
 Market View      Analyst : Stephen Taylor 

European equity markets are slightly lower this morning giving back some of yesterday’s strong gains 
following better than expected results from JPMorgan and German chemical maker BASF. It indicated that 
earnings for the third quarter would be ahead of expectations driven by strong demand from China. Third 
quarter earnings season are continuing to surprise to the upside with companies becoming more optimistic 
about the economic outlook. The bar however has been placed even higher for companies that are due to 
report over the coming month and they must continue to beat expectations for equity markets to continue 
their strong run. Focus will again be on economic data and corporate earnings today. On the economic 
front CPI data out of both the Euro-Zone and US will be closely watched. More importantly however will be 
jobless claims figures in the US, in addition to manufacturing data in the form of Empire State and Philadel-
phia manufacturing figures. On the corporate front both Goldman Sachs and Citigroup are due to report 
third quarter earnings before the US market opens. The main focus for Goldman will be on its trading and 
investment banking arm, while the market will be paying close attention to losses at Citigroup’s consumer 
related divisions. In Europe Nokia is due to report at 11am. The main focus will be on the group’s average 
selling price that has been in decline due to increased competition from Apple and Research in Motion at 
the higher end of the market. As a result Nokia has continued to increase its exposure to lower end hand-
sets as it has increased its exposure to emerging markets.   
 
 
JP Morgan : Buy Current Price: ($45.66) Price Target:($53.00)  Analyst : Oliver Gilvarry 
 
 

 
JPM reported much stronger results than expected yesterday with EPS for Q3 coming in at 82c versus 
consensus estimates of 51c. The beat on estimates was driven by the third straight quarter of fixed income 
revenues of $5bn. The results also included circa $900m of gains related to investment portfolios. Credit 
cost expectations for prime and sub prime mortgages were unchanged, but credit card losses are ex-
pected to increase to 11% in Q1 of next year. Management have stated they are seeing some signs of 
consumer credit stabilisation, but they remain cautious on whether this trend will continue. They believe 
they will remain elevated for the foreseeable future in consumer lending and credit cards. On capital tier 1 
common equity increased from 7.7% in Q2 to 8.2% in this quarter, which was stronger than expected. JPM 
still retains one of the strongest capital positions of any of its peers. CEO of JPM, Jamie Dimon, did state 
in the conference call that when they are confident the economy will not have another leg down, the bank 
will look to increase its dividend payout from the current 20c to a range of 75c to $1. From that point the 
payout will move to 30-40% of earnings. Following yesterdays strong results we remain positive on JPM 
and it is our preferred US bank. Later today Goldman Sachs reports Q3 earnings at 12.30 Irish time and 
Citigroup reports at 1.00.  
 
 
 
 

Nama Update: Business Plan Released                                            Analyst : Oliver Gilvarry 
 
 
 
 

 
Last night the NAMA bill passed the second stage in the Dáil and the Minister for Finance also released 
the draft NAMA business plan. The plan includes an estimate of how much NAMA will make on the loans 
transferred over a 10-year period. Based on cashflow protections, the agency will make a positive cashflow 
of �5.48bn and this equals �4.8bn in today’s money. The cashflow is based on the assumption that 20%, 
or �15bn of the loans transferred to NAMA will default, with a recovery of �4bn on those loans. On the 
transfer of loans, 78% of the book value of the loans will be transferred by April of next year, with all loans 
fully transferred by July next. On staffing, the agency will only have a maximum core staff of 75 people with 
the primary servicing of loans to be outsourced to the participating institutions. These institutions will have 
to establish a segregated unit to manage NAMA loans with access to the NAMA database limited to those 
staff and NAMA officials. Major credit decisions will be taken by the NAMA Credit Committee and credit 
managers. Decisions on the largest 150 borrowers will be taken solely by NAMA, but for other borrower’s 
routine credit decisions will be taken “on the basis of delegated authority from NAMA to the various institu-
tions.” The details in the Business Plan are not vastly different than what has been discussed previously in 
the market. The positive for the Irish banks is that the bill has passed the second stage and will be in force 
within the next number of weeks, decreasing the uncertainty over the Irish banking system. This could also 
allow certain banks look to the market for fresh capital before Christmas.  
 
 

Paddy Power :Under Review         Current Price:(�21.70)            Analyst :Edward Keeling 
 
 
 
 

PartyGaming released its Q3 trading update this morning and the online gaming group reported third quar-
ter revenue of $112.7m, down from $117.7m last year and slightly behind consensus estimates. Poker 
revenue continued its downward trend, posting a 30% decline on last year to $45.1m. Its casino division 
continues to go from strength to strength posting revenue of $49.2m, while reflecting unfavourable sporting 
results, its sportsbook revenue fell 18% year on year. The group reiterated its guidance for full year 
EBITDA margins of 31% and has said that Q4 has started strongly. Overall it is confident about its full year 
outlook. We remain very positive on the future prospects for Paddy Power. Its entry into the Australian 
market has provided the group with very attractive growth opportunities and with a very healthy net cash 
position of c.�65m, it will surely be eyeing up any other potential acquisition opportunities.  In addition, it is 
rolling out further expansion into the UK retail market on favourable terms as competitors continue to scale 
back. However considering the run the shares have had up to our price target, we are placing the group 
under review and will issue a full company note over the coming weeks.  
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C&C: Neutral                           Current Price: (�2.70)                 Analyst : David Dunk 
 
 

 
In a trading update for the first six months of the year, SABMiller has said that underlying sales volumes 
declined by 1% over the period. The London based brewer indicated that its financial performance was in 
line with expectations, with price increases helping to offset some of the decline in demand for its products. 
Strong performances from both its Asia and Africa operations were offset by weak volumes in Europe and 
Latin America. In other news, Belgian brewer Anheuser-Busch InBev has announced that it will sell its 
Central European operations for $2.2bn to CVC capital partners. AB InBev has been selling assets to pay 
down the $45bn in debt it took on to buy Anheuser-Busch last year  
 
 
 

 
 
 
 
 
 
 



• Following the announcement of the details surrounding NAMA a 
month ago, both AIB and BOI have issued senior unsecured debt with 
maturities outside the Government guarantee period.  

• In the case of AIB, the bank issued a 3-year bond maturing on the 1st 
of October 2012. The bond is paying a coupon of 4.50% and is cur-
rently trading at �100.25 with a yield of 4.40%.  

• The BOI issuance was for 3.5 years and matures on the 8th of April 
2013 and pays an annual coupon of 4.625%. The bond is currently 
trading at �100.65 and yields 4.40%.  

• Both of these bonds are senior unsecured debt and in credit terms,  
rank the same as deposits. Both deposits and senior unsecured debt 
rank the same in the capital structure of a bank, at the top of the capi-
tal structure. This can be seen in the diagram to the right.  

• The ability of the banks to issue such debt without a guarantee was  
facilitated by the terms applied in transferring loans into NAMA and 
the breakdown of the loans moving into the agency. AIB will move 
�24bn of assets into NAMA and BOI will move �16bn. As a percent-
age of their land and development loan books, BOI and AIB are mov-
ing 84% and 72% respectively.  

• Following the release of the NAMA details, both AIB and BOI released 
Interim Management Statements (IMS). AIB’s statement announced it 
will aim to raise �2bn of capital over the next 12-18 months from 
sources such as the equity market, strategic investors or asset sales/
business disposals. Sale of M&T would raise circa �500m with a sale 
of its Polish assets generating �1bn in new capital, still leaving a  
shortfall in capital.  

• BOI’s statement provided an up-date on trading conditions with the 
group noting that conditions are still difficult. Underlying operating 
profit for the first six months of this year was guided to be lower year 
on year. It increased its impairment guidance from �6bn over the cy-
cle to �7bn. The increase in guidance is mainly due to land and devel-
opment loans, but issues are starting to appear on the SME and Cor-
porate loans books.  

• BOI have also stated it aims to reduce its reliance on ECB and BOE 
funding from �17bn to �10bn by the end of September. Highlighting 
Bank of Ireland’s ability to attract deposits and wholesale funding.  

• On capital the group is aiming for an equity tier 1 of between 5-6% 
over the current cycle. Management implied on its conference call that 
accessing equity markets was unlikely until NAMA was fully in place. 
The timeline for this is roughly the end of October to early November.  

• In our opinion both AIB and BOI will look to raise ordinary equity in the 
short term to increase capital ratios to help absorb the losses from the 
removal of loans into NAMA and the credit losses from the residual 
loan books.  

• The support provided by the Government to both banks and the likely 
equity raises are both credit positive for AIB and BOI.  

• Of the two banks our preference in credit terms is BOI. Its higher qual-
ity loan book and the higher percentage of land and development 
loans that will be transferred into NAMA compared to AIB is another 
positive.  

• Despite the difference in both banks in credit terms, the difference in 
yields  does compensate for the extra risk and we have a BUY rating 
on both bonds.   

• With NAMA removing problem loans from Irish banks balance sheets 
and providing them with a large amount of liquidity through NAMA 
bonds, we expect interest rates paid on deposits to fall over the next 
number of months. The attractive returns offered on both of these 
bonds offers a way for investors to lock in attractive yields in a low 
interest rate environment.  
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BOI  5 Year CDS spreads 

Equity Tier 1    Reserves

Ordinary Shares

Core Tier 1       Non-Cumulative 
Perps

Upper Tier 2      Cumulative 
Perps

Lower Tier 2      Long-Term 
Sub Debt

Senior Debt      Term Debt   
Deposits

Closer to Debt

Closer to Equity

AIB  5 Year CDS spreads 



Market Movers 

Date Company Region Event Date Event Region Estimate

15/10/2009 Nokia Oyj FI Q3 15/10/2009 ECB Publishes Oct. Monthly Report EC - -
15/10/2009 Carrefour SA FR Q3 SALES 15/10/2009 Euro-Zone CPI (MoM) EC 0.10%
15/10/2009 Iberia Lineas Aereas de Espana SAES TRAFFIC 15/10/2009 Consumer Price Index (MoM) US 0.20%
15/10/2009 Roche Holding AG CH Q3 SALES 15/10/2009 Initial Jobless Claims US 525K
15/10/2009 Ashmore Group Ltd GB TRADE 15/10/2009 Empire Manufacturing US 18
15/10/2009 Mothercare PLC GB Q2 TRADE 15/10/2009 Philadelphia Fed. US 12
19/10/2009 St Ives PLC GB PRELIM 16/10/2009 Euro-Zone Trade Balance EC - -
19/10/2009 L'Oreal SA FR S/HOLDERS 19/10/2009 Rightmove House Prices (MoM) UK - -
19/10/2009 BB&T Corporation US Q3 19/10/2009 Construction Output SA MoM EC - -
19/10/2009 Hasbro, Inc. US Q3 19/10/2009 NAHB Housing Market Index US - -
19/10/2009 Texas Instruments US Q3 20/10/2009 Producer Prices (MoM) GE - -
19/10/2009 Zions Bancorp US Q3 20/10/2009 Producer Prices (YoY) GE - -
19/10/2009 Apple Inc. US Q4 20/10/2009 Public Sector Net Borrowing UK - -
20/10/2009 Total SA FR S/HOLDERS 20/10/2009 M4 Money Supply (MoM) UK - -
20/10/2009 BNY Mellon US Q3 20/10/2009 Producer Price Index (MoM) US -0.30%
20/10/2009 DuPont US Q3 20/10/2009 Housing Starts US 607K
20/10/2009 M&T Bank Corporation US Q3 20/10/2009 Building Permits US 590K
20/10/2009 Pfizer US Q3 20/10/2009 Bank of Canada Rate CA - -
20/10/2009 State Street Corporation US Q3 20/10/2009 ABC Consumer Confidence US - -
20/10/2009 The Coca-Cola Co. US Q3 21/10/2009 Bank of England Minutes UK - -
20/10/2009 UnitedHealth Group Inc. US Q3 21/10/2009 MBA Mortgage Applications US - -
20/10/2009 Western Union Co. US Q3 21/10/2009 Fed's Beige Book US - -
20/10/2009 Yahoo, Inc. US Q3
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75 St. Stephen’s Green, Dublin 2, Ireland.  Tel : +353 1 633 3800/1890 400 300      E-mail: info@dsl.ie 
45 South Mall, Cork, Ireland  Tel : +353 21 422 2122         E-mail: cork@dsl.ie           
Theatre Court, Mallow St, Limerick, Ireland. Tel : +353 61 436 500         E-mail: Limerick@dsl.ie 

Regulatory Information 
Dolmen Securities Limited is regulated by the Financial Regulator. Dolmen Securities Limited is a member firm of the London Stock Ex-
change. Dolmen Stockbrokers is regulated by the Financial Regulator. Dolmen Stockbrokers Limited is a member firm of the Irish Stock Ex-
change and the London Stock Exchange. 
 
This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes in order 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, com-
pleteness, 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 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 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 issuer(s) in advance of publication. 
 
Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up.  Investments de-
nominated in foreign currencies are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the invest-
ments, sale proceeds, and on dividend or interest income. The income you get from your investment may go down as well as up. Figures 
quoted are estimates only, they are not a reliable guide to the future performance of this investment. Investors should be aware that forward-
ing looking statements and forecasts may not be realised. 
 
This report is the property of Dolmen and may not be reproduced (in whole or in part) altered, transmitted or made available to any other per-
son without the prior written permission of Dolmen. 
 
 
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 busi-
ness 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 the companies they publish research, views and recommenda-
tions on. Accordingly analysts involved in the production of this report may have positions in any securities herein. Dolmen ensures that all 
staff dealing is undertaken in strict compliance with Dolmen’s internal staff dealing procedures. Therefore Dolmen is satisfied that the imparti-
ality 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. Oliver Gilvarry, David 
Dunk, Stephen Taylor and Edward Keeling are responsible for the production of this report. Oliver Gilvarry is Head of Research and David 
Dunk, Stephen Taylor and Edward Keeling are equity analysts. 
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