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Apple

Breaking News

Vodafone agrees broadband deal with BT

Vodafone has moved into the fixed-line broadband market, striking a
wholesale deal with BT . The mobile phone operator plans to launch
the consumer broadband service before the end of the year.
Vodafone U.K. Chief Executive Nick Read said, in a statement, that
the deal played a strategically important step in evolving the mobile
phone operator's U.K. business. Vodafone Chief Executive Arun Sarin
said earlier this year that Vodafone planned to offer consumer
broadband in all its key markets before the end of the financial
year.

Bovis Homes reports 18% rise in H1 profits

UK homebuilder Bovis Homes reported an 18 percent rise in first-half
profit today and kept its expectations for the year unchanged, citing
a steady housing market. Bovis said that the steady housing market
experienced during the first six months has continued through July
and August, with sales reservation levels ahead of the corresponding
period in 2005.and that it expected the average rise in its selling
prices to moderate in the second half to register the annual growth
of around 4-5 percent. Bovis posted £53.1m in pretax profit for the
six months to end-June, up from 45.1m a year ago. Sales rose 17
percent to £250.5m. Despite a surprise interest rates hike by the
Bank of England in August, the housing market remained resilient as
the rates are still relatively low and affordability continues to
remain a constraint, it added.

Key inflation data due on Friday
Markets will be looking to economic data in the US for direction this
week as key inflation and retail sales figures are released.
Economists forecast that core consumer prices, to be released on
Friday, rose 0.2 percent in August, the same as in July. August retail
sales, expected on Thursday, are forecast to fall 0.1 percent
compared with a 1.4 percent rise in July

Today’s Recommendation

Apple (572.52) Potential catalyst Owen Turner

Target : $80 (11/09/06 ; previously $75, issued 06/04/06)

e Special event: On Tuesday September 12" Apple will be holding
a special event in San Francisco and is expected to unveil a
number of new products and services including new iPod nanos
and a revamped version of iTunes which offers a full length
movie download service. This would represent a major move
into the digital home market with the potential to expand its
revenue streams. We see this ‘special event’ as a potential
catalyst for Apple’s shares.

e PC strength: Recent surveys in the US have shown a a slightly
better than normal seasonal pick-up in retail PC sales during
August, in particular pointing to strong demand for Apple
laptops for the ‘back-to-school’ period. Last week Apple
upgraded its entire line of iMacs with a faster microprocessor
from Intel called the Intel Core 2 Duo, a shift the company said
boosts the performance of the new machines over a previous
line of iMacs based on an earlier version of Intel chips. Apple
also trimmed prices on its iMacs, in the company's latest move
to counter the reputation of Macs as more expensive than
comparable PCs. With the move coming ahead of a seasonally
strong period for consumer demand we see room for market
share gains.

e Continued momentum: While Apple shares have enjoyed a
strong run recently, we expect the momentum to continue
through to the year end as the company continues to unveil
new products and enjoy market share gains for its PCs and
strong iPod sales over the seasonally stronger months. We
believe that concerns regarding the ongoing investigation into
option irregularities will continue to be offset by Apple’s
introduction of new innovative products which will drive
revenue growth.

e  High growth: Our current 12 month price target of $80 is based
on 26.5x 2007 eps of $3. While this would represent a
significant premium to sector average of 15x, this would appear
justified given Apple's superior earnings growth over its peers
(30% vs sector average of 15%) : BUY

Business Press

e Tesco uses its noodle to woo Chinese (FT)
e  Buy-backs boom (FT)

e  HBOS buys Carlton stake (FT)

Investment Press

e Investment banks/mortgage lenders: Getting the wrapping right
can only get you so far. That, roughly, is the rationale for the
continuing rush of investment banks to scoop up mortgage lend-
ers.
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