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HERSHEY FOODS CORP

Sabrient Rating Hold

Ticker HS | 58| |

Market Cap Designation Large-cap

Market Capitalization (Billions) $8.8 | $56

Price $51.05

52-Week High/Low $59.24/48.20 54 -

EPS (TTM) $2.38 '

P/E Ratio (TTM) 214 \M/\M

Dividend Yield 2.1%| ¥

S&P 500 P/E Ratio 21.3

Price/Book Ratio 10.7 | $50

Price/Sales Ratio 1.8

30-Day Average Volume (Millions) 1.3

Beta 0.15 Average Daily VolumeMillions — 50-Day Moving Average
Current Ratio 1.0 2

Short Interest Ratio 3713 | I I |

Shares Outstanding (Millions) 173.2 Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sept  Oct
Institutional Holdings 1.9% 200< 200¢

Sabrient Ratings

Sabrient’'s Buy/Hold/Sell ratings are based on a
combination of dynamic filters that determine whig
attributes of a stock are most predictive in the pre
market and which stocks best reflect those attribu
are not yet rewarded.

Sabrient starts with an “extraction” process that ug
best performing filters to identify stocks having ce

compelling attributes currently sought by the mark

Then, a composite scoring process uses a weight
average of several key scores to quantify the relaf]
likelihood of upside or downside price action. As g
the Buy/Hold/Sell rating may, in certain cases, seq
inconsistent with a simple average of the scores c
this analysis.

A BUY rating means the stock is expected to in
15% or more over the following six months. A SE|J
means the stock is expected to decline by 10% or
over the following six months. A HOLD rating indig
that Sabrient has no opinion on the stock because
certain compelling qualities sought by Sabrient’s 4
performing filters.

If a stock is rated HOLD, the investor should revie!
stock’s history of Sabrient ratings to see if it has re
changed to HOLD from BUY or SELL. If so, this in
one of the following: (1) there has been a significa]
change in the stock’s fundamentals, (2) the stock
already appropriately rewarded or punished by thdg
market, or (3) there simply has been some recent
consolidation that warrants attention. A reading of
Sabrient’s analysis should identify which it is.

More about Sabrient on Page 4.

Sabrient’'s Market Cap Designations

Company Profile

. HERSHEY FOODS CORP (Hershey) manufactures, distributes and sells confectionery,
aﬁﬁ%ck, refreshment and grocery products. Principal product groups include

. cgpfectionery and snack products sold in the form of bar goods, bagged items and
boxed items; refreshment products sold in the form of gum and mints; and grocery

egmglucts.

[8arnings and Revenue Update: For the quarter ended September 30, 2006, Hershey

Plreported earnings of $183.7 million or $0.77 per share compared with $98.4 million

Cor $0.41 per share for the prior quarter and $114.2 million or $0.46 per share for

e, same quarter one year ago. Revenues were $1.4 billion for the quarter ended

meSC'eptember 30, 2006 compared with $1.1 billion for the prior quarter and $1.4 billion

i Jgrthe same quarter one year ago. Last twelve months' earnings were $2.38 per
share compared with $1.97 per share a year ago. Last twelve months' revenues

were $5.0 billion compared with $4.8 billion a year ago.

< o

L rating .
mSabrient Analysis

?ﬁ%ﬁsgets a Hold rating from Sabrient. The stock shows a strong growth profile, but
not pass Sabrient's composite filtering process.

ed!

« Growth: A Sabrient Growth Score of 82.1 places HSY in the upper ranges of the
th®abrient composite measure for growth potential. Such a score points toward

cerfévorable current EPS trends.
dicates
ht* Momentum: The stock appears to have average momentum based on its Sabrient

s Momentum Score of 60.9. The score reflects price, earnings and group momentum.

pr-lcgalue: A rank of 39.4 for the Sabrient Value Score implies that historical and
projected earnings are already priced into shares of Hershey.

« Timeliness: HSY has a Sabrient Timeliness Score of 25.1. This measures technical
strength based on short-term and long-term price performance and long-term
group strength.

n
bn
ligsabrient Analysis continued on Page 3

Large Cap > $5.0 Billi
Mid Cap $1.0 - $5.0 Billi
Small Cap $150 Million - $1.0 Bi
Micro Cap < $150.0 Milli
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Current Sabrient Scores Compared with Industry and Relevant Benchmark
These Sabrient scores compare various aspects of HERSHEY FOODS CORP with its industry and relevant benchmarks. The scores are percentile rankings from
scores are better. We use a weighted average of several key scores to quantify the relative likelihood of upside or downside price action. Therefore, the Sabrient r:
inconsistent with a simple average of the scores cited in this analysis.

Growth Score: 82.1

The Sabrient Growth Score reflects a company's historical and projected earnings
growth, revenue and sales growth, projected cash flow, analyst activity, and changes in

‘ : earnings estimates, each over various time periods. The higher the score, the better the
Industry 414 : combined performance of these key measures. With a Sabrient Growth Score of 82.1,
sp500 61.2 Hershey is significantly higher than the average of its industry group, which has a
) ) Sabrient Growth Score of 41.6.
Very Low Low Average High Very High
Value Score: 3¢ The Sabrient Value Score measures the relationship between a company's stock price
Y ; 39 ) and its intrinsic value, as indicated by earnings and balance sheet attributes, with an
: - emphasis on earnings. Also considered are cash flow measures and fundamental
: valuation ratios. With a Sabrient Value Score of 39.4, Hershey is marginally higher than
the average of its industry group, which has a Sabrient Value Score of 34.2.
Very Low ‘ Low ‘ Average ‘ High Very High
Momentum Score: 60.9 The Sabrient Momentum Score measures a company's earnings and price momentum,
evenly weighted, and augmented by group strength, money flow, and relative volume.
Core technical factors include current price relative to periodic highs and moving
averages. With a Sabrient Momentum Score of 60.9, Hershey is marginally lower than
sp500 70.2 the average of its industry group, which carries a Sabrient Momentum Score of 64.5.
Very Low ‘ Low Average ‘ High Very High
Earnings Score: 68.3 The Sabrient Earnings Score assesses a company's overall earnings performance and
projected outlook. Time periods include an average look-back of three years with an
: 3 3 emphasis on the past four quarters and a forward look of one to five years. With a
: : Sabrient Earnings Score of 68.3, Hershey is substantially higher than the average of its
industry group, which has a Sabrient Earnings Score of 35.3.
Very Low : Low : Average : High Very High
Balance Sheet Score: 67.8 The Sabrient Balance Sheet Score measures a company's liquidity and debt issues, as
well as receivables and inventory quality. This score is used to assess relative risk
: : p— associated with a stock: the lower the score, most likely the higher the inherent risk. With
a Sabrient Balance Sheet Score of 67.8, Hershey is marginally lower than the average of
sp500 66.4 its industry group, which carries a Sabrient Balance Sheet Score of 72.5.
Very Low ‘ Low Average ‘ High Very High
Fundamental Score: 32.8 The Sabrient Fundamental Score is the broad measure of a company's financial health,
HSY 32 4 including its balance sheet, cash flow, revenue, and earnings quality. With a Sabrient
Fundamental Score of 32.8, Hershey is considerably lower than the average of its
Industry 52. industry group, which carries a Sabrient Fundamental Score of 52.9.
sp500 54.
Very Low ‘ Low Average ‘ High Very High
Timeliness Score: 25.1 The Sabrient Timeliness Score is an assessment of a stock's short and long-term price
: strength as determined by various chart-based indicators and measures of group
: 3 momentum and relative price performance. With a Sabrient Timeliness Score of 25.1,
: Hershey is considerably lower than the average of its industry group, which carries a
sp500 62.9 Sabrient Timeliness Score of 49.1.
Very Low ‘ Low Average ‘ High Very High

Peer Analysis

This table compares HSY with other similar-sized companies in the same industry group, focusing on Sabrient’'s growth, momentum and value scores, which repre
main investing styles. The Peer Analysis chart compares HSY’s price performance with these companies.

2-Year Price Performance

— HSY— Peers
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Symbol Company Growth Score  Momentum Score Value Score
CAG ConAgra Foods 8.4 55.1 18.4
SLE Sara Lee 8.5 60.2 26.3
WWY  Wrigley 24.6 58.0 37.6

HSY HERSHEY FOODS CORP 82.1 60.9 39.4
DF Dean Foods 43.7 54.1 32.1

HRL Hormel 715 45.6 40.3

MKC McCormick 20.8 40.0 215

Market Car
$13.2
$12.9
$11.5
$8.8
$5.5
$4.9
$4.4
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Historical Sabrient Scores Sabrient Analysis continued from Page 1

The recent history of key Sabrient scores provide nsi%ht . . ) . o

into the stock’s trend—whether it is increasing or | * Best Performing Filters:  To determine the likelihood of near-term performance,
decreasing in strength in a particular area, or simgly Sabrient builds and backtests "Smart Filters" to establish which caps, styles and
holding steady. The Sabrient scores are percentilg  attributes are drawing a premium in today's market. Currently, the three most
rankings from 0 t0 9.9, with higher scores better. Kegpeictive filters for the relevant segment are:

in mind that Sabrient ratings may seem inconsistept with

a simple average of these key scores because a weig®esup Momentum Filter: The Group Momentum Filter measures industry group
average of several key scores is used to quantify the performance in multiple periods with an emphasis on the last three months and
relative likelihood of upside or downside price actipn. go 5 as a proxy for broader market sentiment toward a group or niche.

] Backtesting shows that the filter has earned a significant premium to its large-cap
SorowthScore 821 benchmark over the past three months. HSY scores 12.8 for this filter.
T e Turnaround Filter:  The Turnaround Filter gives high scores to stocks that exhibit
A0 = mmian oo low relative valuations and relatively stagnant EPS growth over the last three
201 T | [ years, but have favorable EPS projections that have not yet been rewarded by the

10/24/0! 4/24/0t 71240t Curren market. The filter dramatically outperformed its large-cap benchmark during the
last three months. HSY scores 65.6 for this filter.
Value Score: 3¢
200 === s s s s e Price Trend Filter: The Price Trend Filter uses a sophisticated statistical analysis to
28 o evaluate a stock's current price with respect to its long-term trend and to compare
40 - the result to the stock's core growth charateristics. A high score means the stock is
20 A8 00 NPT - 3 394 below its long-term trend, especially in light of its earnings performance. A low
""" 10/24/0° 4/24/0¢  7/24/0¢  Curren score means the stock is above its long-term trend and may likely fall back to or
below the mean. As of last month, this filter showed a substantial premium to its
Moomentum Score: 60.9 large-cap benchmark. HSY scores 72.8 for this filter.
28 .. [T In summary, despite a respectable showing for Sabrient's growth measures, HSY is
pol BB B e rated a Hold. This analysis should be considered in light of the recent behavior of
20 -- S - - I - - - - - - - - the market, discussed below.
""" 7/24/00 " 8/22/0¢ 9/19/0¢  Curren
. What the Market Wants: October .
Earnings Score: 68.3
L0 =+ == m s [Note: 'What the Market Wants' is based on the market behavior and Sabrient's
28:j:j:j:j:j:j:j:j:j:j:j::::””””:j ::: TEN filter backtesting results for the previous month.]
‘2‘8 . L L . September, historically the weakest month of the year, was anything but, as the
rrrrrr L0240 aaor T Tmalor T Curer market extended August's solid gains. The large-cap indices, led by a 3.4% advance
in the Nasdaq, paced the market in September. All other caps and all styles were up
Balance Sheet Score: 67.8 as we_II, ranging from _1% to over 2% for most indexes to as low as 3 basis points for
00 - - - - o m e the micro-cap growth index.
B0 -7 - cesisieioioioiieeoens
R 690.4 RN 69.2 R 65/ Rt 67.8 On the style front, the competition between growth and value ended in a draw.

‘2‘8 ) T T [ Growth outperformed in the upper end of the market cap spectrum, while value
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, outpaced growth in the small-cap and micro-cap segments. Despite growth's recent
10/24/0! 412410t 712410¢ Curren . ; ;

strength after several months of underperformance, value still remains the leading
Fundamental Score: 32.8 st_yle f(_)r the most recent quarter, tr_ailing 6 months and 12 months, and year-_tlo-date.
00 - == o e mmmm e m e m e enas Since it has been a value world, with the exception of the last 6 to 7 weeks, it's a
28 ''''''''''''''''''''''''''''''''''''''''''' little early to exchange our value stocks for growth.
‘2‘8 B .. - B o B - - B After years of small-cap and mid-cap dominance, large-caps have assumed the
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, leadership role during the recent two-month advance. (In fact, the mega-cap Dow
10/24/0: 42401 7124001 Currer Jones Industrial Average set a new high during the first week of October, eclipsing
imeli . its previous high from January 2000.) During the last 3 and 6 months, a pattern has
L:{,'T,e,,',’???? Score:2 emerged that shows a direct relationship between market cap and performance:
80 -~ I - - - - ey - Performance increases as stocks move up the market cap spectrum. This reverses a
ig T T | long-term trend that has been in place for the past several years, but it remains to
o--JE D B be seen whether this is a short-term blip or the beginning of a sea change.
712410 8/22/0¢ 9/19/0¢ Curren
What the Market Wants: October 2006 continued on Page 4
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What the Market Wants: October 2006 continued from Page 3

A trend that continued from August was the market's rewarding stocks with low valuations and solid growth. Stocks with
earnings momentum also fared favorably for the second consecutive month, and issues sporting strong group and price
momentum outperformed.

For two months in a row now, the market outlook has been positive amid a seasonally weak period for stocks. If stocks can
maintain their ground in October (the second-weakest month of the year), we could see higher prices into the New Year as
November and December are typically favorable months for the stock market. Nevertheless, we're still operating in a climate of
uncertainties about interest rates, global concerns, and political tensions, so cautious optimism is advised.

We'll review the market behavior again the second week in November.

Company Description

The Hershey Company, formerly Hershey Foods Corp., manufactures, distributes and sells confectionery, snack, refreshment
and grocery products. The company's principal product groups include: confectionery and snack products sold in the form of bar
goods, bagged items and boxed items; refreshment products sold in the form of gum and mints; and grocery products in the
form of baking ingredients, chocolate drink mixes, peanut butter, dessert toppings and beverages.

Hershey ranks among the leaders in the U.S. confectionery market and among the leaders in many of the other product groups
in the U.S. The company also ranks among the leaders in many of these product groups in Canada and Mexico.

Hershey manufactures confectionery and snack products in a variety of packaged forms and markets them under more than 50
brands. The different packaged forms include various arrangements of the same bar products, such as boxes, trays and bags, as
well as a variety of different sizes and weights of the same bar products, such as shack size, standard, king size, large and giant
bars. Principal confectionery products sold in the U.S. include: ALMOND JOY candy bar, HEATH, KIT KAT, MR. GOODBAR,
REESE'S, HERSHEY'S NUGGETS, ROLO, YORK BITES, JOLLY RANCHER, HERSHEY'S KISSES, MOUNDS candy bar, PAYDAY
peanut caramel bar, HERSHEY'S milk chocolate bar, REESE'S PIECES candy, TAKES candy bar, TWIZZLERS candy and YORK
peppermint pattie. Principal snack products sold in the U.S. include: HERSHEY'S S'MORES, MAUNA LOA dry roasted

macadamias, and York Cookies. Principal refreshment products sold in the U.S. include: BREATH SAVERS mints, ICE

BREAKERS mints and chewing gum, and BUBBLE YUM bubble gum.

In August 2005, the company acquired Joseph Schmidt Confections, Inc., a premium chocolate maker located in San Francisco,
California. Joseph Schmidt is known for its artistic and innovative truffles, colorful chocolate mosaics, specialty cookies, and
handcrafted chocolates. Also that month, the company acquired Scharffen Berger Chocolate Maker, Inc. Based in San Francisco,
California, Scharffen Berger is known for its high-cacao content, signature dark chocolate bars and baking products.

Hershey also manufactures and/or markets grocery products in the baking, beverage, peanut butter and toppings categories.
Principal products in the U.S. include: HERSHEY'S BAKE SHOPPE baking chips and pieces, HERSHEY'S syrup, HERSHEY'S
toppings, HERSHEY'S chocolate milk mix, and HERSHEY'S hot cocoa mix. HERSHEY'S chocolate and strawberry flavored milks
are produced and sold under license by various dairies.

About Sabrie

Sabrient Systems is an independent research firm providing statistical analysis of a company's fundamental data to investment
professionals. We use a computer-driven, quantitative methodology to identify stocks that appear poised to outperform or
underperform the market.

The Sabrient methodology was developed by an experienced research team led by David Brown, a former NASA scientist and
retired CEO of Telescan and designer of its premier stock search program, ProSearch. The research team employs a scientific
approach to the creation and testing of multi-factor filters. Each filter targets a key area of traditional stock analysis, including
value, growth, momentum, fundamentals, earnings, balance sheet, and group strength. Using an adaptive process, filters are
continually tested and monitored to ensure that only the best performing filters are at work.

Sabrient's ratings begin with an extraction process in which each of the few best-performing filters scans the universe of equities
to identify stocks having certain compelling attributes sought, but not sufficiently rewarded, by the current market, Then, a
composite scoring system employs a broader set of "weighting" filters to rank the extracted stocks. To support individual
investors, Sabrient uses the same sophisticated methodology to provide individual stock reports on a universe of approximately
5,600 stocks.

About Sabrient continued on F
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About Sabrient continued from F

Sabrient regularly tests the performance of its stock selections, using its primary list of published rankings and statistical
techniques it believes appropriate. These recommendations have consistently outperformed relevant benchmarks across a broad
range of investing styles, market caps, time frames and market conditions, demonstrating the robustness of Sabrient's
proprietary methodology. While past performance is no guarantee of future results, Sabrient believes it can maintain its strong
performance through its rigorous, scientific approach to filter construction and ongoing backtesting within a dynamic and

adaptive composite scoring system.

For more information on Sabrient and its performance, go to www.sabrient.com

Disclaimer

Sabrient SmartStock™ research is provided for informational purposes only. It is neither a solicitation to buy nor an offer to sell these securities. T
based upon data from sources believed to be reliable, but Sabrient makes no representation as to the data’s adequacy, accuracy, completeness
report does not address individual investment objectives or financial situations. Sabrient accepts no liability for any loss arising from any use of th

This report is based solely on mathematical calculations and does not reflect any bias of individual analysts. Sabrient provides no investment ban
or other services to the subject company of this report. No Sabrient employee is on the Board of Directors of the subject company, and no one at
company serves on the Board of Directors of Sabrient Systems. Sabrient or its employees may have long or short positions in the securities or ot
investments of the company mentioned herein, but never more than one percent (1%) of the outstanding shares of any company covered by Sab
this document may be reproduced without the written permission of Sabrient Systems.
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