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

Ladbrokes ICI ICI (E5.37) Risk / reward attractive Stuart Draper

ICG e Net cash : This week, S&P revised its outlook on UK based

Breaking News

United Drug purchases Belgian pharmaceutical packaging division
United Drug has purchased the pharmaceutical and healthcare
packaging division of Belgium’s Budelpack Group for an undisclosed
sum. Budelpack Hamont packages drugs for a number of
international manufacturers in Europe and employs about 140
people. The purchase is United Drug’s first move into continental
Europe as part of its strategy to develop an international business.
United Drug’s CEO, Liam Fitzgerald, said at the end of February that
the company has about €150m to spend on acquisitions.

Hiestand reports a 15% rise in full year 2006 net profit
Hiestand Holding in which IAWS holds a 32% stake reported a full-
year rise in net profit of 15% to CHF36.7m, helped by sharply higher
revenue of CHF516.1bn, mainly due to strong growth throughout
Europe. The company proposed a CHF18-a-share dividend, up from
CHF15 a year earlier. Hiestand maintained its goal of generating
revenue of CHF1bn by 2010.

Consortium yet to begin due diligence on ICG

Irish Continental Group said that the consortium of One51 and the
Doyle Group who are considering a bid for the company have yet to
begin due diligence. The consortium said on April 4" that they may
make an offer of at least EUR20 per share, which would top the
€18.50 per share bid by Irish Continental’s management, through its
bidding vehicle, Aella. The independent directors of ICG said they
continue to be available to engage with the One51 consortium, but
at present the Aella offer was the only one they have received.

Imperial Chemical Industries (ICl) from stable to positive,
following a significant improvement in the group’s balance
sheet. This improvement follows net disposal proceeds of c.
£1.5 bn over the past 6 months, which has helped the group’s
pension deficit to halve over the past 2 years, leaving it on
course for a net cash position of c.£350m as at 31/12/07.
Strengthened operations : ICl is the largest paint producer in
the UK, owning brands such as Dulux and Glidden. It also holds
top 3 market positions in key countries in Europe, North
America and Asia. Asia Pacific already accounts for c.27% of the
group’s full year sales of £5.9 bn, with these emerging markets
generating the strongest sales growth globally for both paints
and adhesives. The group’s operating profit is split c.51%
paints, 49% adhesives, with significant operating profit
contributions from specialty starch, specialty polymers and
electronic materials being included with the adhesives
grouping. According to S&P, “cash flow generation is expected
to pick up over the next few years, owing to strengthened
business operations, expected cost savings from restructurings
and a decline in legacy costs from past divestment activities”.
Earnings growth : As a result, the group’s EBITDA is forecast to
grow by c.8% per annum from £660m for 2007 to £710m for
2008 to £770m for 2009. By comparison with peers, an EV/
EBITDA multiple of 9x appears reasonable on a stand-alone
basis for ICl. Based on 2007 EBITDA of £660m and year end net
cash of £350m, this generates a fair value of £5.26 for each of
the 1,195.06m shares currently in issue. When combined with a
current year dividend yield of c.1.7%, this limits the downside
risk for investors from current levels in the event that a
takeover approach for ICI fails to take place in 2007.

Takeover potential : However, following receipt of the c.£1 bn
of sale proceeds from the Quest disposal, ICI will move into a
net cash position of c.£350m by year end 2007. This gives the
takeover speculation contained in last week’s Financial Times
an above average probability of taking place, as does the fact
that one of the rumoured bidders, Akzo Nobel, recently sold its
Organon pharmaceutical business to Schering-Plough for €11
bn. If this €11 bn were spent acquiring ICl, it would facilitate a
takeover offer at £6.26 per share, which would value ICI at an
EV/EBITDA multiple of 10.8x, a 20% premium to the stand-alone
fair value multiple of 9x stated above : BUY.

Business Press

e Providence placing raises almost €26m (ll)

o Broker confidence helps Xstrata break ahead of the mining pack
(FT)
Ryanair planning low-cost service to US cities (IT)

e Irish-listed firm gets US approval for drug trial (IT)

Investment Press

e  Sainsbury survives: It says something about the febrile condi-
tion of the UK stock market that, as the private equity bid for
Sainsbury collapsed, shares in Marks and Spencer rose.
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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
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 In-
vestment Intermediaries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The London Stock Ex-
change, 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/ deriva-
tives) 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 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.

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.

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.



