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Section 

1 Market View  
As we enter the final month of 2006 global equity markets are encountering a number of headwinds and these will 
influence the market as we look forward to the first quarter of 2007. The main variables to consider in evaluating the 
outlook for markets are outlined below along with our views on each: 
US dollar: Without doubt the most topical issue currently. We expect the dollar to consolidate around its current level until 
year-end but would anticipate further weakness in Q1 2007 as expectations of a US interest rate cut increase. 
Interest Rates: We expect the Fed to keep rates on hold until Q2 2007 while, after an increase to 3.50% later this week, 
the ECB will most likely leave rates on hold until March next year as it evaluates European economic data and the 
euro/dollar rate.  
Oil: We anticipate higher oil prices into the first quarter of 2007 as seasonal factors drive demand, and consumption 
remains strong from China and India.  
The weak dollar will put pressure on the export driven economies such as Germany, while it may also restrict the level of 
inward investment into the Irish economy. The current level of interest rates, along with the potential for higher oil prices 
could act as drags on the global economy. Consequently, as we enter 2007, earnings growth rates have been trimmed 
modestly to reflect these factors with forecasts of 10-12% EPS growth compared to 12-14% previously for the European 
markets.  
Given our view on the US dollar we continue to favour European and UK equities, as we believe that despite the slightly 
lower earnings forecasts, these represent good medium to long-term value.    
  
The Week Ahead 
 
 
Economic Calendar 

 
 
 
 
 
 
 
 
 

 
Corporate Calendar 

 
 
 
 
 

Date  Region Event Period Consensus Prior 
5/12/06 US Unit Labor Costs 3Q F 3.30% 3.8% 
5/12/06 US Factory Orders OCT -4.20% +2.1% 
5/12/06 US ISM Non-Manufacturing NOV 55.5 57.1 
7/12/06 UK BOE ANNOUNCES RATES Dec-07 5.00% 5.00% 
7/12/06 EC ECB Announces Interest Rates DEC 3.50% 3.25% 

8/12/06 US US Unemployment NOV 105k 92k 

8/12/06 US U. of Michigan Confidence DEC P 92 92.1 

Date  Region Company Event 
5/12/06 IRE Greencore Final Year Results 

5/12/06 GB HBSC Trading Update 

5/12/06 GB British Airways Trading Update 

5/12/06 GB Tesco H1 Earnings 

6/12/06 IRE Anglo Irish Bank Final Year Results 

6/12/06 GB RBS Trading Statement 

7/12/06 GB Bradford & Bingley Trading Statement 

7/12/06 IRE AIB Trading Statement 
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Current Trading ideas     

Trading ideas 
AIB  
Last rec @ €20.55 
Current:  €20.70 
Target: €23.00 
Stop-loss: €20.30 

This Thursday, 7th December, at c.12pm, AIB (€20.70) will release its year-end pre-close period trading 
statement. Given the particularly strong earnings growth generated by the group’s Capital Markets and Polish 
divisions in H1 2006, as well as the more robust than expected credit quality, and more resilient than expected 
net interest margin trends this year, this trading statement should be justifiably upbeat, confirming 2006 earnings 
growth of over 20%. Our view following a recent AIB management visit, is that given the growth potential of the 
Polish business and the potential capital release from the M&T shareholding, that the current value of these 
shareholdings should be separately considered. Therefore, we re-iterate our current BUY recommendation for 
AIB ahead of this week’s trading statement, having recently increased our 12 month price target from €21.50 to 
€23 (11% further upside), based on a sum of the parts analysis. The shares will also pay a dividend yield of 
c.3.5% over the next 10 months (H1 ex date early August), for waiting for this upside to be achieved: BUY. 

BP 
Last rec @ 575p 
Current: 568p 
Target: 660p 
Stop-loss: 565p 
 

The 13% rise in the oil price over the last two weeks could trigger some renewed interest in the energy sector 
this week, particularly ahead of the upcoming OPEC meeting on Thursday week, 14th December. Evidence of 
the previous OPEC production cut may also start to show up in oil inventory figures from this Wednesday, as 
there is usually a transportation time lag between production cuts and when they start to show up in inventories. 
In addition to a higher oil price, what is also not currently discounted by the BP share price is the potential for its 
production growth to resume in 2007. BP has a large number of new production start-ups coming on stream over 
the next 12 months, which should result in overall production growth of c.5% being achieved in 2007. Our current 
12-month price target for BP of £6.60 (16% upside) is based on 11x 2007 eps of 60p, and BP will also pay a 
dividend yield of c.3.5% for waiting for this upside to be achieved. BP’s ongoing share buyback programme 
should also continue to support the share price at current levels, with the latest buyback being 5.25m shares last 
Thursday at prices between £5.745 and £5.845: BUY. 

AUGEAN 
Last rec @ 147p 
Current: 147p 
Target: 170p 
Stop-loss: 120p 

Two weeks ago, on 17th November, One Fifty One Ltd, acting through its wholly owned subsidiary, Plunkett 
Holdings UK Ltd, acquired 13.5m Augean shares (20.61% of total in issue), bringing its total Augean 
shareholding to 23.3%. Augean is the largest hazardous waste management business in the UK, with three 
major landfill sites, at King’s Cliffe, Thornhaugh and Port Clarence. Waste management businesses involved in 
landfill are valued on the basis of the size of their landfill voids, at a rate per cubic metre of landfill void 
depending on whether the landfill is fully permitted for non-hazardous waste (£5 per cubic metre), fully permitted 
for hazardous waste (£15 per cubic metre), or an in between state where the landfill has a planning consent for 
hazardous waste, but is still waiting the necessary full permits (£10 per cubic metre). Augean has landfill voids of 
1.8m, 3.2m and 5m cubic metres respectively in each of these 3 different categories, giving total combined 
landfill value of £107m. Valuing the group’s treatment business at 10x current year operating profit (EBITA) of 
£1.7m, and at an effective forward pe of 15x gives a further £17m of value, which even after deducting the 
group’s net debt of £13m as at 30/06/06, gives total group net asset value of £111m, or £1.71 per each of the 
65m shares currently in issue. Therefore, we recently initiated coverage of Augean with a BUY recommendation 
and a 12-month price target of £1.70 (16% further upside): BUY. 

GSK  
Last rec @ 1339p 
Current: 1360p 
Target: 1650p 
Stop-loss: 1300p 

Later today, GlaxoSmithKline will hold an investor webcast, which will update investors on where it sees the 
key opportunities for its diabetes drug, Avandia. Then in 10 days time, on 14th December, the company will hold 
an investor roundtable event in New York, focusing on its key asthma drug, Advair. Given the 10% fall in the 
share price in the last month, and the shares relative valuation now versus both the EU and US pharma sectors, 
which have already recovered most of their Democrat election losses, these upcoming events could act as a 
catalyst to spark some recovery in the Glaxo share price. At 13.6x consensus 2007 eps of £1, the shares are 
now trading at a 13% discount to the current EU pharma sector average of 15.6x 2007 eps, and the share price 
will also receive some support from the company's ongoing share buyback programme, with the latest buyback 
being the purchase of 550,000 shares at £13.70 last Wednesday: BUY. 

RBS 
Last rec @ 1863p 
Current: 1833p 
Target: 2050p 
Stop-loss: 1825p 

Also this Wednesday, 6th December, RBS will release its pre-close period trading statement for the year ending 
31/12/06. Given this year’s strong capital markets conditions, there is the potential for some stronger than 
expected guidance in relation to the group’s Global Banking and Markets division. Also, given this year’s 
recovery in UK mortgage lending, as well as the recent improvement in US mortgage lending, the outlook for the 
group’s retail operations in both markets could also be more upbeat than current consensus expectations, 
implying some upgrades to 2007 forecasts. The current consensus forecast is for a 2007 eps of £2.01, 
representing 10% growth on the 2006 consensus forecast of £1.83. Post Wednesday week’s trading statement, 
there is the potential for a 2% upgrade to this 2007 forecast to £2.05, based on the better than expected 
guidance explained above, and as a result we upgrade our 12 month price target to £20.50 (12% further upside), 
based on 10x consensus forward earnings. Such a rating appears very achievable by comparison with the 
current European bank sector average of 12x 2007 eps: BUY. 

Paper Company Comment 
Sunday Times NTR NTR to sell investors toll bridge bond 
Sunday Times Permira Permira plots €3.7bn EMI offer 
Sunday Times Premier Premier in bid for rival RHM 
Sunday Times Veris Veris is very hot property 
Sunday Times Anglo  Lender can bank on more success [Anglo] 
SBP Riverdeep Riverdeep to create over 100 jobs in Ireland. 
SBP HSBC HSBC might relocate its HQ in Ireland 

Sunday Indo Airtricity The Budget: what business wants 

Sunday Tribune Euro v dollar Weak dollar hits Irish exporters 

Sunday Tribune Airtricity Windpower market ripe for consolidation 
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Section 

2 Technical Analysis 
 

 
Chart Trend Comment 

Key 
Spprt 

Second 
Spprt 

Key 
Resist 

Second 
Resist 

Current Position Recent 
Position 

Iseq Up 
Has resumed uptrend. Volume picked up on the 
bounce. Oversold on daily chart 8600 8620 8790 9000 

 
No position 

 
No position 

Ftse100 Up 
Got oversold – bounced thur/fri- don’t think we have 
seen the lows in this correction 6000 5900 6275 6300 

Long 2@ 
6100 stop at 
5900 

Short- closed 
at 6209 

Dax Up 

Correction ongoing- MA crossover shows loss of 
momentum- probably sell into strength as we correct 
back to breakout 6250 6150 6420 6600 

Sell @6400, 
stop at 6495 

Long @ 6400, 
6300, stopped 
at 6270 

Dow Up 

Again bouncing from sell off but MA crossover. RSI’s 
low but so is volume – could get back close to 12400 
then sell with tight stop 12198 12100 12380 12600 

 
No position 

 
No position 

Euro/US
D Up 

What a move! Glad of using stops! Brave call to be 
short but RSIs very overbought- look for pull back to 
1.30-1.31 with 1.29 stop before going long  1.29 1.25   

Buy at 1.31 
stop at 1.2875 

 

Euro/GB
P Sideways Trading sideways- range bound .668 .673 .670 .684 

 
No Position 

 
No position 

Bunds 
Sideways/
Up 

Trading higher – the break of 118 was significant- a 
break of 119 would set up a move to 122- but looks 
overbought 118 117.40 119 122 

Short at 
118.69, stop 
at 119.10 

Short 
3@118.20, cut 
at 118.28 

Oil 
Sideways/
Up 

Strong bounce- broken out of downtrend. Could see it 
consolidate and then move to 66.00 55  63.25 66 

Buy at 61 with 
59.75 stop 

No position 

Vodafone Up 
Trending higher- needs to take out 138-140 level 
convincingly 131  142  

Short at 1.36 
Stop @ 1.40 
Buy @1.31 

No position 

Lloyds Sideways 
Still consolidating. Range-bound. Call to test lows has 
been right 530  571 600 

Look to buy at 
5.40 stop at 
515 

No position 

BHP Sideways 
Still range bound- due to bounce to top end. Prefer to 
get long between 900 and 930 850 935 9.75 10.50 

No position go 
short at 10.50, 
long at 935 

Short @ 10.39 
Stop @ 10.70 

Tullow Sideways 
Breaking higher; look to move stop up and de-risk 
trade 3.87  4.15  

Long@ 3.95, 
order to sell at 
4.15, stop at 
3.90 

Long at 3.93 
Took profit 
@4.22 

Anglo Up Tight range near term: unwinding overbought position 14.11  14.70 15.05 

Long @ 
14.17, stop @ 
13.90, take 
profit  @ 
14.70 

No Position 

C&C Sideways 
Now oversold- very tight range 11.60-11.25. Think we 
may get a retest of 12 but will remain rangebound 11.20 11.05 11.55 12 

Buy at 11.10 
stop at 10.50 
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Last Week’s Moves 

 Levels 
Last week’s 

moves 
YTD 

Move   

Div 
Yield- 
2006 

EPS Growth 
2006 P/E-2006 P/E-2007 

Equities          
DJ INDUS. 
AVG 12183.55 -0.86% 13.60%  ISEQ 2.55% 14.1% 12.0 10.5 
S&P 500  1396.86 -0.36% 11.83%  UK 3.40% 15.5% 13.0 12.4 
NASDAQ  2413.25 -1.99% 9.34%  US 2.10% 10.9% 16.2 15.1 
DJ  3566.38 -2.31% 6.49%  Euro 3.19% 15.0% 12.7 11.9 
FTSE 100  6021.5 -1.64% 7.17%       
DAX  6241.129 -2.53% 15.56%       
 
Sector* Weekly 

Move % 
YTD 

Move % 
*Perf based on capital price moves only 

Mining 0.55 42.92 
General 
Industrials 0.28 5.51 
Tobacco 0.23 8.37 
Software  -0.25 -0.12 
Pharmaceuticals -0.46 5.34 
Media -0.77 5.05 
Utilities -1.11 24.76 
Oil & Gas  -1.12 3.44 
Beverages -1.26 9.00 
Insurance -2.16 10.19 

Change WTD %

-8.0

-6.0

-4.0

-2.0

0.0

2.0

Mining Gen Industrials Tobacco Auto Personal Goods Technology

Construction  -2.17 24.08 
Chemicals -2.42 10.37 
Telecoms -2.54 2.64 
Food Producers -2.64 11.86 
General Retailers -2.68 17.28 
Banks -2.70 13.42 
Leisure Goods -2.74 6.90 
Autos -4.86 14.43 
Personal Goods -5.38 10.13 
Technology  -6.81 -3.50 

Cha nge  YTD %

-10.0

0.0

10.0

20.0

30.0

40.0

50.0

M i ni ng Ut i l i t i es Const T el ecoms Sof twar e T echnol oy

 
Best/Worst Performers 24/11/06 – 01/12/06 

Iseq FTSE 
ISEQ

-15.00%
-10.00%

-5.00%
0.00%
5.00%

10.00%
15.00%

Blackrock Fyffes plc Independent
News &
Media

Kerry Group Elan UTV plc

  

 
 
 
 
 
 

Stocks with exposure to the dollar such as Kerry and
AIB dragged the market down during the week.
While the main movers in the right direction were
Blackrock and Fyffes amid speculation of a take over
bid for Blackrock. Aer Lingus also had a good week
with Ryanair increasing its holding to 25% 

Banking stocks helped pull the market lower amid
ongoing concern over bad debt levels, with a
continued rapid decline in the dollar adding pressure.
Companies that have sales exposure to the US, such
as pharmaceuticals, offset gains from the mining and
oil companies.

FTSE

-10.00%
-8.00%
-6.00%
-4.00%
-2.00%
0.00%
2.00%
4.00%
6.00%
8.00%

Persimmon Cairn Energy Compass
Group

Drax Group
plc

Carnival plc Old Mutual
plc
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Section 

3 Commodity, Currency & Credit Markets 
 

  Current YTD Change  Year End Forecast 

  EURO GBP USD EUR GBP USD EUR GBP USD 

Base Rate 3.25% 5.00% 5.25% 1.00% 0.50% 1.00% 3.50% 5.00% 5.25% 

3 Month 3.64% 5.26% 5.37% 0.90% 0.93% 0.27% 3.60% 5.19% 5.40% 

12 Month 3.85% 5.42% 5.21% 0.65% 0.73% 0.22% 3.77% 5.43% 5.30% 

5 Year 3.60% 4.78% 4.39% 0.53% 0.62% 0.03% 3.62% 4.80% 4.65% 

10 Year 3.65% 4.47% 4.43% 0.35% 0.37% 0.03% 3.69% 4.60% 4.66% 

EUR-USD X-RATE 1.3317 11.00% 1.350 

EUR-GBP X-RATE 0.672848 -2.24% 0.685 

CRUDE OIL FUTR  62.75 -2.00% 

NAT GAS FUTR 8.489 -28.61% 

GOLD SPOT $/OZ 647.605 25.34% 

SILVER SPOT $/OZ 14.03 59.16% 

LME ALUMINUM 2738 20.25% 

LME COPPER 7080 61.09% 
 

Interest Rates 

 
Comment:  
European government bonds posted the biggest weekly gain since September on speculation a 
stronger Euro will damp growth in the $10 trillion Euro region economy, diminishing the case for 
further interest rate increases. This combined with the continued weak data out of the US saw 
global bond markets supported.  
 
Traders this week will be focused on the ECB rate announcement on Thursday, while a further 
25bps is fully priced in; traders will look to gauge where the ECB see rates going in the first quarter 
of next year. Attention will be paid to what the ECB say on the recent move in EURUSD and the roll 
that this will play in determining if the ECB will hike further next year. 
  
With a large degree of uncertainty surrounding the ECB press conference on Thursday we would 
look for bond markets to consolidate ahead of the meeting as traders take some money off the 
table. 

Interest Rates
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Currency Comment 
 

Euro/USD 

 
Comment: EUR/USD 
The dollar was supported in the first half of the week by better than expected existing home sales and strong 
upward revision in Q3 GDP growth from 1.6% to 2.2%. However Thursday and Friday saw a renewed sell off 
on the back of two weak manufacturing numbers 
 
With a clearly slowing housing market, as well as contracting manufacturing industry, speculation has greatly 
increased that Fed's next step will be a rate cut. Futures prices are now betting with a greater than 80% 
chance that the Fed will cut to 5% by the end of Mar.  
 
The most important data and event of the coming week will be US ISM non-manufacturing index and US 
employment number as well as ECB rate decision and press conference. After disappointing manufacturing 
data, weakness in services sector and employment will fuel further speculation that Fed will cut rate by early 
next year. If one or both of these numbers disappoint expect the USD to remain under pressure. 

Euro/GBP 

 
Comment : EUR/GBP 
 
European Money Supply came out at 8.3% well above 4.5% level, where the ECB believe is consistent with 
medium term price stability. European finance ministers said that Euro's strength doesn't yet threaten the 
growth in Eurozone and the countries can "live with the current exchange rate’’. Data from UK were far from 
impressive, except with stronger than expected house price inflation which increased 1.4% in Nov. Sterling 
however was firmly supported after U.K. Chancellor of the Exchequer Gordon Brown said economic growth 
will exceed the government's earlier forecast of 2.2% to 2.5% this year.  
 
ECB is expected to raise rates by 25bps to 3.50% this week as Trichet signalled by using the 'Vigilance' word 
in last meeting. While this rate hike is priced in, the focus will be on ECB's forecasts for 2007 and indications 
on next year's monetary policy.  
 
Expect EURGBP to trade sideways ahead of the ECB meeting on Thursday. While it is uncertain what the 
ECB will say, any suggestion that they are concerned about the EURUSD rate could see EURGBP come 
under pressure as GBP remains strong. 
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Corporate Credit Markets 

Rating-5 
Yr Bonds 

Sample Names Dec 2005 
Yield 

Current 
Yield 

AAA Rabobank 3.65% 3.79% 

AA Deutsche Bank 3.95% 3.95% 

A Tesco  3.83% 3.94% 

BBB MKS 5.30% 5.50% 

BB Royal Caribbean 
Cruise lines  

5.73% 6.05% 

The Itraxx* was 1bps wider this week at 25bps. The 
move wider happened early in the week, prompted 
by the downturn in equity markets. With the absence 
of a technical bid this time of year the credit market 
will be driven by macro data and in particular the 
possibility of wider spreads due to the ongoing 
weakening of the USD.   
 
*ITRAXX is an index of the 125 most liquid 
investment grade corporate names in the European 
market 

 
Sector Movements in week ended 1/12/2006: 
Auto: Mixed in the sector – French automakers were mixed after market share figures show Renault has lost market 
share while Peugeot has fared better rising marginally, despite a rise in French unemployment. Renault widened 1bps 
over the week while Peugeot was unchanged. German automakers were equally mixed, BMW ended the week 
unchanged despite widening earlier in the week on USD weakness, however DCX and VW were both 1bps wider week 
over week. In the US, Ford and GM both tightened. GM closed the week by completing the sale of a majority stake in 
GMAC, the CDS tightened 20bps, while Ford tightened 25bps this week after announcing that 38, 000 workers had 
accepted managements buyout offer.  
Building materials: Mixed in the sector with LaFarge and Heidelberg unchanged, Pilkington was 1bps tighter while Saint 
Gobain was 1bps wider over the week.  Pilkington’s parent Nippon is expected to report strong profit growth for H1 20006. 
Saint Gobain was marginally wider on reports mid-week that the company may be the target of a takeover bid by LaFarge 
– widely dismissed by credit markets.  
Chemicals: Quiet in the sector- names unchanged in the sector over the week. Despite Linde winning a large contract for 
€1.3b, spreads failed to react by tightening. Bayer was also resistant to tightening despite news that employees at the 
newly acquired Schering have accepted redundancy plans.  
Airlines: Mixed in the sector – merger talks (sparked by Ryanair and Aer Lingus) caused both Lufthansa and British 
Airways to widen, however British Airways was also hit by this weeks radiation scare that grounded 3 planes. Talk 
centered on Iberia, and particularly on which larger airline would be likely to acquire the smaller Iberia. Reports suggest 
Lufthansa might be the more likely acquirer. BA widened 6bps this week while LHA widened 3bps. BAA was also affected 
this week by radiation scares, and fears of even further tightening of radiation controls at airports, spreads widened 8bps 
over the week.  
Food/Beverages: Quiet in the sector – the only mover again this week was Sainsbury’s moving 1bps wider while Tesco 
and Compass were unchanged. Compass was unchanged despite having the credit rating affirmed this week by S & P 
following FYE 2006 profits in line with expectations.  
Telecoms: Wider in the sector – this week both BT and DT were wider, 2bps and 1bps respectively. BT continues to be 
the subject of private equity rumours. Vodafone was unchanged again this week.  
Retail: Wider in the sector – Kingfisher and GUS were the biggest movers, 5bps and 3bps respectively. This week 
Kingfisher reported the eighth consecutive quarter decline in same-store sales, as consumers spend less and less on 
home improvements. Elsewhere Dixons was 1bps wider while MKS was unchanged over the week.   
Media:  Wider in the sector – EMI widened 22bps following reports this week that Primera Advisors, a private equity firm, 
has made an approach for £2b, valuing the company at £2.52 per share. ITV was 22bps tighter after the company hired 
ex-BBC chairman to head the company and suspended the share buyback programme. Reuters and BskyB were both 
1bps wider.  
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particular security, option, future or other derivative investment. Not
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investor. Although the information in this report has been obtained
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reasonable efforts are made to present accurate information Dolmen
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Dolmen’s judgement as of the date of the report but may be subject
to change without notice. Changes to assumptions may have a
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