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Item 8.01. Other Events
 
On September 21, 2007, Alexander & Baldwin, Inc. (the “Company”) conducted a live webcast, “A&B Strategic Update,” which included a discussion of
operating, strategic, and financial matters. The webcast was previously announced in a press release and was broadly accessible to the public. A replay of the
webcast, with the accompanying slides, was available on the Company’s website at www.alexanderbaldwin.com for approximately one week following the
webcast.
 
The Company believes that the information contained in the webcast may be of continuing interest to shareholders. Accordingly, the transcript of the presentation
and the accompanying slides, edited solely for the correction of errors, are furnished as exhibits to this Form 8-K. The information set forth in these materials
speaks only as of September 21, 2007.
 
Statements in this Form 8-K and the attached exhibits that are not historical facts are "forward-looking statements," within the meaning of the Private Securities
Litigation Reform Act of 1995, that involve a number of risks and uncertainties that could cause actual results to differ materially from those contemplated by the
relevant forward-looking statement. Factors that could cause actual results to differ materially from those contemplated in the statements include, without
limitation, those described on pages 16-22 of the Form 10-K in the Company’s 2006 annual report. These forward-looking statements are not guarantees of future
performance.
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  99.2 Slides Related to Webcast, September 21, 2007.

 



                SIGNATURE
 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
Date: September 21, 2007
 

ALEXANDER & BALDWIN, INC.
 
/s/ Christopher J. Benjamin
Christopher J. Benjamin
Senior Vice President,
Chief Financial Officer and Treasurer

 
 
 



                
 

 

 

Conference Call Transcript
 

ALEX - Alexander & Baldwin Strategic Update
 

Event Date/Time: Sep. 21. 2007 / 8:00AM HT

 
CORPORATE PARTICIPANTS
Kevin Halloran
Alexander & Baldwin - VP IR, Corporate Development
Allen Doane
Alexander & Baldwin - Chairman, CEO

Chris Benjamin
Alexander & Baldwin - SVP, CFO
Stan Kuriyama
Alexander & Baldwin - President, CEO, Land Group
Jim Andrasick
Alexander & Baldwin - President, CEO, Matson



 

CONFERENCE CALL PARTICIPANTS
Jonathan Chappell
JPMorgan - Analyst

Chris Haley
Wachovia - Analyst
 

PRESENTATION
 

Operator
 
Good day, ladies and gentlemen, and welcome to the Alexander & Baldwin strategic update conference call. My name is Fab, and I'll be your coordinator for today. At this time, all participants are in a listen

only mode. We will conduct a question and answer session towards the end of this conference. (OPERATOR INSTRUCTIONS). As a reminder, this conference is being recorded for replay purposes. I would
now like to turn the presentation over to Mr. Kevin Halloran, Vice President, Corporate Development, and Investor Relations. Please proceed, sir.
 

Kevin Halloran - Alexander & Baldwin - VP IR, Corporate Development
 
Thank you, Operator. Good day, and welcome. Before we commence, I will note that statements in this presentation and conference call that set forth expectations or predictions are based on facts and situations

that are known to us as of today, September 21, 2007. Actual results may differ materially due to risks and uncertainties such as those described on pages 16 through 22 of the form 10-K in our 2006 Annual
Report and our other subsequent filings with the SEC. Statements in this presentation and conference call are not guarantees of future performance. I would also note that slides from this presentation call are
available for download at our website, www.AlexanderBaldwin.Com. You'll see an icon in both the upper left and the upper right hand corners of the homepage that will direct you to the slides.
 
Now to the call. Joining me today in Honolulu are Allen Doane, Chairman and CEO, and Chris Benjamin, Senior Vice President, CFO, and Treasurer of A&B. Jim Andrasick, CEO of Matson Navigation, and
Stan Kuriyama, CEO of A & B Properties are also participating in the call and will be available during the question and answer session. Slide three provides an agenda for our presentation, after which we will
take your questions. We'll start with Allen, who will provide an update for 2007 first before speaking about the plan in greater detail. Allen?
 

Allen Doane - Alexander & Baldwin - Chairman, CEO
 
Thank you, Kevin. Aloha, everyone. We're providing an updated outlook for 2007 with this webcast, this high level outlook and the confidence in our prospects for the full year reflect the continued solid

operation of our businesses, coupled with good investment decisions both past and present that are yielding results today. I would also add that we have not been directly impacted by the recent subprime
contagion but we are seeing greater volatility volume at Matson Integrated Logistics, and to a smaller degree with Matson Navigation in our Hawaii service. We don't expect this increased volatility will result in
material impact on our full year results.
 
I'd like to move to the strategic plan. Let me start with a few key takeaways. Earlier this year, we began on our biennial strategic planning process, which brings together a number of specific and wide ranging
growth initiatives that we are pursuing. Several of these are well along their way to fruition and will have an impact on our short-term results, but the goal of the strategic planning process was to think through
and have the opportunity to think about the next five to ten years and specifically, the ways that we will continue to create shareholder value.
 
Some common themes have emerged which are important to understand as they underpin all of the initiatives that we will talk about in this webcast. Let me go over them. One, we will grow what we know. You
will note that when we speak about growth, we talk about evolution and not revolution. Two, our core competencies, expertise and brands are critical to our growth. These are tremendous off balance sheet assets.
Consider them the foundation of our strategic plan. Three, we have a strong asset base that provides protective hedges against cyclicality in the markets and businesses in which we operate. Four, our capital
structure, ample debt capacity, and significant cash flows provide us with great opportunities through this five year plan. Five, we see growth with a balanced risk profile. That's a real strength we enjoy,
particularly today, and it is possible because we have businesses with different operating dynamics, different markets, and different customers.



The key elements of our plan. As we look out today, we see a less robust second engine at least for the next year or two in most of our markets. This may mean facing some early P & L challenges, but it also
means that we will have an improved environment for opportunistic investments. We intend to capitalize on these market-borne opportunities. We also intend to build upon the strong reputation we have earned
in the international transportation markets.
 
We will seek to extend and expand our presence by looking at door to door and additional port to port strategies. And with a few successes under our belt in Southern California, most notably in Valencia, we
have a growing confidence in our ability to identify opportune geographic markets and put money into the ground at good entry points. We have included increasing monetization of our unentitled land in the
plan which, with 1031 exchanges, should grow the size of our commercial portfolio, and we recognize that what has not changed is the fundamental position of strength from which we operate in Hawaii.
 
One final comment. We believe the capabilities of the Company are stronger today than a few years ago. The strength will serve us well in the current sluggish economic climate and position us well to grow into
the future.
 
My favorite slide, creating shareholder value. As we look ahead to what we expect to accomplish over the next five years, it's useful to look back at our strong record of success.
 
What you will note is that we have consistently and considerably outperformed the markets in broad industry sectors in which we operate over the past one, three, and five years. I talked earlier about evolution,
and these numbers demonstrate that the changes of course that we made in 1999 and 2001 and 2005 have paid off. I will also note that a fundamental element of our plans is our ability to execute and deliver
them. We have the right team in place and I'm confident that we'll deliver continued strong results in the future.
 
So what do we see ahead? Here are our shareholder value objectives. One, to grow our earnings 10-12% a year, as we regularly acknowledge this growth will not be linear, our business plans will provide years
of higher and lower growth in that 10 to 12% average. Two, commit to sustained and disciplined dividend growth. Three, to make share repurchases opportunistically. When the time is right and the price is right,
we will buy, and we will buy with the same investment discipline and return expectations that we apply to all of our capital commitments. Four, disproportionately grow into higher value segments, specifically
our logistics and real estate development businesses. We'll talk about these in a few minutes.
 
One of the key elements of any planning process is to have an outlook for the economic environments in which the businesses operate. In the next few slides, we'll provide an overview for each of our core
markets.
 
Hawaii transportation; in the last few earnings calls we have spoken at length about the economic growth plateau we have seen in Hawaii. In the short run, we expect, certainly expect this flatness to remain in
place. The chart on the right of slide 12 visually depicts westbound container volume from Matson Navigation since 2002.
 
Following a dramatic three year rise, we've indeed reached a temporary plateau. With volumes flattened out we will focus on cost reductions over the coming years, including efforts to optimize fleet deployment
efficiencies. We've had very good success earlier this year in this area, and after a rigorous dry dock schedule concludes in early 2008, we expect to be able to continue to push hard.
 
On the real estate side, we are in a down cycle in residential development. We do forecast little or no growth in residential for the short-term and modest to moderate impact on our development pipeline
activities.
 
Offsetting this are two very important factors. One, commercial markets are stable at a very robust level; and two, the Hawaii residential and commercial markets have historically and will perspectively we
believe characterized by supply constraint and land scarcity. So despite these challenges, we feel pretty good about our prospects. We have high quality development projects to counter a more difficult market
situation and we expect to benefit from opportunistic real estate investments over the next few years as our strong balance sheet will enable us to act quickly.
 
Slide 14 provides some hypothetical economic scenarios and responses. The illustration demonstrates that no matter what economic condition prevails, we have the ability to pivot and to grow. For a well
capitalized company like ours, the next 12 to 24 months may prove to be fertile ground. Contraction provides only a modest negative impact to earnings through 2008, while opening the doors for opportunities,
a rise in commercial cap rates could curtail portfolio turnover, but again, will provide us improved entry points for portfolio expansion, and a stable market supports the P & L but does not necessarily accelerate
the flow of value-creating investments. One final note, our ability to entitle lands is relatively independent of market cycles. There may be some changes in velocity year-over-year, but the value created through
this process remains a core function in our real estate area.



 
On the international front, more specifically, Asia, we are encouraged by our prospects. In the short-term, the rapid growth of Asian economies is expected to continue, fueling exports that will land in West
Coast ports. In China where we have direct interest, nearly double digit growth is expected throughout the planned period, and in Guam, the significant military redeployment of 8,000 Marines from Okinawa
will fuel a massive infrastructure buildout that will require the import of construction goods to that island economy. Together, these large economic trends give us opportunities to leverage our existing assets in
place our China and Guam ocean surfaces.
 
Slide 16 provides a look into the environment for Matson Integrated Logistics or MIL, and while we envision short-term weakness for that business, we do believe the global trade trends, particularly coming out
of Asia, will propel long term expansion. The map on the right details the locations of our MIL network and an overlay of our current commercial property portfolio. Since many of the properties do not fit into
the industrial logistics category, there is not any material linkage between the two right now. We can envision, however, an increasing link in the relative near term.
 
The next twelve slides articulate the growth initiatives that emerge from our strategic planning process. We represent these with two basic themes, inside the supply chain, and targeted real estate investment.
 
Slide 18 is a real eye-popper, but it represents the most concrete way where we see value creation in our transportation segments over the next few years. In short, value creation shifts from our port-to-port
legacy, to door-to-door solutions, you will note that we are currently, we currently have in place two of the five components, a port-to-port solution from Asia and a U.S. port-to-distribution solution in the form
of Matson Integrated Logistics, and we have excellent expertise operationally and a strong history in these areas. As we look out, we see an expansion of opportunity, which will ultimately create a door-to-door
solution for our customers, and drive us deeper into their value and supply chain. With multiple customer touchpoints, we believe we can create superior efficiencies that will allow us to grow these businesses
quite quickly.
 
As I mentioned, we do have a port-to-port solution in Asia and the results we have delivered in a little over a year and a half are remarkable. Our ships are sailing at nearly 100% utilization, and in the most
recent contracting cycle concluded in early May, we were able to effect nearly double digit rate increases. The increases validate our value proposition. We're the fastest, most reliable trans-Pacific port-to-port
solution. Our primary go forward initiative will be the focus on yield management and balancing this against our utilization. And because of this early success, we are exploring other port to port options that
may extend our reach into Asia.
 
The second component of the supply chain is the U.S. port-to-door and let me make a few comments here. One, we believe this segment of the supply chain has excellent growth prospects; two, Matson
Integrated Logistics, or MIL, has great capability and competency in both rail and highway, the backbone of the industry; three, MIL is just getting into expedited and specialty services and does not have its own
warehouse capability. With A & B Properties support and possible acquisitions across a broad range of services, we see a very bright future here.
 
The door-to-door solution is a compelling proposition for us. I have alluded to how multiple customer touchpoints allow us to move deeper into the value and supply chains. We established Matson Global this
past spring to compliment our existing solutions. We expect to grow this part of MIL quite quickly over the next few years, both by internal means and acquisitions. An increasing number of services will be
offered to our growing customer base. It will be more challenging to grow the Asia element of the business than the U.S., but by leveraging Matson Navigation's presence we believe it can happen.
 
Before moving into Real Estate, we'll take a few minutes to expand the discussion on Guam. Well, this market does not fit into the evolving global supply chain, it is a self-contained supply chain to an island
economy in the Pacific. What is clear is that the military redeployment will provide volume and earnings impact over the course of our plan. What is not clear today is how many other opportunities may
materialize for us here, not only for Matson but for our real estate activities. We went into Guam last year and frankly did not find real estate opportunities that pencilled out for us. Good deals, perhaps, but a bit
premature. We know that Matson's prospects are favorable and we hope to launch A & B Properties initiatives but will be cautious in this area for the moment.
 
We'll now shift to the second theme of our strategic plan and that is targeted real estate investment.
 
When we think about our real estate operations, we see three value propositions. One, we will continue to focus on our current development pipeline, manage our existing leasing portfolio, and continue to
deliver solid earnings results. Two, we will continue to grow. Certainly, we will look at Hawaii first, but we are increasingly aware the mainland U.S. provides us new opportunities and expanded markets. Three,
we will continue to be disciplined capital managers. We need to seek expansion in our leasing portfolio and to recycle proceeds from increased land monetization into this portfolio.



Why is this recycling so essential for our shareholders? It is obvious but bears repeating. When we monetize, we capture the underlying value of the lands in the form of current earnings, and we create future
earnings streams by investing these proceeds into an expanded income portfolio. The fact that we do this through a tax advantaged 1031 exchange means that we can compete for any assets we choose.
 
Slide 25 is something we're not going to be reviewing in detail but does show a current statement of our major development pipeline. We have added the California development to this pipeline to better reflect
our current thinking. As you will note, the pipeline is diversified across geography, asset base, and financial structure. I spoke earlier about balanced risk management and this pipeline demonstrates in very clear
terms how we achieve, how we intend to achieve one element of this balance. Our plan calls for over $500 million in new investment in our existing pipeline during the period.
 
In today's volatile real estate environment, our current pipeline does provide great value. With the diversity I spoke about earlier and the breadth and depth of the pipeline, we will be well served in the future.
Our Keola La'i, Kai Malu and Wailea projects will continue to drive earnings in 2008, and throw off significant free cash flow, but I might add that the continued investments we make in our Kukui'ula project
will reap significant benefits to us in the latter half of the planned period. This is the essence of a balanced development pipeline -- earnings stability in the near term and opportunity in the long term.
 
Let me take a minute now to talk about our growth vehicle, or what we call Project X Development. These are yet to be identified projects. We've had real success in this area, including our luxury condominium
project, Hokua, Keola La'i, and our Wailea projects. As I mentioned before, we will certainly explore all relevant opportunities in Hawaii first. That is our core, but we also understand that by exploiting natural
and historic areas of strength, that is resort and primary residential housing development, and by looking at strengthening secondary markets, we have the opportunity to open new markets for the company.
 
We have determined that Southern California is a great place for us to start, but other locations with favorable growth prospects will be considered. We also know that joint ventures provide us an ideal vehicle
for growth. They tap others' local expertise and allow us to directly contribute financially and with our own development expertise. We are unusual in this aspect. There are not many companies that have
financial strength and development expertise. That said, we can and will be patient in our investments. Current real estate and capital market environments, and time, may be our best short-term partner.
 
Slide 28 provides an overview of our leasing portfolio, business model, and reinvestment strategy. This model has worked exceptionally well for us because it provides stable earnings base and ability to realize
embedded value through asset turnover, and puts us on an equal competitive footing in our acquisition activities by virtue of our 1031 exchanges. A bit of history here may help. The portfolio began in 1989 with
a purchase of eight commercial properties. Its grown primarily through a tax efficient mechanism with limited additional capital. The model works. The question for us looking out is whether greater value can be
created through geographic or asset class focus.
 
We talked about the convergence of logistics and real estate. During this planned period, we will definitely set the course --concentration aligned with complimentary business lines for continued diversification.
 
Slide 29 is rather simple but may have significant impact on our future. We recognize the underlying value of many of our lands has increased dramatically in the past decade. We believe this value is stable and
unlikely to be impaired in the near term given the nature of Hawaii's real estate. We have the ability now, and the direction, to intensify and accelerate the capture of this value and reinvest it directly into a
growing commercial property portfolio.
 
Slide 30 is quite important. It shows the substantial capital that we intend to deploy during the period of the plan through 2011. We've broken this down by new capital in the form of our pipeline projects and
Project X initiatives and third, our 1031 exchange capital. Note the balance we have in our capital deployment between our existing pipeline, new pipeline, and our 1031 income portfolio. We haven't changed
our investment hurdles for the plan and we will maintain our disciplined approach to capital allocation.
 
Let's take a moment on agribusiness we believe that sugar and coffee cultivation is still the best use for our agricultural lands. The value that these operations provide goes well beyond their own P & L,
benefiting Matson and Properties financially, and benefiting the Maui and Kauai communities in ways that can not be quantified. The three basic elements of the agribusiness strategic plan. Return our production
levels to historic norms of 200,000 tons or more of sugar annually, triple our specialty sugar capacity to 60,000 tons, and finally, determine the role of energy initiatives in our future. One thing that has become
increasingly clear is that the commodity sugar model that has defined HC&S for more than a hundred years will not take it much beyond the horizon of this plan, so the urgency to define a new specialty sugar
and/ or energy-centric model is great.



With that I'll turn the call over to Chris who will speak about how we will be leveraging our financial strength and Chris will also conclude the formal presentation with some closing remarks.
 

Chris Benjamin - Alexander & Baldwin - SVP, CFO
 
Thanks, Allen. We talked in the past about an intent to increase our leverage into the 35 to 40% range through strategic investments and the appropriate return of cash to shareholders. Despite significant

investments in our shipping business and real estate pipeline over the past several years, along with a 29% increase in our dividend, and a pattern of opportunistic share repurchases, our debt to debt plus equity
remains around 30% today.
 
The primary reason for this is that we haven't foolishly placed capital in a market in which it has been getting tougher to achieve our investment objectives. We will not relax our investment hurdles simply in
order to increase our investment leverage. As a result, today we're fortunate to have an exceptionally strong balance sheet that provides us ample debt capacity to play offense in a market that is likely to present
attractive opportunities to expand.
 
This slide projects our debt-to-capitalization for the next several years, during which time we expect to increase our leverage to roughly 40%. We do this through focused investment strategies in all areas --
operational and financial alike -- and by diligently investing free cash flow into earnings streams. Also assumed in these projections is a committment to dividend growth and opportunistic share repurchases.
 
In our plan, we invest $1.5 billion of new capital, or $1.9 billion if 1031 exchange reinvestments are included. Of the $1.5 billion of new capital, two-thirds is allocated for growth with only one-third considered
maintenance capital. The bulk of this new capital is shown by the chart on this slide and as described by Allen earlier constitutes real estate investments.
 
Acquisition capital for MIL is another important component. It should be noted that while we reap the operational benefits of Matson's recent vessel replacements, we also enjoy a respite from new vessel
spending until late in the planned period, when we have included as a placeholder progress payments for ships that would likely be delivered shortly after 2011. In addition, as Allen noted, we are exploring
possibilities for port-to-port shipping solutions to augment our current services and we're evaluating new models for our sugar and energy operations. Capital for these is not built into the plan but we have
confidence in our ability to finance them if they meet our investment hurdles.
 
What gives us so much confidence in our financial position is the strong cash flow generation of our businesses. Our transportation businesses and our real estate businesses alike are strongly cash flow positive
in this planned period. The modest amount of capital being invested in Matson certainly helps on this front, but equally important is that much of our Real Estate investment including, for example, residential
development at Wailea and elsewhere is relatively quick turn capital that will hit our bottom line and our cash flow statement relatively soon.
 
I'd like to close the presentation with with a few summary remarks. A clear conclusion of A & B's strategic plan is that we are poised to benefit once again from a successful transition of our operating model,
made possible by macroeconomic trends that create new opportunities. As Allen noted, this will be an evolution not a revolution. We've made similar transitions before. In 1999, we began a shift from land
steward to comprehensive real estate developer. In 2001 and 2002, we weathered economic challenges and emerged with our core businesses stronger than ever, fueling a remarkable rise in profitability and
shareholder value over the next five years, and in 2005, we made critical decisions to enter the global shipping market and extend our reach into U.S.- based logistics.
 
Now, in 2007, we have identified two principal strategic plans: leveraging the supply chain and accelerating our real estate investments that are supported by our deep financial strength. Together, these strategies
provide us great confidence that we will achieve sustainable, profitable growth and create significant shareholder value over time. With that let me turn it back to Allen.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO
 
Well, and thank you very much Chris. What I'd like to do is turn it over to those on the call for their questions. We do have Jim Andrasick here, Stan Kuriyama as well so they're just all ready for your questions

too. Please.
 
QUESTION AND ANSWER
 



Operator

 
Thank you. (OPERATOR INSTRUCTIONS). Your first question comes from the line of Jonathan Chappell from JPMorgan. Please proceed.
 

Jonathan Chappell - JPMorgan - Analyst

 
Thank you. Good morning, guys.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Good morning.
 

Chris Benjamin - Alexander & Baldwin - SVP, CFO

 
Good afternoon.
 

Jonathan Chappell - JPMorgan - Analyst

 
First question is about a common theme in this presentation which was opportunities. It seems like there may be weakness in some of your core markets as the economy undergoes a certain period and it looks

like you're looking past that for opportunistic growth longer term. How do you look at balancing opportunities in your core businesses though, with the other distribution of cash or investment to shareholders,
primarily the share buyback? So bottom line is, how do you look at potential long term investments versus what you think the returns are from buying back your own stock if that stock undergoes weakness in
this market turmoil?
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Jonathan, I'm going to have Chris give you an answer that will certainly be better than mine, but that's a very good question, and the fact that we ask ourself that question is probably the best answer I can give

you because we regularly look at whether it makes more sense for our shareholders to have us buy back the shares of our Company or whether the investments we have both in hand and prospectively are those
that are going to create more shareholder value. And we've gone into the marketplace a number of times in the past to buy back shares and frankly have a pretty doggone good record in doing that, and at the
same time, we've made a number of good investments that we think have created share value and help to propel our stock price. So we go through the process and we do it analytically and we also do it a little bit
instinctively but it's something we ask ourself regularly. I think the important thing to realize is that for us, we do have an open authorization for share buybacks and our general procedure has not been to
telegraph or announce the repurchase of shares but to do it and then when our required disclosures come out to inform the market of it. Chris?
 

Chris Benjamin - Alexander & Baldwin - SVP, CFO

 
I'm not sure how much there is to add to that but I'll take a shot. That was, I think, a pretty good answer, but a couple just quick things I'd add Jonathan are one, just to reiterate, share repurchases to us are an

investment. They help us in managing our balance sheet, but they aren't going to be driven by that. They are going to be driven by our view of the investment potential of the share buyback relative to the other
opportunities that we have, so clearly, decisions about undertaking share repurchases depend on your long term view of your balance sheet and your ability to finance the other strategic investments you have,
because we've also been clear about the fact that strategic investments back into our business, are our primary objective and the primary reason that we're here, so it's really a multi-part process but it really gets
down to looking at the investment return that you expect to get on the share repurchase based on where you think the stock is going to go over time, compared to the other strategic investments that you have in
the business and then balancing those based on your balance sheet capacity.
 

Chris Haley - Wachovia - Analyst



All right, a question on the target real estate investments. Slide 29, that you pointed out to be an important slide, Allen. The target bulk land sales, that seems to be a new type of plan, at least from what I can
remember. Can you speak a little bit more about which land sales we're talking about?
 

Allen Doane - Alexander & Baldwin - Chairman, CEO
 
I'm going to ask Stan to comment on that.
 

Chris Haley - Wachovia - Analyst
 
Okay.
 

Stan Kuriyama - Alexander & Baldwin - President, CEO, Land Group
 
Jonathan, what we're referring to here is what we call non-core land sales, and by non-core land, we mean lands that are not needed for agricultural activities and are not candidates for organization. And so, you

know, a couple things, we've always had a long history of selling these types of land and second, we're talking about a very small percentage of our land, but what we've done over the last couple years is we've
created an inventory of these non-core lands that we think over time would make sense to sell and we've begun to prepare those lands for sale and of course by doing so, we generate a couple of important
advantages for the Company. One, we begin to monetize some of these high value lands and create some earnings for the Company. Second though, we get to use 1031, we reinvest the proceeds in income
properties and so we're able to convert non-income producing lands using 1031 tax advantages into income producing properties for the Company so it's a good program. It's a limited but important program for
us and one that we will be continuing to pursue over the strategic plan period.
 

Jonathan Chappell - JPMorgan - Analyst
 
All right, two quick follow-ups on that, Stan, is there any quantitative measure you can put around these land sales you set aside whether it's dollar value or just acreage, and the second is I understand the

benefits of the 1031 reinvestments but I guess what I have a tough time getting my hands around, if this land is not valuable for you, who is the potential end market that would buy this land and what could they
do with it to get value out of it for themselves?
 

Stan Kuriyama - Alexander & Baldwin - President, CEO, Land Group
 
Yes, on the first part for a number of reasons, Jonathan, all I can say right now, it's a small percentage. It's high value lands but a small percentage of our holdings and there are a number of reasons why I really

can't get into anymore detail or give you more numbers at this point. In terms of the buyers, these are usually wealthy individuals, often from the mainland, sometimes from foreign countries, sometimes from
Hawaii, who just want a large estate so they may just put up a home or two, but it's just to own a large piece of Hawaii, and that's your typical buyer, and what we try to do is use the subdivision process to create
these bulk parcels and maximize our values that way.
 

Jonathan Chappell - JPMorgan - Analyst
 
Okay. One final one and I'll turn it over. On the Matson Integrated Logistics firm part of the business, you've talked about opportunities to grow this business. Allen, can you speak a little bit or maybe Jim, about

how prevalent acquisition opportunities are? Has consolidation in that industry kind of been restricted by price because it had been such a high growth industry and now, as you said, there's going to be short-term
weakness there, have more opportunities presented themselves, and finally, just the timing you think to kind of get the MIL business where you ultimately want to be.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO
 
Thank you, John. I'm going to ask Jim to respond to that series of questions.



Jim Andrasick - Alexander & Baldwin - President, CEO, Matson

 
Yes, I think the opportunities are really still unlimited in this sector because of there's still a a great number of privately owned firms out there not only in the 3PL space as you know but in downstream spaces,

and as we pointed out in the call here that the China side of that and the Asia side has probably got a lot of opportunity but is less charted water and our focus right now is more on the U.S. side. We don't think
the market downturn has, from what we've seen, materially changed pricing on these, but certainly could in the future and I think that would be an opportunity for us. But internally, I would say that we definitely
have ramped up our activity in this area, and as we said, we look forward to some near term growth, particularly in the outside of the port-to-port sector.
 

Jonathan Chappell - JPMorgan - Analyst

 
Okay. Thank you to everybody and thanks for your patience with all of the questions.
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson

 
Thank you.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Sure.
 

Operator

 
(OPERATOR INSTRUCTIONS). Your next question comes from the line of Chris Haley from Wachovia.
 

Chris Haley - Wachovia - Analyst

 
Hi, good afternoon from the East Coast and good morning.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Good afternoon, Chris.
 

Chris Haley - Wachovia - Analyst

 
A couple questions, first on Integrated Logistics you mentioned softness. I don't remember hearing that before, maybe you can elaborate there. Are you saying that the rate of growth is going to slow which is

what I recall or is there actual fundamental weakness in the business right now?
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Jim, maybe you can just characterize the current state of domestic markets?
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson

 
Yes, I believe the reference wasn't entirely clear in the call here that it's really volume on highway and rail side, and not so much financial weakness. Obviously when your volumes show or reflect the general

economy which is, I think you know, is down in this space that we have challenges in maintaining our unit margins, but I would say heretofore we're not trying to signal a great weakness in this business but
recall that MIL for us has been growing at 25% plus a year in terms of earnings performance, and I think the reference is more to deceleration for that growth than it is what I call market weakness.



 

Chris Haley - Wachovia - Analyst
 
Is it more highway or rail, Jim?
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson
 
It's for us, it's more rail at the moment. In fact, our Company's store highway volume is up year-over-year, which defies industry trends. Our agent business is down somewhat, but an important measure for us is

our internal sales success.
 

Chris Haley - Wachovia - Analyst
 
And what is pricing power like for on the rail side then?
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson
 
It's more competitive than it was in prior periods, but I would say generically that MIL is holding its own.
 

Chris Haley - Wachovia - Analyst
 
To keep you on the hot seat Jim, when you said about some of the ports that have been mentioned as part of a door to door or ship to door strategy, are there additional ports on the West Coast or are you

thinking about ports on the East Coast of the U.S?
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson
 
Well, for our, if I interpreted the question correctly, in logistics, it doesn't matter which port the ship arrives at generally, so we operate on both coasts right now in the U.S. through MIL. I think the reference

here was trying to add to our current China capacity and that's very exploratory at the moment on a port to port basis, and in that respect, we are looking just at West Coast destinations.
 

Chris Haley - Wachovia - Analyst
 
Okay, so physical dollars, vertical improvement dollars more so in China than anywhere additional in terms of on port physical dollars and physical improvement U.S. ports; correct? Yes, if I understand that

question or the statement.
 

Jim Andrasick - Alexander & Baldwin - President, CEO, Matson
 
Meaning land and or vertical billings, etc? Correct.
 

Chris Haley - Wachovia - Analyst
 
Okay. Last question is regarding the new capital growth. Obviously prioritization is never easy, but I'd appreciate your input in terms of you stated that the real estate in MIL will predominant or will be the lion's

share of the "growth capital". Could you give us perspective what type of levered rate of returns you're expecting on the initial investment and then over the term in these areas?
 

Allen Doane - Alexander & Baldwin - Chairman, CEO
 
Oh, sorry, yes, we had a motorcycle that came going by the street here. I apologize. Would you ask the question one more time? We lost the last half of it.



Chris Haley - Wachovia - Analyst

 
Sure. The observation on the slide that you presented, is it a good portion of your capital spend is "growth capital" and the lion's share of that will be in the real estate segment and the MIL segments, and then I'd

appreciate maybe some color on the initial unlevered rate of returns and what the loan to rate of returns can look like.
 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Yes. I don't know that we would be in a position to give you specific metrics on initial rates of return because the variation there could be very significant depending upon whether it was a strategic entry where

you really felt that there were great reasons to have a lower rate of return initially, and for the benefit to the long term, but if you look at sort of life cycle returns for our projects in the growth area, they're going
to have double digit aspects to them, pre-tax, so generally be low, midteens, and depending upon the kind of the risk matrix that we think we're in, the returns can get up in some of the projects to maybe 20% or a
little bit higher. When we start seeing things that get too high, we know that we've done something wrong and we start seeing them too low, we also know we've done something wrong, so there's a fairly good
middle ground that we pursue but I think that even though some of our logistics projects or whatever are known as asset light, to the extent that you make acquisitions, you do have to pay to enter certain
elements of the business but our view is that we think we're going to be creating some value by doing this in the future.
 

Chris Haley - Wachovia - Analyst

 
Thank you.
 

Operator

 
(OPERATOR INSTRUCTIONS). There are no further questions at this time. I would now like to turn the call back over to Allen for closing remarks.

 

Allen Doane - Alexander & Baldwin - Chairman, CEO

 
Well, we thank you very much for your participation today. We go through this process once every other year because there's a lot of brain damage in doing it internally, but I can just tell you that it is a process

that's alive and that there are elements of the strategic plan that will change. You're going to find that some of the opportunities that we think are really good right now, we're going to make a decision that they're
not as good as we thought they were, and then hopefully three or six months from now, we're going to find a couple things that are going to give us some growth prospects that we haven't talked about today, so
it's a constant recycling of different investment themes but with a very strong core logic, and understanding of who the Company is and where we can create value. So, with that, thanks, everybody, for your
participation today.
 

Chris Benjamin - Alexander & Baldwin - SVP, CFO

 
Thank you.
 

Operator

 
Thank you for your participation in today's conference. This concludes the presentation. You may now disconnect. Have a wonderful day.
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“Statements in this presentation and conference call that set forth 
expectations or predictions are based on facts and situations that 
are known to us as of today, September 21, 2007.

“Actual results may differ materially, due to risks and uncertainties, 
such as those described on pages 16-22 of the Form 10-K in our 
2006 annual report and our other subsequent filings with the SEC. 
Statements in this presentation and conference call are not 
guarantees of future performance.”
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Real Estate:               20 - 25%
Transportation:          8 – 13%
3Q Earnings webcast
scheduled for 10/26 
from Shanghai

2007 Business Outlook 4
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Strategic Plan Overview

Biennial strategic plan complete
Six-month iterative process from ground up
Solid growth prospects characterize plan
Key goal is to sustain growth in shareholder value
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Common Strengths

Growing with what we know
Established brands and expertise are 
essential to growth initiatives
Strong asset base and competitive positions
Debt capacity and projected cash flows will
again provide opportunities
Growth with a balanced risk profile
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Key Elements of our Plan

Capitalize on investment opportunities caused by
less robust economic environments
Build on increasing international transportation 
perspective and reputation

Pursuing “door-to-door” via logistics and RE
Exploring additional “port-to-port” strategies

Develop opportunities on U.S. mainland
Increase commitment to grow commercial portfolio 
via land monetization
Maintain position of strength in Hawaii
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Creating Shareholder Value

*Through September 14, 2007. ALEX vs. indices in basis points.  

+130+40+1440A&B vs. SPREIT

19.617.61.8SPREIT Index

+ 320+ 260+ 650A&B vs. TRAN   

17.715.49.7TRAN Index

   12.8  11.6   14.9S&P 500 (SPX)

+ 810  + 640  + 130A&B  vs.  S&P

  18.0

3 Yr

   20.9     16.2ALEX

5 Yr1 Yr(Total Shareholder Return %)
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Shareholder Value Objectives

10 – 12% annual earnings growth – non-linear
Commitment to sustained dividend growth
Opportunistic share repurchases
Focused growth in higher-value segments
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Economic Environment/Opportunities
Hawaii Transportation

Economic growth plateau;
container/auto volumes flat

Continued Matson strength
and market depth

Manage costs, seek reductions
Fleet deployment efficiency

Economic Environment

Opportunities
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Economic Environment/Opportunities
Hawaii Real Estate

Residential markets cyclically impacted

Modest to moderate impact on development pipeline

Commercial markets robust and stable

Continued supply constraint in all asset classes

Investment opportunities may accelerate

Economic Environment

Opportunities
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Economic Environment/Opportunities
Real Estate Scenarios & Response

Modest impact on residential sales through 2008
Greater impact if prolonged to 2009 and beyond
Good environment for opportunistic investments

Little impact on short/mid-term performance
Investment environment remains challenging

III.           Residential and commercial markets stable

Note: Entitlement velocity relatively independent of market cycles

II.            Rise in commercial cap rates
Turnover of commercial properties sales might slow

Better environment for long-term investments

+
-

+
-

=

-
+

I.               Contraction in residential markets
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Economic Environment/Opportunities
International

Global trade prospects strong
Asian economies projected to expand by 8% in 2007, 2008

China economy strong
PRC projected to expand by 9% from 2007 - 2011

Guam outlook positive with military influx
$10B military build-up for 8K Marines
$2.6B infrastructure build-out

Economic Environment

Opportunities

Expand Asian business model

Guam infrastructure/real estate
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Economic Environment/Opportunities
United States

MIL markets/volumes
Short-term weakness
Long-term expansion

Real Estate backbone to global trade

Supply chain outsourcing growing

Well-located logistics properties 
                increasingly valuable

Logistics/Real Estate links forming

Leasing portfolio

MIL offices/network

Economic Environment

Opportunities
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Inside the Supply Chain
Evolution versus Revolution

Value creation shifts from “port-to-port” to “door-to-door” 
based on ALEX asset, market and financial strength

Port to Port
Matson Navigation

China/Asia

Port to DC
Matson 
Integrated
Logistics

DC to Retail
Matson Global

United States

DC to Port
Matson 
Integrated
Logistics

Factory to 
Distribution Center
Matson Global

PORT PORT
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Inside the Supply Chain
China Service – Port to Port

Reaching full capacity with 
current deployment

Growing yields primary focus: 
progress in 2007

Exploring other port to port 
options
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Inside the Supply Chain
Matson Integrated Logistics – Domestic Port to Door

Rail                Highway             Expedited              Specialty           Warehousing

Favorable Industry 
Growth

Core Competency

(A&B Properties
Warehousing)

Acquisition Appetite  
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Inside the Supply Chain
Matson Global Distribution Services – Door to Door

Asia
Warehousing
NVOCC
Freight Forwarding
Inland Transportation

United States
Guaranteed China-U.S.
Deconsolidation/Transload
Warehousing
Value Added Services
NVOCC/Freight Forwarding
Network Design
Local Distribution
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A Rising Guam Market

Military redeployment provides opportunity

Rising volume tide evidenced in 2007

Significant infrastructure requirements

Potential to grow as transshipment center
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Targeted Real Estate Investments

Earn
Operate, realize value of current development 
pipeline investments & leasing portfolio

Grow
Dedicated development expansion; Hawaii first, 
mainland second, but increasing

Allocate
Leasing portfolio expansion from land monetization
Continued use of 1031 exchange    

24



 

Targeted Real Estate Investments 
Development Pipeline – Earn

137 31 SF/MF Homes J.V. Ka Milo

557CommercialJ.V.Valencia

TBD30CommercialJ.V.Bakersfield

5,000 

 352

 24

 132

 1,200

 TBD

440R/200K s.f. 

103

TBD

 75

 9

1C/12R

150 

Total Units

 325  SF Lots A&B Brydeswood

 17 SF HomesA&B  Port Allen

4Condominium  A&B Kane Street

20 Mixed Use A&B Kahului Town Center

180Commercial  A&B Maui Business Park II

1,000

 3

 1,000

 145

13

7

11
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Acreage

 J.V.

 A&B

 J.V.

 TBD

 A&B

 A&B

 A&B

 J.V.

Structure

Master Community 

Condominium 

Mixed Use 

TBD

 MF Homes

 SF Lots

 Comm/Res.

MF Homes

Asset
Class

 Waiawa

 Keola La'i

 Kukui'ula

 Additional Wailea

 Wailea MF-7

 Wailea MF-19

Wailea MF-11

 Kai Malu at Wailea

Status 

Entitled Under construction Sales Commenced
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Targeted Real Estate Investments 
Development Pipeline – Earn

Current diversified pipeline strength 
valuable in down cycle

Diversified portfolio across geography, asset class
No direct exposure to credit market contagion
Income generation relatively secure
Free cash flow significant
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Targeted Real Estate Investments
Project X - Grow

Hawaii projects first
Initial mainland focus in Southern California
Continue to exploit historical areas of strength:

resort and lifestyle communities
secondary, strengthening  markets

Expand joint venture activities
Patience: cyclical opportunities will emerge
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Targeted Real Estate Investments 
Leasing Portfolio Reinvestment – Earn, Grow & Allocate

Strength of current model
Growing historical/prospective earnings streams

Portfolio expansion through 1031 exchanges
Concentration and asset-class focus possible
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Targeted Real Estate Investments 
Recycling Assets into Earnings Streams – Grow & Allocate

Target bulk land sales to accelerate capture of 
underlying value
Reinvest proceeds to grow commercial portfolio
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Targeted Real Estate Investments 
Capital Deployment in Strategic Plan - Allocate

New Capital

Recycled Capital1031 Exchanges

New 
Investments 
(Project X)

Pipeline
Development
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Agribusiness

Sugar/coffee still best use of agricultural lands

Return to historical sugar production levels of 200K 
tons annually

Triple specialty sugar capacity to 60K tons

Determine role of energy initiatives in HC&S’ future
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Leveraging Our Financial Strength
Projected Debt
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Leveraging Our Financial Strength
Capital Allocation (excluding 1031 Exchanges*)

$1.5 Billion at work:

2/3 allocated to growth 
capital, mostly real 
estate
Allocation for MIL 
acquisitions
Matson vessel 
investment cycle
mostly outside of Plan

Excludes $400MM of 1031 exchange capital

Agribusiness

Real Estate

Transportation
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Leveraging Our Financial Strength
Free Cash Flow

Core businesses generate significant FCF above 
and beyond replacement capital growth, creates 
opportunities

Properties capital budget includes large amount of 
“quick turn” capital.  Asset base grows more slowly 
as cash is recycled
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Conclusion

We will create supply chain solutions by leveraging 
and expanding our transportation and real estate 
businesses

We will accelerate and intensify development 
investment, land monetization and income 
portfolio expansion

We will leverage our financial strength

We are committed to double digit earnings growth
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