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Daily Market Comment

Yesterday’s Summary : Despite US markets having a weak session the night before and European and UK interest rates being
left on hold, the ISEQ crept into positive territory yesterday, closing 0.31% higher at 6,482.66. Ahead of its full year results an-
nouncement this morning, C&C was one the best performers, soaring 4.8% to €4.72. Among the financials, Irish life & Permanent
was the biggest gainer, adding 3.9% to finish at €11.33. With its Polish subsidiary Bank Zachodni reporting a better than expected
decline in Q1 net profits, AIB gained 0.4% to 14.05. Smufit Kappa advanced 2.5% to €8.58 ahead of its first quarter results today.
Overnight News : In Japan, the Nikkei 225 Stock Average ended down 2.1% at 13,655.34, after investors were unnerved by
Toyata’s earnings outlook , while a stronger yen dampened sentiment for exporters. In China, the benchmark Shanghai Compos-
ite Index closed down 1.19 % at 3,613.49, in cautious trade ahead of the release of the April consumer price index.

Breaking News : Irish paper packaging maker Smurfit Kappa has reported a profit before tax of €61.6m, compared with a €42.4m
loss a year earlier. However the stock is trading 5.5% lower this morning, as the company warned that a weak dollar and slowing
demand, will put greater than expected pressure on margins this year. American International Group has reported its record
$7.8bn first quarter loss, eclipsing the $5.3bn loss it recorded in the fourth quarter. The giant insurer also announced that it would
raise $12.5bn in capital to replenish its balance sheet. French cement major Lafarge SA, the world’s second largest cement
maker, has emerged the frontrunner in the race to acquire the ready-mix concrete business of engineering and construction major
Larsen & Toubro. BG have said that discussions in relation to their proposed $14.70 per share offer for Origin are still ongoing.
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PROVI DENCE RESOURCES

“Downturn in house building to hit profits at Grafton”-Grafton-(Irish Times)
“AlIB’s Polish unit shows 6.7% fall in Q1 profits”-AlIB-(The Irish Times)
“Shocking fall in long-haul seat sales at AerLingus”-AerLingus-(l.I) 1

“ECB inflation warning fuels speculation rates will not fall”-(1.1)* . *%
“Diageo maintains profit forecast”-Diageo-(Irish Examiner) 1

MCINERNEY HOLDINGS

Market Themes and Movers

The Pound Declines on Bets of Future Rate Cuts : The Bank of England announced yesterday that they will be keep the
benchmark interest rates on hold at 5% and now with market futures pricing a in 75% chance of the Bank of England cutting bor-
rowing rates at the next Monetary Policy meeting, the pound is heading for its first weekly decline in a month. The UK currency
dropped to 79.15 pence per euro this morning, from 78.78 pence yesterday and after falling 1.2 pence since May 2. The Bank of
England decided to leave interest rates on hold yesterday, as the central bank faces a delicate balancing act between preventing
inflation reaching its upper limit of 3%, currently at 2.5%, and stimulating the slowing British economy.

Crude Oil Rises to a Record for the Fifth Straight Day : Crude oil is set for the largest weekly gain since March last year, as it
rose to a record high for a fifth consecutive day. Crude rose to a record near $125 a barrel on speculation that Nigerian export
cuts may curb US supplies during the peak driving season. Attacks by militants on Royal Dutch Shell’s Nigerian operations have
disrupted output from Africa’s largest oil producer, while a government report this week suggests that US fuel stockpiles and refin-
ery output have declined when compared with the same period last year. Perhaps even more disturbing for consumers and busi-
ness struggling with the commaodity’s record high prices, were statements from OPEC yesterday which indicated that they feel
there is no need to raise output, as the depreciation of the US dollar, not limited supply, is driving oil prices higher.
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C&C

Beverages

Company Profile

The
activities are producing,

Group's  principal
marketing and selling
cider, spirits, liquers, soft
drinks and snack foods
and distributing spirits,
wine and beer. The
Group's operations are
carried through its Cider,
Distribution, Soft Drinks
and Spirits and Liquers.
Cider manufactures, mar-
kets and distributes Irish
cider brands such as
Bulmers and Magners.
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Profit by Division

O Cider 84%
B Spirits& Liquers8%
O Soft Drinks 7%

O Distribution 1%

David Dunk Neutral
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€5 (5
€4.72

Previous (10/10/07)

Current

ISEQ Fundamental view : C&C released its full year results this morning. Results were broadly in-line with expec-

tations. Revenue for the period was €679m, down 8.1% on the previous year. The company reported a full
year EPS of 32.2 cent versus 29.6 cent analyst consensus forecast. The spirit & liqueurs division posted a
solid 12.3% growth in sales. However, operating profit declined 5.4%, mainly due to the 27% increase in
marketing expenditure. The cider division, which accounts for 86% of company’s profits, saw a 11% drop in
cider volumes, 4% for Bulmers in Ireland and 16% for Magners in the UK. The company’s strategy for the
cider division is based on the introduction of Magners draught to the UK, which will be rolled out next week.
It is uncertain to what degree the introduction of draught Magners will impact existing bottles sales. Man-
agement are guiding for a cannibalization rate of 20%, although this may be on the optimistic side. The
margins for draught are approximately 35% lower than bottled, so the company will have to achieve signifi-
cant growth in market share. Another major obstacle is the competition within the UK premium cider sector.
Magner’s is more expensive than its competitive premium ciders, the UK market is price sensitive, and
given the weakness in consumer sentiment Magners is vulnerable to further loss in market share. Magner’s
main competition in the UK is the Bulmers brand which is produced by Scottish and Newcastle which in
turn is a division of Heineken. Given Heineken’s superior distribution network, its no surprise that Magner’s
biggest decline came from managed pubs, this is a trend we expect to continue.

Next Catalyst: The next catalyst for C&C is the Nielsen trade industry report which is due next Friday. This
report should highlight the cider markets performance and C&C’s market share. C&C have its AGM in July
and its Interim financial statements in August. C&C are continuing to invest in its two European test mar-
kets. However we see this as a long term strategy, with no short term catalysts from this area. The weather
will be a significant catalyst for C&C over the coming months. A strong summer could lead to a significant
boost in sales. We are basing our 12 month price target on sector average multiple of 15.5x the 2008 EPS
of €0.322. Our price target of €5.00 implies an upside of 6.4%, and the stock also yields an attractive 5.7%.
However given the limited upside, lack of diversification and difficult competitive environment we maintain-
ing our Neutral recommendation on the stock

Chart View: C&C

Support Primary: €4.30
Support Secondary: €3.72
Resistance Primary: €4.86
Resistance Secondary: €5.75

Stock is approaching the upper end of its 12-month trad-
ing range and a break of €4.86 would suggest there is
significant upside to follow. Buy on weakness with the
first entry area being the €4.30-€4.50 short-term support
base. Note that if the €4.30 level fails to hold then a pull-
back towards the €4.05 area should be expected.

Mejor Shareholders % Peer Group Multiples.

Morgan Stanely Invt. Mgt. 10.29% Company name P/EO8 PEE09 EPS Growth 08-09
Janus Capital Mgt. 8.18% C&C 147 135 8.70%
Capital World Investors 7.49% Heineken 223 144 35.43%
Barclays Gobal Investors 5.26% Carlsberg 237 16.9 28.68%
Deutsche Bank 5.22%

Shares Outstanding 312.97m

Share Data Financial Data 2007 2008e 200%
Current Price (p) 4.72 Revenue (£m) 842 548 641
Vkt Cap (Em) 1,412 PBT (Em) 171 153 18
Reuters GCCl EPS (p) 0.29 0.32 0.35
Bloomberg GCCID PIE(X) 16.28 14.66 1349
Sector Beverages DPS (p) 0.27 0.27 0.28
CFO Brendan Dwan Dividend Vield 5.72% 4.60% 5.93%
CEO Maurice Pratt

Website VWL roupplc.ie
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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 whatsoever, whether direct or indirect, suffered or incurred in conse-
quence 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 judgment 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. Invest-
ments denominated in foreign currencies are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the in-
vestments, 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 permis-
sion of Dolmen.

Dolmen Securities Limited is regulated by the Financial Regulator. Dolmen Securities Limited is a member firm of the London Stock Exchange.
Dolmen Stockbrokers is regulated by the Financial Regulator. Dolmen Stockbrokers Limited is a member firm of the Irish Stock Exchange and the
London Stock Exchange.

Conflicts of Interest & Share Ownership Policy

Dolmen, its employees, directors or related companies, may have a shareholding in the securities (or related
investments/ derivatives) of certain companies covered in this report, or may provide/ solicit investment banking or other services to/ from them.

It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to some extent by
revenues arising other Dolmen business units including Corporate Finance, Fund Management and Stockbroking. 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.

Dolmen permits research analysts to own shares and/ or derivative positions in issuers they publish research, views and recommendations 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 under-
taken in strict compliance with Dolmen’s own account internal rules and therefore Dolmen is satisfied that the impartiality of research, views and
recommendations remains assured.

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, re-
lated to the specific recommendations or views expressed by that research analyst in the research report. Stuart Draper, David Dunk and Stephen
Taylor are responsible for the production of this report. Stuart Draper is Head of Research and David Dunk & Stephen Taylor are equity analysts.
For US Persons Only

This report is only provided in the US to major institutional investors as defined by s. 15 a-6 of the Securities Exchange Act, 1934 as amended. A
US recipient of this report shall not distribute or provide this report or any part thereof to any other person.
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