DOLMEN DAILY

h 1 5 2m7 Contact Details: Email : research@dsl.ie Tel : +353 1 633 3800

Marc , info@dsLie Fax : +353 1 677 4708
EQUITIES Close Change % +1- P/E 07 YTD | CURRENCIES & RATES Euro Dollar Stg Yen
ISEQ 9061 i -381 -4.04% 1.0 -3.69% | Euro 1.0000 1.3213 0.6835  154.9900
FTSE 100 6001 ret 2.61% 124 339% 0 b lar 1.3213 1.0000 19326 117.2900
DAX 30 6448 wL -176 -2.66% 15.0 -2.26% .

bow 21331 57 0. 48% ‘o5 5 65y | Sterting 0.6835 1.9326 1.0000  226.6800
NASDAQ 23121 21 0.90% 15.6 -1.80% | Interest Rates (%) 3.5000 5.2500 5.2500 0.4800
S&P 1387 T 9 0.67% 21.0 -2.19% | Oil (Nymex) 58.1600

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

IAWS Smurfit Kappa

Aer Lingus

Bank of Ireland

Breaking News

Morrison unveils a six-fold rise in profit

Morrison unveiled a six-fold rise in profit and a £450m makeover
today as it looks to extend its recovery from a tough two years
following its purchase of Safeway. The firm said it was in talks to
create a property partnership for around 25 of its stores and that
this could be the first step to extracting more value from its
properties. Morrison said it made a profit before tax and property
gains of £331m in the year to February 4, up from £54m the year
before. However, it said its new financial year had started slowly,
with like-for-like sales excluding fuel up 3.4%, compared with a 5.2%
rise in the year to February 4.

Prudential's operating profit is up 15%

Prudential announced today that FY operating profit rose 15% and
that new business profit had exceeded £1bn for the first time. The
company also said it had entered an agreement for the transfer of
£1.8bn of with-profits annuity policies from Equitable Life Assurance
Society. Operating profit rose to £1.97bn, up from £1.7bn in 2005.
The group delivered record annual premium equivalent sales of
£2.47bn, up from £2.1bn the previous year. Prudential's UK business
is struggling outside the annuities area. Some analysts have said that
the company has failed to cope with the twin demise of direct sales-
force distribution and with-profits products and that its non-annuity
business is unprofitable and lacks scale.

Horizon reports a 9% rise in pre tax profits to €6.05m
Horizon Technology unveiled a 20.7% rise in its full-year EBITDA to
€10.02m and said that it is ‘'well-placed' to deliver continued growth
going forward. The company reported a pretax profit for the year-
to-December of €6.05m, up from €5.51m last year. Its revenues rose
46.9% to €257.90m on a mix of strong organic growth in UK and
growth from bolt-on acquisitions. The company said more than 75%
of its revenue now came from the UK and this was likely to increase.
It also added would be looking at the IT markets in Ireland and the
UK for bolt-on acquisitions and that it expects the business IT
infrastructure market would continue to grow by single-digit
percentages.

Smurfit Kappa (€16.50) Debt & new capacity risks Stuart Draper

e |PO priced : Smurfit Kappa this week priced its IPO at €16.50
per share, raising €1.3 bn from the issue of 78.9m new shares.
This level is slightly above the midpoint of the previously
indicated price range of €14 to €18. Once the group’s pension
deficit is included, this values the shares at a 2007 EV/EBITDA
multiple of 7x, which is line with the group’s European peers,
such as SCA of Sweden (currently trading at 6.9x), with the
current median multiple for the European paper and packaging
sector being 6.6x.

e |PO background : Smurfit Kappa was formed in 2005 through
the merger of Jefferson Smurfit and Kappa Packaging.
Jefferson Smurfit was originally taken private in September
2002 by Madison Dearborn Partners (MDP). It is currently owned
by MDP, Cinven, CVC and management. The group is a leader in
paper-based packaging, with packaging accounting for c.86% of
2006 group revenues.

e Massive debt : At a share price of €16.50, the group has a
market cap of €3.4 bn. However, even after taking account of
the IPO proceeds of €1.3 bn, Smurfit still has net debt of c.€3.7
bn. Also, with the existing Smurfit shareholders subject to a
180 day lock-up, there is the risk that this lock-up could act as
a medium term overhang for the share price.

e New capacity : Another threat is that two large paper mills are
set to commission in Europe in 2009, and in past cycles, pricing
has tended to weaken in anticipation of this new capacity. The
initial ISEQ weighting of 3% will also be reduced slightly in line
with the ISEQ re-weighting of 18th June. Historically, the paper
and packaging sector has tended to deliver very poor returns on
capital for investors. Admission and unconditional dealings in
the shares are expected to commence on 20th March.

e Fairly valued : Given the group’s massive net debt, it is
difficult to justify any premium to the sector average, and
given the new capacity set to commission over the next two
years, it is difficult to justify any further significant upside for
sector average multiples. As a result, with the shares currently
rated at a 2007 EV/EBITDA multiple of 7x, our view is that the
shares are quite fairly valued at current levels, and following
the sell off of recent weeks, we would see greater upside
potential elsewhere for similar risk : NEUTRAL.
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ISEQ drops 4% as fears on US grow (ll)

It is a racing certainty the bookies are on a winner (ll)

US debt wipes €4.8bn off ISEQ (IE)

US lawmaker gives online gaming hope of repealing ban (FT)

Investment Press

e Subprime contagion: The market is in the grip of an attack of
nerves over the meltdown in US subprime mortgages. The fear
is the knock-on effect into other areas of the economy and
capital markets.
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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.
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