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IL&P

Today’s Research
Kerry Group

Breaking News

IL&P H1 profits up 23%

Irish Life & Permanent has reported a 23 percent jump in first-half
pre-tax operating profits, beating forecasts and said it was confident
it would have "a very strong set of results” for the full year. IL&P
said operating profit rose to €242m in the six months to end-June,
with EPS rising to 81.3c from 62.3c in the same period of last year.
This result compares to consensus forecasts of €236m and 76c for
operating profit and EPS respectively. IL&P reported that operating
profit in its life business grew 23 percent in the first half to €134m,
with profit in its banking business up 36 percent at €90m.

Kingspan comfortably beats forecasts

Benefiting from new environmental regulations and increasing
energy awareness, Kingspan has reported a 16.5% increase in sales
to €676m for the six months to the end of June compared to the
same time last year. Pretax profit rose 34 percent to 83.4 million
euros, well ahead of the consensus forecast of €72.5m. EPS of 40.4c
also comfortably beat expectations for 35.1c "Our products continue
to gain share against traditional alternatives, bolstered by the
increasing awareness of the advantages of sustainable energy
construction,” Chief Executive Gene Murtagh said in a statement.

Petroceltic drilling update
Further to the company's press release of the 29th August and
following further evaluation of the logs and drilling data Petroceltic
has now elected to carry out an open hole test of hydrocarbon
bearing intervals in the Ordovician zone as well as the Carboniferous
and Devonian F2. It is now estimated that testing operations will
take approximately 2-3 weeks.

Today’s Recommendation

Kerry (€17.30) H1 results announced Stuart Draper

Target : €19 (05/09/06 ; previously €20, issued 28/06/06)

e Results announced : This morning, Kerry Group announced its
results for the 6 months ended 30/06/06. Earnings per share of
54.9c was 2% ahead of the consensus forecast of 53.95¢, and
was also a year on year increase of 2%. The slightly better than
expected earnings growth was driven by 7% revenue growth,
which was 2% stronger than expected, being offset by higher
input costs, particularly energy costs.

e  Pricing power : The company’s outlook was more upbeat than
at the time of its AGM trading statement last May, expressing
confidence that the current consensus 2006 eps forecast of
€1.32 would be achieved. Given that energy costs are no lower
than they were in May, this may indicate that Kerry is starting
to achieve some price increases to offset the higher input costs.
Such price increases would be in line with recent comments
from peers Danone, Unilever and Nestle, which all predicted
improving margin prospects in H2 2006.

e UK improving : In H1 2006, the UK market was a particular
source of margin pressure for Kerry as a result of competition
among food processors and pricing pressure from the super
markets. In this respect, the statement this morning from group
CEO, Hugh Friel, that he sees “some signs of improvement in
the tough British market”, is significant.

e Acquisition upside : Kerry’s current share price rating of 13.1x
consensus 2006 eps of €1.32 does not fairly reflect the
company’s ability to significantly boost its earnings growth from
acquisitions which can be internally funded out of the group’s
strong free cash flow generation. Given that the £124m Noon
acquisition was its only major deal in 2005, there is a high
probability of an increased acquisition spend by year end which
would provide the potential for earnings upgrades.

e Peer discount : Kerry’s closest peers, Danisco and Givaudan,
currently trade at an average of 14.5x 2006 eps. Valuing Kerry
at the same multiple, based on a 2006 eps of €1.32, generates
our new 12 month price target of €19 (10% upside) : BUY.

Business Press

e Horizon to net €6.2m in sale of Clarity Ireland subsidiary (IT)
e O’Leary slates new terminal plan (IT)

e  Ormonde upbeat on Spanish results (IT)

Investment Press

e  Microsoft/Yahoo: Money can’t buy you love. Returning tens
of billions of dollars to investors since July 2004 has so far
failed breathe life into Microsoft’s shares. Will the software
group try buying growth instead?
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Disclosures
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investment. Not all recommendations are necessarily suitable for all investors and Dolmen recommend that specific advice should
always be sought prior to investment, based on the particular circumstances of the investor.

Although the information in this report has been obtained from sources, which Dolmen believes to be reliable and all reasonable
efforts are made to present accurate information Dolmen give no warranty or guarantee as to, and do not accept responsibility for,
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ever, whether direct or indirect, suffered or incurred in consequence of any use of, or reliance upon, the information. Any person
acting on the information contained in this report does so entirely at his or her own risk.

All estimates, views and opinions included in this report constitute Dolmen’s judgement as of the date of the report but may be
subject to change without notice. Changes to assumptions may have a material impact on any recommendations made herein.

Unless specifically indicated to the contrary this report has not been disclosed to the covered issuers(s) in advance of publication.

Past performance is not necessarily a guide to future returns. The value of investments and the income from them can fall as well
as rise. Investments denominated in foreign currencies are subject to fluctuations in exchange rates, which may have an adverse
affect on the value of the investments, sale proceeds, and on dividend or interest income. Investors may not necessarily recoup
the full value of their original investment. Investors should be aware that forwarding looking statements and forecasts may not be
realised.

This report may not be reproduced (in whole or in part) altered, transmitted or made available to any other person without the prior
written permission of Dolmen.
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It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to
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Revenues in these business units may derive in part from the recommendations or views in this report. Notwithstanding, Dolmen is
satisfied that the objectivity of views and recommendations contained in this report has not been compromised.
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Analyst Certification

Each research analyst responsible for the content of this report, in whole or in part, certifies that: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers; and (2) no part of his or her compensation was, is, or
will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the research
report. Stuart Draper and Owen Turner are responsible for the production of this report. Stuart Draper is Head of Research and
Owen Turner is an equity analyst.
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