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Daily Market Comment

Yesterday’s Summary : All gains recovered from Friday’s day trading were lost yesterday as the ISEQ finished down 0.75% at
6,489.29. More weakness from early trading in the US eliminated any hopes of a post-lunch recovery for the ISEQ as the finan-
cial services giant AIG said its portfolio has lost 4.9billion dollars, more than four times the 1.5 billion dollar loss that executives
had expected. Irish financials were at the heart of the declines in the ISEQ as AIB dropped 4% to €13.99, Irish Life & Permanent
fell by almost 3% to €10.09 and Anglo Irish Bank closed down by almost 2% to €9.47.Conversely, food stocks had a positive
day with Greencore gaining 5% to €4.20, following the reports that that Exista have bought an 8% stake in the company.
Overnight News : US indexes fought back against early market declines yesterday to finish higher on the day with the Dow
Jones , S&P and Nasdaq indexes gaining around a half per cent on the day. In Asia yesterday, stock markets were mixed with
Japan struggling as financials feared the state of credit markets. However, Hong Kong ended a three-session losing streak as
the Hang Seng finished up 1.4% to 22,921.67.In Tokyo, the Nikkei closed up 4.72points at 13.021.96.

Breaking News: Credit Suisse fourth-quarter net profits in the three months ended Dec.31 has dropped 72% , from CHF4.67bn
to CHF1.33bn. The Suisse bank says their net subprime exposure is CHF1.6bn, down from CHF3.9bn at the end of September.
The world’s largest insurer AIG has acknowledged its credit derivatives portfolio lost $4.88bn in gross market value in October
and November, more than four times the $1.15 billion executives had estimated in December. In addition, AIG have said this
writedown doesn'’t include the benefit of the contracts’ spread differential, which AIG estimates could cut as much as $3.276bn.
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“Financials suffer over AIG’s weakness”-AlG-(The Irish Times) provioence nowives | 6 ; ;

“lcon acquires Healthcare Discoveries™lcon-(Irish Examiner) mozrevoewnens sweos f I
“C&C sees Magners lose further market share in Britain”-C&C-(Irish Examiner) ! ]
“ECB moves to dampen hopes of early cut in the cost of borrowing”-(Irish Independent) ,
“Corporate action in the food giant fuels share price rise”-Greencore-(Irish Independent) ]

More Stake Building In Greencore

Greencore’s share price rose 5.5% yesterday as Icelandic conglomerate Exista, announced that they had accumulated an 8% in
the company. Exista is the investment vehicle of the Gudmundson brothers who have been heavily involved in private equity ven-
tures in the past, including Geest, the UK food company. Also tied in with Exista is Iranian entrepreneur Robert Tchenguiz with a
5% stake in the company, Mr. Tchenguiz is suspected of having accumulated an equivalent of an additional 10% stake in Green-
core through the use of derivatives. The argument for a takeover bid is strengthened by the 28% stake in Greencore held by prop-
erty developer Liam Carroll, who is widely believed to have his eye on Greencore’s considerable property portfolio, although he is
yet to make a statement regarding his intentions. There would appear to be a rationale for a joint takeover bid that splits the prop-
erty assets from the core food business, exposing the hidden value contained within the company’s property portfolio
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IONA Technologies

Fundamental view : Last Friday, IONA Technologies confirmed recent press speculation that it had

received an unsolicited preliminary expression of interest from a third party, which may or may not lead
to a formal offer to acquire all of the outstanding shares in the company. IONA pointed out in the press
release that the expression of interest is very preliminary and is subject to a number of conditions. Pos-
sible bidders for the group include Germany’s Software AG and US based Tibco. There has already
been a number of takeovers in the software sector over the last number of months including SAP’s pur-
Company =176} i1 =3 chase of Business Objects for $6.8bn announced in October. In November, IBM agreed to buy Can-
ada’s Cognos for $5bn, while last month Oracle agreed to purchase BEA Systems for $8.5bn. The aver-
The company delivers 298 EV/Revenue multiple paid in the three acquisitions was 4.2x. We would not expect IONA to be ac-
and supports standards- quired for a similar multiple given that its underlying business has been in decline, while the acquired
based middleware solu- Companies are much larger and are producing average revenue growth in excess of 10%. In relation to
tions, which are used by IONA, its underlying business has struggled due to its heavy reliance on financial service firms and high
organisations to make customer concentration a point that was emphasised by its recent fourth quarter results. On 24/01/2008,
their diverse software |ONA reported fourth quarter EPS that fell to $0.01 from $0.08 compared with the same period last
components work to- year. Revenue decreased by 21% to $18.1bn, which matched its already lowered revenue guidance.
gether. IONA’s products The company had said back in October that it expected to report fourth quarter revenue of $22m. De-
assist businesses in build- ferred revenue fell by 19% to $17.2m. IONA pointed out that the reason for the shortfall was due to
ing enterprise portals, weakness in its largest vertical market, financial services, which accounts for close to 30% of group
internet commerce sites, revenue. IONA also noted that due to this large condensed exposure it could see some further weak-
and an assortment of ness in 2008. On the positive side, IONA has more than $56m of cash on its balance sheet representing
large-scale  distributed close to 50% of the group’s market capitalisation. IONA has also announced that it plans to reduce its
applications. workforce by 12% aiming to cut $8m in annual expenses.

Next catalyst : We believe that a takeout price for IONA could potentially be in the range of $3.70-
$5.90, which would place the group on an EV/Revenue range of 1x—2x which is a discount to the three
mwrge deals mentioned above, however in line with some smaller software deals where the acquired
business has been in decline. Given that a potential takeover of IONA is purely a binary event we con-

Price Performance tinue to remain neutral on the stock until we see an improvement in the group’s underlying business
performance and if a bid were not to emerge we would see downside risks to the group’s current share
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& EVEA 29% Bloomberg IONA US P/E(x) 21.33 24 .62 26.67
Sector Software
CEO Peter Zotto
0 Adia 16% CFO Christopher Mirabile
Website www.iona.com
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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 is a Member Firm of the London Stock Exchange, and is authorised by the Financial Regulator under the Investment Intermedi-
aries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The London Stock Exchange, and is authorised by the Fi-
nancial Regulator under the Stock Exchange Act 1995.

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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