Current Price Per Share $ 70.79

Intrinsic Value Per Share $ 94.74

Upside Potential w SABMiller factor
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$87116 $91196 $ 93332 § 8566.0 $ 82462 $ 79424 §$ 76536 $ 7,3788 $7,117.0 $ 6,867.3 $ 6,629.1

Risk Free Rate - 30 Year T-Bill 4.70% Domestic G-Rate 1.00%
Historical Equity Risk Premium 5.50% International G-R 4.00%
Beta 0.55 exp rate 0.10%
WACC 7.22% Corporate Exp Growth Domestic 1.00%
Terminal Beta 0.79 Corporate Exp Growth Foreign 3.00%
Terminal WACC 9.05% Interest Expense Growth 2.00%
Tax Rate 33.00%
2004 2005 2006 2007E 2008E

Total Revenues (ex Excise Tax) 31,795 34,807 35,968 37,975 39,349

Growth 9.47% 3.34% 5.58% 3.62%
Revenues by Segment (ex Excise Tax)

Philip Morris USA 13,817 14,475 14,857 15,193 15,445
Growth 4.76% 2.64% 2.26% 1.66%
Share of Total 43.46% 41.59% 41.31% 40.01% 39.25%

Philip Morris International 17,583 20,013 20,794 22,613 23,744
Growth 13.82% 3.90% 8.75% 5.00%
Share of Total 55.30% 57.50% 57.81% 59.55% 60.34%

Philip Morris Capital Corporation 395 319 317 169 160
Growth -19.24% -0.63%  -46.69% -5.33%
Share of Total 1.24% 0.92% 0.88% 0.45% 0.41%

Total Operating Companies Income 11,582 12,810 13,258 14,197 15,214

Growth 10.60% 3.50% 7.08% 7.16%

Operating Companies Income

Philip Morris USA 4,438 4,664 4,822 4,969 5,168
Operating Margin 32.12% 32.22% 32.46% 32.71% 33.46%

Philip Morris International 6,860 7,915 8,157 9,067 9,893
Operating Margin 39.01% 39.55% 39.23% 40.10% 41.67%

Philip Morris Capital Corporation 284 231 279 161 153
Operating Margin 71.90% 72.41% 88.01% 95.27% 95.63%

Less: Amortization of Intangibles 17 28 30 24 24
Less: General Corporate Expenses 721 770 720 566 433
EBIT 10,844 12,012 12,508 13,607 14,757

Philip Morris USA 3,700 3,866 4,072 4,379 4,711

Philip Morris International 6,860 7,915 8,157 9,067 9,893

Philip Morris Capital Corporation 284 231 279 161 153

Less: Interest Expense, Net 510 521 367 142 644
Philip Morris USA
Philip Morris International
EBT 10,334 11,491 12,141 13,465 14,113
Less: Taxes 3,947 4,034 4,012 4,485 4,569

Effective Tax Rate 38.19% 35.11% 33.05% 33.31% 32.37%
Net Income 6,387 7,457 8,129 8,980 9,544
Plus: Interest 510 521 367 142 644
Plus: D&A 673 745 867 761 784

Depreciation 656 717 837 737 760
Philip Morris USA 203 208 202 204 206
Philip Morris International 453 509 635 532 554

Operating Cash Flow (OCF) 7,570 8,723 9,363 9,883 10,972
Less: Capital Expenditures 907 1,035 1,285 1,076 1086.4233

Philip Morris USA 185 228 361 258 261
Growth 23.24% 58.33%  -28.53% 1.00%

Philip Morris International 711 736 886 778 800.99667
Growth 3.52% 20.38%  -12.23% 3.00%

Philip Morris Capital Corp 11 71 38 40 40
Growth 545.45% -46.48% 5.26% 1.00%

Less: A Net Working Capital (1,372) 1,115 128.50 -10.47

Net Working Capital (161) (1,533) (418) -289.50 -299.97

Free Cash Flow to Firm (FCFF) 6,663 7,688 8,078 8,807 9,886
15.38% 5.07% 9.02% 12.25%
PV Factor 0.99 0.92
PV of FCFF
PV of Hyper/Transitional Growth $ 87,564.79
PV of Terminal Growth $ 113,305.17
PV of Firm $ 200,869.95
plus: Cash and Equivalents $ 5,020.00
less: Debt $ 19,713.99
Total Value $ 186,175.96
divided by: Dilluted Shares Outstanding 2,105.21
|Intrinsic Value per Share (ex SABMiller) $ 88.44 |
SABMiller Stake Value (28.6% of Mkt Cap) $ 13,273,832,000.00
SABMiller Market Cap (£) £ 22,640,000,000.00
Dollar / Pound Conversion rate 2.05
SABMiller Market Cap ($) $ 46,412,000,000.00
SABMiller value added, per share $ 6.31
| Intrinsic Value per Share (w/ SABMiller) $ 94.74 |
[MO Current Share Price $ 70.79 |
Upside Potential w SABMiller factor 33.83%
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