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This Week’s Research Today’s Research Today’s Recommendation

Kingspan CRH & AIB

Breaking News

CRH (€30.70) Full year results announced Stuart Draper

Target : €37 (21/02/07 ; previously €34, issued 02/01/07)

e Results announced : This morning, CRH announced its results for
the year ended 31/12/06. Profit before tax and earnings per
share of €1.602 bn and 222.4c respectively, were in line with
consensus forecasts of €1.583 bn and 223c, and were year on
year increases of 25% and 20%. The results showed an
acceleration in earnings growth at the group’s European
Material, Products and Distribution businesses, helped by some
operating margin expansion.

e Non-residential buoyant : In the US, the group’s 3 divisions all
generated strong profit growth, with the passing on of higher
input costs helping to achieve operating margin improvement at
the US Materials and Products divisions. The group’s US products
division, which has an exposure to new US housing representing
c.10% of total group operating profit, should also receive a
boost from any recovery in the US housing market in H2 2007.

e Acquisition growth : CRH completed €2.1 bn of acquisitions
during the 12 months ended 31/12/06, including its largest ever
deal, the $1.3 bn APAC acquisition. As these acquisitions start
to feed through into group earnings in 2007 and as increased
synergies start to be generated in 2008, further earnings growth
of c.10% per annum should be generated.

e Upgrade potential : Our current forecasts are for 2007 and 2008
earnings per share of €2.40 and €2.64 respectively, with the
potential for further acquisitions in 2007 providing the potential
for further upgrades to these forecasts by year end. Given the
current valuations of CRH’s peer group and its prospects for
continued double digit earnings growth in 2007 and 2008, our
current 12 month price target of €37 (21% upside) is based on
14x 2008 eps of €2.64 : BUY.

AIB (€21.67) Full year results announced Stuart Draper

Target : €25 (06/03/07; previously €24, issued 20/12/06)

e Results announced : This morning, AIB announced results for
the year ended 31/12/06. Earnings per share (excluding profits
from property and business disposals) of 182.8c was c.2% ahead
of the consensus forecast of 178.5c, and was a year on year
increase of 25%, boosted by particularly strong growth from the
group’s Capital Markets and Polish divisions.

e Loan growth : The earnings growth was driven by strong 25%
loan growth offset by margin erosion of 0.12% (0.18% expected)
to 2.26%. Group credit quality also remained robust, with the
2006 bad debts charge representing only 0.12% (0.13%
expected) of average loans. Our view was that there would be
scope for the “in line” guidance of the December trading
statement to be beaten when the 2006 results were announced
appears to have happened, driven by slight positive surprises in
relation to both margins and credit quality.

e Polish valuation : AIB currently owns 26.7m M&T Bank shares,
which at the current price of $118 each and a Euro/USD rate of
1.31 gives a current value of €2.41 bn. At a current share price
of PLN 233, the value of AIB’s 51.1m shares in Polish bank,
BZWBK, at a EUR/PLN rate of 3.91 is €3.05 bn. AIB’s core lIrish,
UK and Capital Markets businesses generated combined 2006
after tax profit of c.€1.61 bn. Given the significantly stronger
than sector average earnings growth prospects of these 3
businesses, their combined 2006 earnings should at least be
rated at a multiple of 10x, giving a combined fair value of €16.1
bn. AIB’s Ark Life joint venture with Aviva can be
conservatively valued at €0.3 bn, giving a combined fair value
of €24.84 for each of the 880.1m shares currently in issue.

e  Attractive upside : Therefore, we re-iterate our current BUY
recommendation for AIB following these full year results,
upgrading our 12 month price target from €24 to €25 (15%
upside), based on the above sum of the parts analysis. The
shares will also pay a dividend yield of c.3.4% over the next 10
months (H1 ex date early August), for waiting for this upside to
be achieved : BUY.

Business Press

BA shares plunge 10% as ‘open skies’ fears mount (ll)
Kingspan gains from energy savings push (ll)

HSBC says bad loans will take years to fix (FT)

CRH to extend Swiss base with acquisition (1)

Investment Press

e Carry trade: Investors caught up in the gyrations of foreign
exchange markets cannot say they were not warned. Does the
jump in the yen over the past week mark the end for the carry
trade?
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Disclosures

This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes only to assist investors to make their
own investment decisions and is not intended to and does not constitute personal recommendations nor provide the sole basis for
any evaluation of the securities discussed. Specifically the information contained in this report should not be taken as an offer or
solicitation of investment advice or, encourage the purchase or sale of any particular security, option, future or other derivative
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,
the correctness, completeness, timeliness or accuracy of the information provided or its transmission. Nor shall Dolmen, or any of
its employees, directors or agents, be liable to for any losses, damages, costs, claims, demands or expenses of any kind whatso-
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
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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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the Financial Regulator as a Mortgage Intermediary.
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satisfied that the objectivity of views and recommendations contained in this report has not been compromised.

Dolmen permits research analysts to own shares and/ or derivative positions in issuers they publish research, views and recom-
mendations on and accordingly analysts involved in the production of this report may own stocks in a company covered in it. Any
own account staff trading is undertaken in strict compliance with Dolmen’s own account internal rules and therefore Dolmen is sat-
isfied that the impartiality of research, views and recommendations remains assured.
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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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