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1988 1989|1990 | 1991 | 1992 | 1993 | 1994 95 1997 11998 1999 [2000 [2001 | 2002 | 2003 [ 2004 [ 2005 | ©VALUELINEPUB., INC. |07-09
343 371 417 425 4.83 5.23 6.03 6.42 7.01 7.35 7.66 8.22 932 | 1069 | 12.66 | 14.04 | 1545 | 16.05 Revenues per sh 20.40
43 45 49 45 53 64 71 80 .85 97 97 113 131 171 187 2.19 2.50 2.75 |“Cash Flow" per sh 350
.35 .36 .36 33 .39 51 54 64 .66 81 81 .88 1.05 1.39 153 1.78 2.10 2.30 |Earnings per sh A 2.85
12 13 15 .16 .16 18 22 25 29 31 .35 40 46 52 .60 72 1.00 1.00 |Div'ds Decl'd per sh B 132
.07 10 15 14 10 11 12 15 15 A7 .20 22 18 29 51 .28 .35 45 |Cap'l Spending per sh .60
148 161 1.72 157 1.61 2.00 1.64 191 2.06 247 2.87 3.29 3.95 437 5.96 6.88 7.90 9.25 (Book Value per sh P 14.35
4555 | 4595 4755| 5448 | 5652 | 60.74| 59.14 | 61.70 | 6517 | 66.44 | 7058 | 73.68 | 79.50 | 85.11 | 8855 | 90.00 [ 92.00 | 92.00 |Common Shs Outst'gC | 92.00
118 147 15.8 17.2 15.9 16.3 14.6 139 12.8 105 129 143 20.6 210 20.2 15.4 | Bold figyres are |Avg Ann’l P/E Ratio 18.0
.98 111 117 1.10 .96 .96 .96 93 80 .61 .67 82 1.34 1.08 1.10 .89 ValuejLine Relative P/E Ratio 120
20% | 25%| 27%| 2.8% | 26% | 2.1%| 2.8% | 2.8% | 35% | 36% | 33% | 32% | 21% | 18% | 19% | 26% | ="' |AvgAnn'IDivd Yield 2.6%
CAPITAL STRUCTURE as of 6/30/04 356.4 | 3959 | 456.7 | 488.0 | 540.7 | 605.8 | 740.6 | 910.0 | 1120.8 | 1263.8 | 1420 | 1480 [Revenues ($mill) 1880
Total Debt $182.1 mill. 17.5% | 13.9% | 17.3% | 18.8% | 17.8% | 19.7% | 19.1% | 20.1% | 22.1% | 21.2% | 22.0% | 22.0% |Operating Margin 22.0%
LT Debt $143.4 mill sworcapy | 74| 80| 98| LI LT[ 13| 163 20| 28| 312| 340 360 Depreciaion (smil) 20
° P 345| 415| 458 | 533 | 565 | 678 | 878 | 1253 | 1401 | 1655| 195| 215 |Net Profit ($mill) 210
Leases, Uncapitalized Annual rentals $53.7 mill. 35.1% | 34.0% | 34.0% | 34.0% | 33.2% | 35.0% | 30.0% | 11.7% | 30.5% | 24.4% | 20.0% | 25.0% |Income Tax Rate 30.0%
Pension Assets-12/03 $115.8 mill. Oblig. 9.7% | 10.5% | 10.0% | 10.9% | 10.5% | 11.2% | 11.9% | 13.8% | 12.5% | 13.1% | 13.7% | 14.5% |Net Profit Margin 14.5%
$153.7 mil. 94| 178 192 28 3] 171] 489 d423| 240| 466 800| 100 [Working Cap'l ($mill) 220
Pfd Stock None 34| 23| -] .- | .- - .| 1283] 1221| 150| 150 |Long-Term Debt ($mil) | 150
Common Stock 91,876,000 shs. 967 | 1181 | 1345 | 1639 | 2025 | 2425 | 3144 | 3716 | 5282 | 6191| 725| 850 |Shr. Equity ($mill) 1320
35.4% | 34.5% | 34.0% | 32.5% | 27.9% | 27.9% | 27.9% | 33.7% | 22.2% | 22.9% | 225% | 22.0% |Return on Total Cap!l | 185%
MARKET CAP: $2.9 billion (Mid Cap) 35.7% | 35.1% | 34.0% | 32.5% | 27.9% | 27.9% | 27.9% | 33.7% | 26.5% | 26.7% | 27.0% | 25.0% |Return on Shr. Equity | 20.5%
CURRENT POSITION 2002 2003 6/30/04 | 22.6% | 22.7% | 21.1% | 203% | 16.5% | 164% | 17.2% | 22.5% | 17.0% | 16.7% | 14.0% | 145% |Retained to Com Eq 115%
($MILL.)
. 0, 0/ 0, 0/ 0y 0y 0, 0/ 0/ 0y 0y 0, iv' 0/
Cash Assets 1525 1936 2583 37% | 35% 38% | 3% | 41% | 41% 38% | 33% 36% 37% | 47% | 43% |All Div'ds to Net Prof 45%
Receivables 1183.7 1286.4 1439.4 | BUSINESS: Arthur J. Gallagher & Company provides insurance vention). Commissions are generated through negotiation and
Ionvestments 705 319 27.5 | prokerage, risk management, and employee benefit services to a  placement of insurance for its clients. Officers & directors own
ther 366.9 596.0 6182 . : et STPOYEE "
wide variety of commercial, industrial, institutional and governmen-  about 5.6% of common stock; (3/04 proxy). Has about 7,200 em-
Current Assets 1773.6 21079 2343.4 o ) A . . . ) ’ ;
Accts Pavable 14882 17435 19303 tal organizations through over 250 offices in nine countries. Risk ployees. Chairman: Robert E. Gallagher. President & CEO: J.
Debt Dug 228 309 387 | management services analyze risks and determine the best pro-  Patrick Gallagher. Inc.: DE. Address: Two Pierce Place, Itasca, II-
Other 2386 286.9 307.5 | tection through insurance and risk control (loss control and pre- linois 60143. Telephone: 630-773-3800. Internet: www.ajg.com.
Current Liab. 17496 20613 22785 I Arthur Gallagher reported strong re- months, we project that property/casualty
ANNUAL RATES  Past Past Estd’'01-'03| sults in the second quarter. The compa- prices will likely remain stable or perhaps
ofchange (persh)  10vrs. — SYis. 100709 | nyig share earnings rose by 26% year over ease in certain segments, limiting the com-
Revenues 10.0% 11.0%  8.5% - - - - -
“Cash Flow” 135% 155%  10.5% year, driven by solid performances from its pany’s internal growth. Nonetheless, in-
Earnings 145% 155% 105% | brokerage and risk management divisions. vestment income should advance moder-
Dividends 14.0% 140% 135% | For jnstance, brokerage revenue rose by ately in the next few years as the economic
ook Value 125% 185% 16.5% - S : - >
g 11% aided by recent acquisitions, and to a environment improves and interest rates
cal- | QUARTERLYREVENUES($mil) | Full | smaller extent, through the addition of gradually rise.
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | new producers over the past few years. This stock is ranked to outpace the
2001 | 2117 2111 2333 2539 9100/ Risk management revenue rose by an even broader market averages in the year
2002 | 2481 2641 2970 3116|11208| stronger 19%, all of which was organic, as ahead. Arthur Gallagher is increasing its
2003 | 2543 2990 3450 3655 12638) the company's operating environment top and bottom lines at a steady pace
%ggg ggé'S g;gg g‘;g gg‘s"e ﬂgg steadily improved. Additionally, strong through greater production from its new
client retention is also aiding the top line. hires, its ongoing acquisition strategy,
cal- EARNINGS PER SHARE A Full | Moreover, cost-cutting initiatives, such as solid customer retention, and ongoing ge-
endar |Mar31 Jun30 Sep30 Dec3l| Year | the reduction in the compensation-to- ographic expansion. Further, these shares
2001 | .30 26 47 36 | 139 revenue percentage in the brokerage divi- are ranked 1 (Highest) for Safety, and
2002 | .36 30 43 4 153 sion, will likely continue to boost earnings. have a solid Earnings Predictability
gggi 3‘{ ?18 gg gg %Zg Operating margins should remain relative- rating, making them well suited for more-
5005 | 47 5 % 66 | 230 ly stable, though, as revenue gains are conservative investors. Also, in the begin-
: : : = : slightly offset by the increase in expendi- ning of this year, Gallagher raised its an-
Cal- | QUARTERLY DIVIDENDS PAID Ful | tures related to new hires and acquired nual dividend payment by almost 40%
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | prokers, from a year earlier, to $1.00 per share. All
2000 | .10 115 115 115|451 we expect a softening in the insur- told, the high-quality stock offers appeal
2001 115 13 13 .18 | Sl gpce pricing environment over the through a combination of decent appreci-
%88% ig %g %g %g ?g coming year. Rate hikes have helped to ation potential over the pull to 2007-2009
2004 5 5 ' ' ' drive Arthur Gallagher’s top line over the and an above-average dividend yield.
’ ‘ past few years. But over the next six to 12 Randy Shrikishun August 27, 2004
(A) Primary earnings through 1997; Diluted | Next earnings report due late October. (C) In millions. Adjusted for stock splits. Company’s Financial Strength A+
thereafter. Incl. cap. gains; ‘97, $0.26; '99, | (B) Dividends historically paid in mid-April, | (D) Includes intangibles: '03, $222.9 mill; | Stock’s Price Stability 75
$0.03. Excludes nonrecurring charge of $0.21 July, October, January.=Dividend reinvestment | $2.48/sh. Price Growth Persistence 65
in"03. plan available. Earnings Predictability 95
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