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For Immediate Release

THE McGRAW-HILL COMPANIES REPORTS
SOLID FIRST QUARTER EARNINGS GAIN
- EPS Beats Consensus Forecast by 2 Cents -

New York, NY, April 22, 2002—The McGraw-Hill Companies (NYSE:MHP) today reported diluted earnings per share for the first quarter of 2002 of 15 cents versus eight cents last year.  Including a one-time gain on the sale of real estate last year, The McGraw-Hill Companies earned 10 cents per share in the first quarter of 2001.

First quarter results in 2002 reflect a five cent per share benefit from the discontinuation of goodwill amortization in accordance with the Statement of Financial Accounting Standards No. 142.  The benefit for 2002 will be 18 cents per share.  The First Call consensus forecast for the first quarter of 13 cents reflects the adoption of SFAS 142.

Net income increased $8.8 million to $29.2 million in the first quarter.  Revenue for the period grew $0.3 million to $846.7 million.


“First quarter results hinged on a solid performance by Financial Services and excellent expense controls and we delivered both,” said Harold McGraw III, chairman, president and chief executive officer of The McGraw-Hill Companies.  “They helped offset the anticipated softness in advertising and the seasonal impact of the education market.

Financial Services:  “Revenue for the segment grew by 10.3% to $380.9 million and operating profits increased 25.0% to $133.2 million.

“Standard & Poor’s Credit Market Services produced double-digit gains in the U.S. and abroad as strong structured and public finance markets more than offset a decline in corporate issuance in the first quarter.

“The structured finance market was robust around the world with solid growth coming from commercial mortgage-backed securities, residential mortgage-backed securities and from the collateralization of credit card and auto loans in the asset-backed market.

“A combination of falling tax receipts and low interest rates spurred growth in the public finance market.

“In addition, our diversification strategy – global expansion and the development of ratings and services that are not tied to new issuance – kept us growing.  Bank loan ratings, reflecting the flight to quality, were very strong as were insurance ratings.

“New issue dollar volume in the U.S. market was off 8.3% and unit volume declined 2.9% in the first quarter, according to Securities Data.  In Europe, new issue dollar volume fell 23.7% and unit volume was off 21.4%, according to Bondware.

“As we anticipated, the reduced issuance of investment grade and high yield corporate bonds was the principal reason for the decline in new issuance volume in the U.S. market.  Corporate new issue dollar volume was off 22.2% in the first quarter while municipal issuance was up 11.5% and mortgage-backed volume climbed 35.3%.  Asset-backed issuance was off 2.2%.

“Revenue declined at S&P Investment Services primarily due to shortfalls in retail brokerage, Internet redistribution and foreign exchange market services.  Operating profits improved.


Education:  “Revenue for this segment decreased 8.5% to $281.6 million and the operating loss increased 24.2% to $71.8 million.


“Solid results in higher education partially offset a seasonally slow performance in the elementary-high school business and declines in international and professional units.


“The momentum from our success in the college and university market last year helped produce a gain in second semester orders this winter.  By effectively combining content with course management, online assessment and other digital solutions for instructors and students, we increased sales for both the back and front lists.


“In the elementary-high school group, reduced adoption sales opportunities this year and early ordering last year in North Carolina and California created tougher comparisons and a slower start in 2002 for SRA/McGraw-Hill and Macmillan/McGraw-Hill, our elementary school units, and Glencoe/McGraw-Hill, our secondary school publisher.  North Carolina ordered reading and literature early in 2001.  This year, the opportunity is smaller as North Carolina buys music, art and family consumer science.  In California last year in the first quarter, SRA/McGraw-Hill made a substantial sale of Open Court reading to the Los Angeles school district.

“The timing of contract sales was a factor in CTB/McGraw-Hill’s slower start this year, although scoring and norm-reference test sales increased for the industry’s only full-service company.


“Wright/McGraw-Hill is continuing to recover from distribution and integration issues.  The new intervention program, Fast Track Reading, is showing promise and Breakthrough to Literacy is winning new customers.

“McGraw-Hill/Children’s Publishing showed strong growth, helped by the acquisition of Frank Schaffer.

“Both professional publishing and international operations benefited last year from the publication in the first quarter of the 15th edition of the world’s best-selling medical text, Harrison’s Principles of Internal Medicine.  The international group could not overcome the absence of a major new title this year and softness in the Latin American region due to economic conditions.  Softness in scientific, technical and medical as well as computer books contributed to the decline in Professional sales.

Information and Media Services:  “Revenue for this segment declined 4.8% in the first quarter to $184.2 million and operating profits were off 12.5% to $12.0 million.
“A soft advertising market resulted in reduced revenue and operating profits at BusinessWeek, most of our business and professional publications and the Broadcasting Group.

“With 11 issues in the first quarter of 2002 versus 12 for the same period last year, BusinessWeek’s advertising pages were off 33.4%, according to Publishers Information Bureau statistics.  Nevertheless, BusinessWeek gained market share for the quarter.

“Revenue decreased modestly at the Construction Information Group, but tight cost controls and productivity gains boosted operating profits substantially.

“Platts, our global energy service, benefited from volatility in the petroleum market to produce solid gains in its base business and from the acquisition last year of Financial Times Energy.

“Aviation Week and the Healthcare Information Group were impacted by weakness in advertising.
“The presence of the winter Olympics on a rival network and softness in local advertising held back the Broadcast Group in the first quarter.”
The outlook:  “We remain confident that The McGraw-Hill Companies will produce a double-digit earnings increase in 2002.”


Conference call scheduled: The Corporation’s senior management will review the first quarter 2002 earnings results on a conference call scheduled for this morning, April 22nd at 8:30 AM Eastern Time.  This call is open to all interested parties. Discussions may include forward-looking information.  To participate by telephone, please dial-in by 8:15 AM Eastern Time to register for the call. Domestic participants may call (888) 664-9855; international participants may call (712) 257-0403 (long distance charges will apply).  The passcode is McGraw-Hill and the conference leader is Harold McGraw III.  To listen via the Internet go to:

www.mcgraw-hill.com/investor_relations and click on the  |WEBCAST-LIVE|  button. At the next screen, select the Webcast link under Listening Options. Register through the Guest Book and then proceed. You will need Windows Media Player.

The forward-looking statements in this news release involve risks and uncertainties and are subject to change based on various important factors, including worldwide economic and political conditions, the health of capital and equity markets, including future interest rate changes, the pace of recovery in advertising, the level of expenditures in the education market, the successful marketing of new products and the effect of competitive products and pricing.



Founded in 1888, The McGraw-Hill Companies is a global information services provider meeting worldwide needs in the financial services, education and business information markets through leading brands such as Standard & Poor's, BusinessWeek and McGraw-Hill Education. The Corporation has more than 350 offices in 33 countries. Sales in 2001 were $4.6 billion. Additional information is available at http://www.mcgraw-hill.com.
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