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 DAILY COMPANY NOTE - Bank of Ireland See page 2 for full details 

Yesterday’s Summary :  DCC was the main talking point with the Supreme Court ordering it to pay all the costs of the case 
taken against it by Fyffes. The legal costs are expected to be around €15m. The case will now go back to the High Court to de-
termine what compensation is due to Fyffes for the consequences of the unlawful dealing by DCC. DCC recently put aside 
€50m to cover the costs of compensation.  
Overnight News :  Stock markets across Asia rallied last night buoyed by Wall Street's bounce overnight after reassuring news 
from Goldman Sachs and Wal-Mart Stores eased concerns about the credit crisis and the economy.  
Breaking News : Land Securities reported it plans to demerge into three separately quoted companies which will reflect its 
three main business streams. The group also revealed that its interim pretax profit fell to £375.2m from £1.2bn previously, while 
adjusted NAV per share increased 2.55% to £22.36. Sainsbury’s announced a 27% jump in H1 profits and said it had formed a 
joint venture to develop its property potential. Underlying pretax profit of £240m was up from £189m at the same stage last year. 

 Paper Headlines 
“Vodafone set for expansion with €80m Perlico deal “ - Vodafone - (Irish Independent) 
“Rock faces years of debt “- Northern Rock - (Financial Times) 
“Northern Foods’ appetite returns “- Northern Foods - (Financial Times) 
“Wal-Mart lifted by improved US stores “- Wal-Mart - (Financial Times) 

 Market Themes and Movers 
Inflation risks lingering in the US : Federal Reserve Bank of Dallas President Richard Fisher commented yesterday that while 
the Fed remains ‘ready to act if needed’ in response to credit markets, the economy will probably keep growing and inflation risks 
are rising. Recall that Fed Chairman Ben Bernanke said last week that inflation and growth risks are ‘roughly’ balanced. Today will 
be key for the interest rate outlook with Producer Price inflation data due for October in the US with analysts expecting a rise of 
0.3%. The equity market will be hoping for a more benign number to materialise if the Fed is to reduce interest rates again when 
in meets in December. The market is currently expecting a further 25 basis point interest rate cut from the Fed this year.   
 
Oil snaps two day losing streak : Crude oil was 1% higher this morning at $92 a barrel after falling 6% over the previous two 
days of trading. US crude oil supplies have fallen by 10 million barrels in the three weeks ending November 2 and expectations 
are that inventories probably fell a further 750,000 barrels last week ahead of tomorrow’s weekly inventory report from the US 
Energy Department. Meanwhile, OPEC said yesterday that it is ‘not happy’ with the current high oil price. OPEC is due to discuss 
Oil production quotas when in meets in Abu Dubai on December 5.  
 
European economic growth remains resilient : Economic growth in Europe for the third quarter increased by more than econo-
mists had expected as corporate investment rebounded from a decline in the pervious three months. GDP growth rose by 0.7% 
from the second quarter beating economist expectations of 0.6% and representing year on year growth of 2.6%. 

Irelands central bank governor John Hurley announced this morning that Irish banks have no significant exposure to the US sub-
prime and that Irish banks had one of the lowest rates of non-performing loans in the EU. His comments failed to give the sector a 
lift with all the banks trading down over 4% this morning on the back of BoI’s results. 
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DAILY COMPANY NOTE 

Bank of Ireland  

Stuart Draper      BUY 
Target (issued 14/11/07)         €14 

Previous (issued 16/11/06)  €17.50 
Current                    €9.95      

ISEQ 

Financial 

Company Profile 
Bank of Ireland provides a 
range of banking, life insur-
ance and other financial ser-
vices to customers in Ireland 
& UK. Services include 
branch banking, personal and 
business loans, loan insur-
ance, mortgages, foreign 
exchange, correspondent 
banking and credit cards.  

Statistics 

 
Results announced : This morning, Bank of Ireland (BOI) announced its results for the 6 
months ended 30/09/07. Profit before tax and earnings per share of €951m and 80.1c re-
spectively were largely in line with consensus forecasts of €960m and 80c, and were year 
on year increases of 12% and 10%, driven by customer loan growth of 14%, offset by 
0.04% margin erosion and a 0.03% increase in the bad debts charge. The H1 dividend was 
increased by 15% to 24.2c, going ex next Wednesday, 21st November. 
Guidance lowered : The current year earnings guidance was lowered from “low double 
digit” to “high single digit” as a result of the expectation that the higher group funding costs 
and lower Irish economic growth of recent months will continue for the remainder of the 
group’s financial year. This would reduce our current year eps forecast by 3% from €1.60 
to €1.55. The group’s current expectation is that a more normal funding environment will 
return by the time of its full year results’ announcement in May 2008, at which stage clearer  
guidance is likely to be issued in relation to forward earnings. 
Margin stabilising : The group’s underlying net interest margin only fell by 0.04% year on 
year to 1.64%, as a 0.02% liability spread benefit offset 0.04% margin erosion from compe-
tition and 0.02% margin erosion from stronger loan than deposit growth. Even though it 
was stated that further margin erosion of 0.03% (c.€50m profit before tax impact) could be 
expected if current credit market conditions still persisted then, the margin erosion from 
competition and stronger loan than deposit growth will be lower in such circumstances. 
Credit quality : Even though the bad debts charge increased by 0.03% to 0.12%, this is 
still below the group’s average over the last 5 years of 0.13%, and very strong by interna-
tional and historic standards. It was confirmed that the bank has an indirect exposure of 
only c.€10m to US sub prime mortgages and an immaterial SIV exposure also. The €400m 
of Tier 1 capital recently raised helped increase the bank’s Tier 1 ratio to 8% and its equity 
Tier 1 ratio to 5.3%, with the cost income ratio improving by 2% year on year to 51%.   
Major upside : BOI's current funding position remains strong, with c.80% of its customer 
loans funded by customer deposits and term funding with a maturity profile of greater than 
one year. It has continued to maintain a ‘significant’ liquidity buffer over and above regula-
tory requirements through the recent market volatility. Our new 12 month price target of 
€14 (40% upside) takes account of this morning’s lower earnings growth guidance and is 
based on 9x current year eps of €1.55. The shares will also pay a dividend yield of c.6.8% 
for waiting for this upside to be achieved.   
 

Price Performance 

 

Profit by Region 
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UK 31%

RoW 10%

€8.00
€10.00
€12.00
€14.00
€16.00
€18.00
€20.00
€22.00

15/11/2006

11/05/2007

29/10/2007

Major Shareholders % Peer Group Multiples.
BoI Asset Mgt 4.95% Company name P/E 07 P/E 08 EPS Growth 07-08
Harris Associates 3.05% Bank of Ireland 6.4 6.2 3.22%
Capital research 3.01% Allied Irish Bank 7.49 6.98 7.28%
UBS Global Asset Mg 1.57% Anglo Irish Bank 8.1 7.0 15.50%

Shares Outstanding 990.69m

Share Data Financial Data 2006a 2007e 2008e
Current Price (€) 9.95 Revenue (€m) 3,495 4,206 4,607
Mkt Cap (€m) 9,857 PBT (€m) 1,700 1,914 2,087
Reuters BKIR.I EPS (€) 1.47 1.55 1.60
Bloomberg BKIR ID P/E(x) 6.8 6.4 6.2
Sector Financials DPS(€) 0.60 0.68 0.75
CEO Brian Goggin Yield 6.07% 6.83% 7.58%
Chairman John O'Donovan     
Website www.bankofireland.ie     



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, Carl Bourke and Stephen 
Taylor are responsible for the production of this report. Stuart Draper is Head of Research and Carl Bourke & 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. 


