimated 5-year growth rate of 8.50%, the intrinsic value of MO’s stock price is $65.13, compared with its current stock price of $50.00.

Risk Analysis
Insider Trading
	Date
	Insider
	Relationship
	Transaction Type
	Number of Shares
	Price
	Market Value

	
	
	
	
	
	
	

	5/28/2003
	FISHBURN J DUDLEY
	Director
	S
	4,830
	41.25
	$199,238 

	5/23/2003
	SZYMANCZYK MICHAEL E
	Officer
	S
	33,000
	41.41
	$1,366,398 

	5/20/2003
	SLIM CARLOS
	Director
	B
	250,000
	34.82
	$8,704,750 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Insider Ownership:  1% of 2.03 Billion shares =
	20.3 Million Shares
	
	
	

	
	
	
	
	
	
	

	Total Insider Sales (non-stock-option) =
	0.19%
	of total insider holdings
	
	

	Total Insider Buys =
	1.23%
	of total insider holdings
	
	


Risk Factors
Altria Board of Directors

	Name
	
	Ind.?

	Dr. Elizabeth E. Bailey
	Former Dean of Graduate School of Industrial Administration of Carnegie-Mellon University.  Director of College Retirement Equities Fund and CSX Corporation.  Trustee of Brookings Institution, National Bureau of Economic Research and Bancroft NeuroHealth.
	Y

	Mathis Cabiallavetta
	Vice Chairman of Marsh & McLennan Companies, Inc.  Chairman of MMC Global Development.  Former Chairman of Board of Directors of Union Bank of Switzerland (UBS).  Member of Board of Directors of Swiss American Chamber of Commerce.  Chair of the Finance Committee.
	Y

	Louis C. Camilleri
	CEO of Altria Group, Inc., since April 2002.  Chairman of the Board of Directors.  
	N

	J. Dudley Fishburn
	Former Conservative Member of Parliament (1988-1997).  Former executive editor of The Economist for nine years.  Director of Beazley Group plc, Cordiant Communications Group plc, Henderson Smaller Companies Investment Trust plc, and Murray Emerging Economies Trust plc.  Trustee of Liver Research Fund and Peabody Housing Trust.
	Y

	Robert E.R. Huntley
	Former counsel to the law firm Hunton & Williams (1988-1995). Former chairman, president and CEO of Best Products Co., Inc., professor of law at Washington and Lee School of Law and president of Washington and Lee University. 
	Y

	Thomas W. Jones
	Chairman and CEO of Citigroup Asset Management.  Former Chairman and CEO of Smith Barney Asset Management.  Director of Federal Home Loan Mortgage Corporation and Fox Entertainment Group, Inc.  Trustee of Cornell University, Educational Broadcasting Corporation and Investment Company Institute.
	Y

	Billie Jean King
	Record 20 Wimbledon championships.  Director of Elton John AIDS Foundation, Women’s Sports Legends and Women’s Sports Foundation.  Advisory Board member of Voxxy.  Member of Nominating and Corporate Governance and Public Affairs and Social Responsibility Committees.
	Y

	Lucio A. Noto
	Retired Vice Chairman of Exxon Mobil Corporation.  Former Chairman and CEO of Mobil Corporation.  Director of IBM and UAG Inc.  Member of Mitsubishi Corp. International Advisory Council, Trilateral Commission Foreign Relations Council, Council for the United States and Italy and the Singapore-U.S. Business Council.
	Y



	Carlos Slim Helu
	Chairman Emeritus of Grupo Carso, S.A.  Chairman of the Board of America Movil and Fundacion Telemex.  Director of SBC Communications Inc.  Chairman of the Executive Committee for the Rescue of the Historical Center of Mexico City and Chairman of the Board of the Museo Soumaya.  Member of the Advisory Council for Latin America of the NYSE, board of Fundacion Unam A.C., and Patronato del Hospital Infantil.
	Y

	Stephen M. Wolf
	Former Chairman of U.S. Airways Group, Inc.  Former senior advisor of Lazard Frere & Co.  Former Chairman and CEO of UAL Corporation and United Air Lines.  Trustee of Georgetown Universtity, Brookings Institution and World Wildlife Fund.  
	Y


Internal and External Risk Factors
Tobacco Related Litigation

Altria anticipates that new litigation cases will continue to be filed against the tobacco businesses.  Altria has paid verdicts of billions of dollars and sees the present litigation environment as extremely uncertain.

Anti-Tobacco Action
Altria faces significant governmental action aimed at reducing the incidence of smoking and seeking to hold the tobacco companies liable for the adverse health effects resulting. Governmental actions along with diminishing social acceptance will have negative effects on income from Altria’s tobacco subsidiaries.

Excise Taxes

Substantial excise taxes have been and continue to be imposed on cigarettes in the United States. This results in price increases which can result in lower purchases and reduction of smoking.

Increasing Competition in the Domestic Tobacco Market

Tobacco Litigation and Excise taxes have assisted in price increases resulting in increased brand switching (to discount brands) by consumers. Additional competition (characterized by weak economic conditions, erosion of consumer confidence) along with these factors can result in lower sales domestically and abroad.

Governmental Investigations

Governmental investigations into Altria’s tobacco subsidiaries have been in a number of situations ranging from allegations of contraband cigarette shipments to allegations of misleading consumers using words like “lights” and “ultra lights” in brand descriptors. Predictability of the outcome of these investigations or financial effects is unknown.
New Tobacco Product Technologies

Continued research is done by Altria’s tobacco subsidiaries on ways to reduce the risk of smoking. Altria cannot guarantee that they will be successful in delivering products that will reduce the harmful constituents in tobacco smoke while still meeting smokers taste expectations.

Foreign Currency

Altria’s international food and tobacco subsidiaries conduct their businesses in local currency and fluctuating exchange rates can adversely affect their profits.

Competition and Economic Downturns

All of Altria’s consumer product subsidiaries are subject to intense competition changes in customer preference and local economic conditions. To demonstrate continued success, Altria must continue to promote brand equity, respond to consumer trends, develop new products and markets, improve productivity, and respond effectively to changing prices.

Grocery Trade Consolidation
As grocery retailers continue to consolidate and grow larger, they demand lower pricing and increased promotional programs resulting in higher expenses for Altria. 

Continuing Need to Add Food and Beverage Products and Strengthening Brand Portfolios through Acquisition and Divestitures

Kraft’s success depends in part on its ability to grow its business faster then the populations are growing in the markets they serve. Altria needs to continue to enhance its portfolio by adding products that are in faster growing, more profitable categories. Acquisitions present risks of failing and opportunities are limited.

Raw Material Prices

The raw materials used by Altria’s consumer product subsidiaries are mainly commodities that experience price volatility caused by external conditions, market fluctuations, currency fluctuations, and changes in governmental agricultural programs.

Food Safety and Quality Concern
Altria can be adversely affected if consumers lose confidence in the safety and quality of certain food products produced by Kraft. Recent publicity (like genetically modified organisms and mad cow disease in Europe), regardless of validity, may discourage customer purchasing or production disruptions. Kraft may even have to recall some of its products.
More Valuation (updated 2/1/04)

Annual compound rate of growth in earnings and dividends: In order to calculate the annual compounded rate of growth in earnings and dividends, EPS and DPS was found for the last 10 years. After analyzing the company, the last 5 years proved to be a better measure for calculating growth rate due to the fluctuations in the company’s numbers prior to 1998 (therefore effecting EPS dramatically).
	EPS
	Dividend Per Share

	5-year growth rate
	5-Year Growth Rate

	2.2(1+i)5 = 4.6
	1.68(1+i)5 = 2.64

	(1+i)5 = 2.0909091
	(1+i)5 = 1.5714

	x = 15.8956%
	x=9.4605%


Average plowback and payout ratios: Average payout ratios were calculated by dividing the DPS by the EPS. Average plowback ratios were simply calculated by 1- payout ratio. Even though 5 year data was used to base growth rates on, a better sampling for Payout ratios and Plowback ratios would be over 10 years (although the difference is minimal). Once the calculation was completed for each year, the numbers were simply averaged together to get an overall average. 

	Average Payout Ratio
	Average Plowback Ratio

	over 10- years
	over 10-years

	58.81623%
	41.18377%


Average return on equity (ROE): Average ROE was simply calculated by averaging ROE over the last 5 years for the company based on numbers from Valueline. To be consistent with the growth rates, the 5 year time frame was kept.

	Average ROE

	over 5-years

	47.74%


Growth Rate in Earnings (based on calculations of ROE and plowback ratio): Calculations for ROE below are based on multiplying the calculations of ROE and the retention rate. Due to the differences in growth rates that were calculated, I averaged them together to get a better estimate.

	Average of the 3 growth rates

	15.0057%


	Growth Rate based on calculations

	g = ROE * b

	19.661%


Weighted Average Cost of Capital: The capital asset pricing model (CAPM) was used to find the required rate of return for equity. A risk free rate of 2.99% (10-year t-bond) was used, along with a Rm-Rf of 5.5%. Using this information and debt information from Valueline, I calculated Altrias’s current Weighted Average Cost of Capital (WACC).

Capital Structure

Cost of Equity (CAPM Model)

CAPM = Rf + beta(Rm-Rf)

Rf = risk free rate (5 year treasury bond rate) = 2.99

(Rf was found on: www.forecasts.org)

Rm-Rf = historical long term equity risk premium (market risk) = 5.5

Beta = .70

CAPM = 2.99  + .70(5.5)= 6.84%

Cost of Equity for MO = 6.84%

Cost of Debt (all Short Term) for MO (from Bloomberg) = 3.02%

Cost of Preferred Stock for MO= 0.0%

Using Moneycentral’s estimate of Altria’s capital structure and my calculations for cost of equity, I come to a WACC for Altria of:

WACC = (.476*3.02%) + (.524*6.84%)= 5.0217%

Multi-Period Growth Model (k < g): Due to the fact that my growth rate (15.0057%) was larger then my cost of equity (5.0217%), the multi-period growth model was used to calculate stock price.
	Dividend
	Average Growth Rate
	Div. Price = Do*(g)^n
	N years
	PV using a discount rate of 5.0217%

	 $                               2.64 
	1.150057
	 $                             3.04 
	1
	 $                                   2.89 

	 $                               2.64 
	1.150057
	 $                             3.49 
	2
	 $                                   3.17 

	 $                               2.64 
	1.150057
	 $                             4.02 
	3
	 $                                   3.47 

	 $                               2.64 
	1.150057
	 $                             4.62 
	4
	 $                                   3.80 

	 $                               2.64 
	1.150057
	 $                             5.31 
	5
	 $                                   4.16 

	 
	 
	 
	Total = 
	 $                                 17.48 


The equation for Price at T0 = DividendYear5 * (1 +g) / (k-g)

After finding the dividend in year 5 in the above table, and assuming a constant growth rate after year 5 of 3%, the price at T0 = $229.28. This price can now be compared with current stock price at $55.59. I do not feel that this information is valid based on the price calculated.
	Dividend in Year 5
	 $                                  5.31 

	Assumed Constant Growth Rate after 5 yrs
	5.00%

	Price in Year 5
	 $                              270.60 

	PV of Price in Year 5
	$229.28 


Average P/E ratio for the each stock: When calculating average P/E, the Price to Earnings ratios for the last 5 years for the MO stock was found and then averaged out. Price/Earnings = Current P/EPS, therefore   12.40= x/4.52, x: representing the price.

Using this calculation, the stock price came $56.05. Comparing that with the current stock price of $55.59, the stock as a BUY recommendation.

	Average P/E
	                             12.40 

	Current EPS
	 $                             4.52 

	Price = P/E * EPS
	 $                            56.05 


Other models for valuation:

Valuepro.Net model: Using the Valuepro.net model and a growth rate of 7%, the intrinsic value of the stock is currently $103.35. Comparing that with the current stock price of $55.59, the stock has a BUY recommendation.

Quicken.com model: Using the Quicken.com model and a growth rate of 8.5%, the intrinsic value of the stock is currently $67.87. Comparing that with the current stock price of $55.59, the stock has a BUY recommendation. 

Valueline Recommendation: Valueline gives the NEM stock a 3 for Timeliness, 3 for Safety and 2 for Technical. The company’s financial strength is rated B+. “The stock carries an impressive dividend yield, and its 3- to 5- year appreciation potential is also attractive”. With this information, I would say the stock has a BUY recommendation.


MoneyCentral Recommendation: Stock Scouter Ranking is 10 out of 10. Out of 11 analysts on MoneyCentral, 5 recommend this stock a strong buy, 2 recommend this stock a moderate buy, 2 recommend this stock a hold, and 2 recommend this stock a strong sell. Zack’s average broker recommendation is 2.27, giving this stock a HOLD recommendation.

Yahoo Finance Recommendation: The mean recommendations of the analysts on Yahoo Finance give the stock 2.1 out of 5, giving this stock a MODERATE BUY recommendation.

As a result of my analysis and review of the Altria Group, I conclude that this stock is BUY.

Sources

www.valueline.com
www.bloomberg.com
www.moneycentral.com
www.wsj.com
www.smartmoney.com
www.cnn.com
http://finance.yahoo.com/
http://research.thomsonib.com/gaportal/ga.asp
ALTRIA GROUP SUBSIDIARIES AND BRANDS

Kraft Foods North America Selected Brands

Kraft Foods North America is the North American food business of Kraft Foods Inc. It is headquartered in Northfield, Illinois, and traces its history to three of the most successful food entrepreneurs of the late 19th and early 20th centuries: J.L. Kraft, Oscar Mayer and C.W. Post. Today, Kraft is the largest packaged food company in the U.S. and Canada.

--------------------------------------------------------------------------------

Beverages, Cheese, Coffee

· General Foods

  International Coffees

· Goalie

· Maxim

· Maxwell House

· Sanka

· Starbucks*

· Yuban 

Frozen Treats

· Mr. Freeze

· Kool-Aid Slushies 

Powdered Soft Drinks

· Country Time

· Crystal Light

· Kool-Aid

· Tang 

Ready-to-Drink

· Capri Sun*

· Country Time

· Crystal Light

· Kool-Aid Bursts

· Tang

· Total Balance 

Convenient Meals, Bacon

· Oscar Mayer

· Louis Rich 

Cold Cuts

· Oscar Mayer

· Louis Rich

· Louis Rich Carving Board 

Dinner Kits

· Stove Top Oven Classics

· Taco Bell* 

Frozen Pizza

· California Pizza Kitchen*

· DiGiorno

· Jack's

· Tombstone 

Hot Dogs

· Oscar Mayer

· Louis Rich 

Lunch Combinations

· Lunchables 

Macaroni & Cheese Dinner

· Kraft

· Kraft Easy Mac

· Velveeta 

Meat Alternatives

· Boca 

Meat Snacks

· Tombstone 

Pastas and Sauces

· DiGiorno 

Snacks, Cookies

· Barnum's Animals

· Biscos

· Café Crème

· Cameo

· Chips Ahoy!

· Crispin (Puerto Rico only)

· Dad's

· Danish (Puerto Rico only)

· Famous Chocolate Wafers

· Family Favorites

· Old Fashioned

· Ginger Snaps

· Hony Bran (Puerto Rico only)

· Konitos (Puerto Rico only)

· Lorna Doone

· Mallomars

· Marshmallow Twirls

· Nabisco (Puerto Rico only)

· National Arrowroot

· Newtons

· Nilla

· Nutter Butter

· Oreo

· Peak Freans

· Pecan Passion

· Pecanz

· Pinwheels

· SnackWell's

· Social Tea

· Stella D'oro

· Sweetie Pie (Puerto Rico only)

· Teddy Grahams

· Wild Thornberry's* 

Crackers

· Air Crisps

· Better Cheddars

· Cheese Nips

· Club Social (Puerto Rico only)

· Crown Pilot

· Doo Dad

· Flavor Crisps

· Harvest Crisps

· Honey Maid

· Nabisco Grahams

· Nabs

· Premium

· Ritz

· Royal Lunch

· SnackWell's

· Stoned Wheat Thins

· Sportz (Puerto Rico only)

· Sultana (Puerto Rico only)

· Triscuit

· Uneeda

· Waverly

· Wheatsworth

· Wheat Thins

· Zwieback 

Ice Cream Cones

· Comet Cups 

Packaged Food Combinations

· Handi-Snacks

· Lunchables 

Refrigerated Ready-to-Eat Desserts

· Jell-O

· Handi-Snacks 

Snack Nuts

· Corn Nuts

· PB Crisps

· Planters 

Sugar Confectionery

· Altoids

· Callard & Bowser

· CremeSavers

· Farley's

· Jet-Puffed

· Kraft Caramels

· Lavie

· Life Savers

· Milka L'il Scoops

· Nabisco Fun Fruits

· Now and Later

· Sather's

· Terry's

· Tobler

· Toblerone

· Trolli 

  Cold Pack Cheese

· Woody's 

Cottage Cheese

· Breakstone's

· Knudsen

· Light n' Lively 

Cream Cheese

· Philadelphia

· Temp-tee 

Grated Cheese

· Kraft 

Natural Cheese

· Athenos

· Churny

· Cracker Barrel

· DiGiorno

· Handi-Snacks

· Harvest Moon

· Hoffman's

· Kraft

· Polly-O 

Process Cheese Loaves

· Kraft Deluxe

· Old English

· Velveeta 

Process Cheese Sauce

· Cheez Whiz 

Process Cheese Slices

· Kraft Deli Deluxe

· Kraft Free Singles

· Kraft Singles

· Kraft 2% Milk Singles

· Velveeta 

Process Cheese Spread

· Easy Cheese 

Grocery, Baking Chocolate/Coconut

· Baker's 

Baking Powder

· Calumet 

Barbecue Sauce

· Bull's-Eye

· Kraft 

Breakfast Beverage

· Postum 

Coating Mix

· Shake ‘n Bake

· Oven Fry 

Condiments

· Grey Poupon

· Kraft

· Sauceworks 

Cooked Cereal

· Cream of Wheat 

Cereal Bars

· Nabisco 

Dips

· Kraft 

Dog Biscuits

· Milk-Bone 

Dry Packaged Desserts

· Dream Whip

· D-Zerta

· Jell-O

· Knox

· Knox NutraJoint

· Minute 

Energy Bars

· Balance

· Jenny Craig*

· Oasis Bars 

Fruit Preservatives

· Ever Fresh 

Frozen Whipped Topping

· Cool Whip 

Ice Cream Topping

· Kraft 

Margarine

· Parkay (Puerto Rico only) 

Pasta Salads

· Kraft 

Pectins

· Certo

· Sure-Jell 

Pickles/Sauerkraut

· Claussen 

Pie Crusts

· Honey Maid

· Nilla

· Oreo 

Ready-to-Eat Cereals

· Post

· Alpha-Bits

· Banana Nut Crunch

· Blueberry Morning

· Cinna-Cluster Raisin Bran

· Cranberry Almond Crunch

· Frosted Shredded Wheat

· Fruit & Fibre

· Golden Crisp

· Grape-Nuts

· Great Grains

· Honey Bunches of Oats

· Honeycomb

· Nabisco (Puerto Rico only)

· Natural Bran Flakes

· Oreo O's

· Pebbles*

· Raisin Bran

· Shredded Wheat

· Shredded Wheat ‘n Bran

· Spoon Size Shredded Wheat

· Toasties

· Waffle Crisp

· 100% Bran

Rice

· Minute 

Salad Dressings

· Good Seasons

· Kraft

· Seven Seas 

Sour Cream

· Breakstone's

· Knudsen 

Spoonable Dressing

· Kraft Mayo

· Miracle Whip 

Steak Sauce, Marinade, Worcestershire

· A. 1. 

Stuffing Mix

· Stove Top 

Toaster Pastries

· Kool Stuf 

Yogurt

· Breyers*

· Jell-O 

--------------------------------------------------------------------------------

* Breyers is a registered trademark owned and licensed by Unilever, N.V.

* Capri Sun is a registered trademark of Rudolf Wild GmbH & Co. KG, used under license.

* California Pizza Kitchen is a trademark owned and licensed by California Pizza Kitchen, Inc.

* Jenny Craig is a registered trademark of Jenny Craig, Inc., used under license.

* Pebbles is a registered trademark of Hanna-Barbera Productions, Inc. Licensed by Hanna-Barbera Productions, Inc.

*Starbucks is a registered trademark of Starbucks U.S. Brands Corporation.

*Nickelodeon and all related titles, characters and logos are trademarks owned and licensed by Viacom International Inc. All rights reserved.

*Taco Bell is a registered trademark owned and licensed by Taco Bell Corp.

Kraft Foods International Selected Brands
Kraft Foods International is the international food business of Kraft Foods Inc. and an important part of life in over 145 countries worldwide, offering a host of great products and trusted brands built upon a history of quality and innovation. As the largest international food company based in the United States, it has over 49,000 people worldwide committed to delivering satisfaction every day to its consumers and customers.

--------------------------------------------------------------------------------

Snacks, Confectionary

· Côte d'Or

· Daim

· Figaro

· Freia

· Karuna

· Korona

· Lacta

· Marabou

· Milka

· Poiana

· Prince Polo

· Sonho de Valsa

· Suchard

· Sugus

· Terry's

· Toblerone 

Biscuits

· Cerealitas

· Chips Ahoy!

· Club Social

· Lucky

· OREO

· Ritz

· Terrabusi

· Trakinas 

Salted Snacks

· Estrella

· Maarud

Beverages

Coffee

· Blendy

· Carte Noire

· Dadak

· Gevalia

· Grand' Mère

· Jacobs Krönung

· Jacobs Monarch

· Jacques Vabre

· Kaffee HAG

· Kenco

· Maxim

· Maxwell House

· Nova Brasilia

· ONKO

· Saimaza

· Splendid 

Powdered Soft Drinks

· Clight

· Fresh

· Frisco

· Kool-Aid

· Tang

· Verao 

 Cheese

· Dairylea

· Eden

· El Caserio

· Invernizzi

· Kraft Singles

· Kraft Sottilette

· Philadelphia

Convenient Meals

· Dairylea Lunchables

· El Caserio Lunchables

· Kraft Lunchables

· Kraft Macaroni & Cheese

· Mirácoli dinners

· Simmenthal canned meats

Grocery

· Bird's desserts

· Kraft pourables

· Kraft ketchup

· Kraft mayonnaise

· Kraft peanut butter

· Miracle Whip

· O'boy

· Post cereals

· Royal

· Vegemite

Philip Morris International Selected Brands

Philip Morris International is the International tobacco company owned by Altria Group, Inc. and manages the world's leading international cigarette business outside the United States. Its affiliates manufacture, market, sell and distribute high quality cigarettes in over 180 countries and territories around the world.

--------------------------------------------------------------------------------

The brands listed below are among Philip Morris International's top global brands.

· Apollo Soyuz

· Bond Street

· Caro

· Chesterfield

· Diana

· F 6

· Fajrant

· L & M

· Lark

· Longbeach

· Marlboro

· Merit

· Multifilter

· Muratti

· Optima

· Parliament

· Peter Jackson

· Petra

· Philip Morris

· Polyot

· Red & White

· SG

· Start

· Vatra

· Virginia Slims

Philip Morris USA Selected Brands

Philip Morris USA is the domestic tobacco company owned by Altria Group, Inc., and is the nation’s leading cigarette manufacturer.

--------------------------------------------------------------------------------

Philip Morris USA Brands & Products

· Marlboro

· Virginia Slims

· Benson & Hedges

· Merit

· Parliament

· Alpine

· Basic

· Cambridge

· Bristol · Bucks

· Chesterfield

· Collector's Choice

· Commander

· English Ovals

· Lark

· L&M

· Saratoga

· Superslims 
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Business Summary


Altria Group, Inc., formerly Philip Morris Companies Inc., is a holding company and the parent company of wholly owned subsidiaries Philip Morris USA Inc. (PM USA), Philip Morris International Inc. (PMI) and a majority-owned (84.2%) subsidiary, Kraft Foods Inc. (Kraft). These operating subsidiaries are engaged in the manufacture and sale of various consumer products, including cigarettes, foods and beverages. Philip Morris Capital Corporation (PMCC), another wholly owned subsidiary, is primarily engaged in leasing activities. The Company's former wholly owned subsidiary, Miller Brewing Company (Miller), was engaged in the manufacture and sale of various beer products prior to the merger of Miller into South African Breweries plc (SAB) on July 9, 2002. The Company changed its name from Philip Morris Companies Inc. to Altria Group, Inc. in January 2003. 


Share Performance


Price ($):  50.00         52 Week High:  50.70      Currency: USD


Avg. Volume (millions): 6.192        52 Week Low:   27.70
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Financial Summary


Overall, Altria group looks like a stable stock with projected steady growth over the next few years.  Its currently low P/E can be interpreted to mean that this stock is undervalued. The company has, and continues to make improvements to improve efficiency and increase net income in an increasingly competitive industry subject to frequent litigation with issues arising from tobacco products. I think this stock is a buy.





I recommend a purchase of 300 shares at the current share price of $50.59 for a total of $15,177.00.
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