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FRIDAY 4th JANUARY 2008 

Yesterday’s Summary : The ISEQ finished 3.71% lower at 4,401.01 amid a weaker than expected UK unemployment report and 
the Bank of England’s guidance that UK inflation may hit 5% before beginning to slow. The financials all had a poor performance 
as Bank of Ireland dropped 6.2% to €5.72, AIB shed 3.7% to €8.53 and Anglo Irish Bank, despite a relatively positive interim man-
agement statement,  shed 2.8% €5.85. Conversely, food stocks had positive day with Kerry Group gaining 2.9% to €19.85, Glan-
bia adding 3% to €4.07 and IAWS advancing 1% to €16. CRH reversing some of its recent gains, fell 5% to €17.93.   
Overnight News: US stocks fell Wednesday as worries about financial companies persisted, oil prices rebounded and the gov-
ernment reported a drop in retail sales. The Dow Jones declined 0.9% to 11,532.96, the Standard’s & Poor 500 index lost 0.3% to 
1,285.83, while the tech-focused Nasdaq composite index fell or 0.1%, to 2,428.62. Bank of America closed 7.3% lower at $28.86.  
Breaking News : British Land have reported a 10% decline in net asset value for the first quarter ended June 30 to 1212p, citing 
weak financial markets and the economic slowdown. Underlying earnings per share rose 8% on the quarter to 14p boosting the 
quarterly dividend to 9.38p per share, a 7% increase from their previous quarter. Sales were contracted totaling £669m, including 
the £400m sale of the Willis Building in London. Bellway, the UK house builder, has said it completed the sale of 6.556 homes in 
the 12 months to July 31, after 7,638 homes a year earlier. The average selling price of these homes fell from £173,300 to about 
£169,000, primarily as 20% of the completions were to housing associations, which typically pay less. The European Union’s sta-
tistics office has said that the euro zone economy shrank by 0.2% quarter on quarter in the April-June period.   

News                                                                                         ISEQ Performers/Losers    13/08/08 
 
“Anglo Irish shares fall nearly 3% despite growth”-Anglo Irish Bank-(Irish Times) 
“Royal Bank of Scotland has setback in selling business”-(The Irish Times) 
“Bank of England forecasts economic stagnation and falling inflation”-(I.T) 
“Downbeat forecast knocks 7% off Kingspan shares”-(Irish Independent) 
“HBOS to axe 425 jobs and halt new mortgages at TMB division”-(F.T) 

 Market Themes and Movers 
 
 
 
Oil back above $117: Oil jumped $3 yesterday, closing at $116, following a bullish inventory figure, and is trading just above the 
$117 this morning. Crude Inventories decreased on the week by 316,000 barrels versus an expected build of 300,000 barrels. 
Gasoline continued its trend of declining inventories with draws of 6.4 million barrels against an expected draw of 2.2 million bar-
rels. Additional bullish factors weighing on energy markets have been an increase in the risk premium following the Russian/
Georgian hostilities. Although the market initially ignored the conflict, there is concern that Russia may become increasingly ag-
gressive towards its neighbors. Also Iran’s OPEC governor has suggested that the recent downtrend suggests the market is over-
supplied and production should be reduced. Overall it may just be a case of profit taking, oil prices have dropped very sharply in a 
short period of time, and if oil were to continue downwards a pullback would not be unusual. 
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DAILY COMPANY NOTE  14/08/08 

 Anglo Irish Bank 

Oliver Gilvarry    Buy 
     
Target  €7.60 

Previous (07/05/08) €12 

Current  €5.89 

ISEQ 

Company Profile 
The Group's principal 
activity is providing bank-
ing services. The Group's 
three core areas are Busi-
ness Lending, Treasury 
and Wealth Management. 
Business lending focuses 
on lending primarily to 
proven operators on 
transactions that are sup-
ported by secure cash 
flows and strong collat-
eral. Products and ser-
vices include corporate 
lending, commercial mort-
gages and asset finance. 

Statistics 

Fundamental View: Anglo Irish Bank released a management statement relating to the second half of their financial 
year prior to their year end on the 30th of September. Management re-stated their guidance for a 15% growth in EPS 
to €1.51 for 2008 with loan growth of 15% for the year and net interest margin to remain stable year on year. On asset 
quality the level of impairments for 2008 will be between 13 & 18bps compared to 10bps for the first half of the year 
and 11bps for the previous full year. A large amount of concern has been raised over the level of exposure to property 
with 87% of the portfolio weighted towards construction and property compared to 37% and 26% for AIB and BOI 
respectively. The statement highlighted the strengths of the client base due to their experienced and well capitalised 
clients plus the secured nature of the lending. On the Commercial book (~25% of the loan book) management have 
seen no significant increase in impaired loans. Similar to other Irish Banks, the residential development portfolio (~7% 
of the loan book) represents “the principal risk to future impairment” and Anglo is monitoring the portfolio carefully.  

Funding for Anglo is strong with 62% of the loan book funded by customer deposits and the bank has accessed capi-
tal markets for longer term funding during the year. On capital ratios, core tier 1 should be just under 6% at Sept 30th 
2008 and management guided the figure will be in excess of 6.5% in the next period without recourse to any extra 
capital raising. Management have also guided that retained earnings this year will be circa €1Bn and this will add 
roughly €1 to Tangible Net Asset Value per share (tNAV) resulting in a tNAV of €6.30 for FY2008.    

Next catalyst: While management stated that lending quality remains robust, the level of impairments have increased 
from the 10bps to March of this year to an expected range of between 13 to 18bps for the full year. At the higher end 
of this range, it is almost double the half year figure indicating credit quality is deteriorating as the year progresses. On 
funding, Anglo has circa €5.8Bn or 17% of wholesale funding maturing in 2009. This will be replaced at higher levels 
than previously obtained the management  stated the cost of deposits has increased due to increased competition. 
Added to this, loan growth of 15% in 2008 will not be repeated in 2009; with management stating it will restrict new 
lending and will focus on management of asset quality and growing the capital base. With loan growth in 08/09 of circa 
5% at most, the higher input costs from more expensive deposit and wholesale funding will reduce net interest margin 
as the level of newer loans coming onto the book at higher margins will be limited.  

It is still difficult to obtain a view on where impairments will go in 2009 and 2010, but I believe Anglo is in a strong 
position to weather the effects. The cost:income ratio of 19% plus the large percentage of funding sourced from cus-
tomer deposits are strengths for Anglo. Added to this is the secured nature of Anglo’s lending with their policy of task-
ing first legal charges on loan plus cross security taken on other assets. 

Due to the poor visibility on earnings looking forward, as with other Irish banks I am using multiples to tNAV. In the 
case of Anglo despite the lack of diversification in their portfolio and exposure to retail and commercial property in the 
book I use a multiple of 1.2x. The strong management, the low cost base and strong capital base justifies such as 
multiple. Using the estimated tNAV at Sept 08 of €6.30, this will give a 12-month price target of €7.60.        

 

Price Performance 

 

Revenue by Division 

Bank 

Stock recently bounced off its short term uptrend. Expect to see fur-
ther positive price action with the stock likely to test trendline support 
at 7.44. A break of this level would suggest a rally to key medium 
term resistance at 9.78.  

Chart view: Anglo Irish Bank  
Primary Support: 4.91 
Secondary Support: 3.90 
Primary Resistance: 7.02 
Secondary Resistance: 9.78 
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Major Shareholders % Peer Group Multiples.
Invesco 7.01% Company name P/E 08 P/E 09 EPS Growth 08-09
AIM Trimark Invt. 3.74% Anglo Irish Bank 3.9 4.7 -16.56%
Janus Capital Mgt. 3.29% AIB 3.6 4.3 -15.06%
Schroder Invt. Mgt. 1.85% Bank of Ireland 4.8 3.9 23.08%
Fidelity Mgt. & Research 1.62%
  
Shares Outstanding 760.12m     

Share Data Financial Data 2007 2008e 2009e
Current Price (€) 5.89 PBT (€m) 1,243 1,441 1,419
Mkt Cap (€m) 5,192 EPS (€) 1.34 1.51 1.26
Reuters ANGL.I P/E(x) 9.70 3.90 4.67
Bloomberg ANGL ID DPS (€) 0.19 0.23 0.19
Sector Bank Dividend Yield 1.46% 3.90% 3.23%
CEO David Drumm     
Chairman Seán Fitzpatrick    
Website www.angloirishbank.com



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 Limited is regulated by the Financial Regulator. Dolmen Securities Limited is a member firm of the London Stock Exchange. 
Dolmen Stockbrokers is regulated by the Financial Regulator. Dolmen Stockbrokers Limited is a member firm of the Irish Stock Exchange and the 
London Stock Exchange. 
 
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. 


