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Aviva

Breaking News

Standard Life seen rising on market debut
Shares in Standard Life are set to rise above their 230 pence offer
price on their market debut on Monday, when the British insurer will
end eight decades of mutual ownership. Estimates of how far the
stock would rise ranged widely, however, from a gain of 1.3pct to
233p at the low end to a jump of more than 7pct to 247p at the high
end of dealers’ predictions.

DCC-AGM Statement

At the AGM Meeting of DCC plc, to be held in Dublin at 11.00 a.m.
Jim Flavin, Chief Executive/Deputy Chairman, will state that DCC is
pleased with trading results in the first quarter and in particular the
continuing pick up in the results of DCC SerCom. The company
continues to be active on the acquisition front and it is confident
that the recent acquisition of 50% of the William Tracey group of
companies, a Scottish recycling and waste management business,
and the acquisition announced last Friday of Carlton Fuels, the fast
growing north of England based oil distribution business, will prove
rewarding. DCC is well positioned to achieve market expectations in
the current year.

C&C-profit ahead of expectations

C&C Group PLC said on Friday that both revenue and operating
profit, for the first four months of its current financial year, are
significantly ahead of its expectations, driving shares in the drink
group to a new high. This was primarily down to better-than-
expected Magners' sales growth following its UK national roll-out in
March and also Bulmers' continuing out-performance of the Irish
Long Alcohol Drinks market and the benefit of good early summer
weather. The company will revise its forecast when it issues a mid-
year trading statement at the end of August.

Today’s Recommendation

Aviva (£7.25) US deal would boost growth Stuart Draper

e  Major deal : Aviva has confirmed that it is in talks to acquire US
life assurer, AmerUs Group, which at c.£1.5 bn would be the
company’s largest deal since 2000. Aviva recently stated that it
was looking to the US market for acquisition opportunities.

e Track record : The US market has c.1000 life companies, is the
world’s largest savings market and has strong growth potential
as a result of the ageing population. In such a market, Aviva’s
excellent acquisition track record and disciplined capital
allocation should ensure that any deal will boost the group’s
earnings growth prospects. A deal price of £1.5 bn (c.12.8x
2007 eps), would boost Aviva’s 2007 eps by c.2%.

e  Growth market : In addition to being a top 5 player in the high
growth US indexed annuity market, Aviva would benefit from
the fact that AmerUs owns much of its own distribution. With
only 4% of Aviva’s international life and pension sales in the US,
such a deal would also significantly improve Aviva’s current
under-representation in the US market.

e Buying opportunity : Therefore, even though up to half of the
purchase price (c.£0.75 bn) may be funded by a share placing,
the current resultant share price weakness has generated an
attractive medium term entry level in a group with a track
record of successful acquisition integration.

e Bid potential : Our current view is also that if this latest
takeover approach is unsuccessful, then the end result could be
that Aviva itself ends up receiving a takeover approach,
particularly following the failed £7.08 per share approach to
Prudential earlier this year. This is because the offers confirm
Aviva’s ambitions of building a global and US presence, and its
European exposure may be of interest to either AIG or AXA.

e Stand-alone value : However, even on a stand-alone basis,
Aviva’s share price would appear to have significant upside
potential from current levels as a result of the continued
buoyancy of the UK life sector. Given that Aviva’s 2006 return
on embedded value of 16.8% is 21% stronger than the UK sector
average of 13.9%, our view is that its price to embedded value
(EV) should trade at a similar premium to the UK sector.

e Attractive upside : Therefore, our current 12 month price
target for Aviva of £8.50 (17% upside), is based on 1.6x 2006 EV
per share of £5.30. Aviva shares will also pay investors a
dividend yield of c.4% for waiting for this upside to be
achieved : BUY.

Business Press

e ESB wins €7.7 contract (IT)

e  Construction Sector books growth in activity for June (IT)
e ECB’s shift could mean rate hike to 4pct (IE)

Investment Press

e  Mittal: Arcelor-Mittal has been on the road promoting the crea-
tion of the world’s “clear leader in steel”. Have investors ac-
cepted the argument that the merger will also create value?
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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 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.

Dolmen Securities is a Member Firm of the London Stock Exchange, and is authorised by the Financial Regulator under
the Investment Intermediaries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The
London Stock Exchange, and is authorised by the Financial Regulator under the Stock Exchange Act 1995. Dolmen
Stockbrokers is regulated by the Financial Regulator as a Mortgage Intermediary.

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 undertaken 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, related to the specific recommendations or views expressed by that
research analyst in the research report.
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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
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