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Breaking News

US banks to set up fund to ease credit squeeze

Bank of America, Citigroup and JPMorgan Chase & Co said on Monday
they plan a fund aimed at preventing the dumping of billions of
dollars of bonds linked to subprime mortgages and other debt. Such
sales could push debt prices lower, magnify bank losses from
declining security values, and make lenders even more reluctant to
extend new loans. Tighter credit could jeopardize global economic
growth. The pool by financial institutions including the three biggest
US banks could help certain investment funds avoid selling assets at
fire sale prices. A source said the pool could be around $80bn. In
related news Citigroup posted a 57% slump in Q3 net income, in line
with the banking giant's recent warning, and CEO Charles Prince
vowed to focus on the firm's weak points. It reported net income of
$2.38bn, or 47c a share, down from $5.51bn, or $1.10 a share, a
year earlier. The latest quarter's results included a $1.35bn pretax
write-down in the value of loans that helped finance the leveraged-
buyout boom, $1.56bn of pretax losses tied to loans and subprime
mortgages that were to be repackaged and sold to investors as
collateralised loan obligations, $636m in pretax fixed-income
trading losses and $2.98bn in increased consumer credit costs.

Bellway reports record pre tax profits

British low-cost housebuilder Bellway posted a 6.4% rise in annual
profit on Tuesday and said that its order book of £667m compared
favourably with the year before. Bellway reported pretax profit for
the year to end-July of a record £234.8m as revenue rose 9.2% to
£1.35b. Bellway said the number of new homes sold increased by
7.3% to 7,638 from 7,117, while the average price rose by 2.5% to
173,300 pounds.

United Drug buys US firm for $10.5m
United Drug announced yesterday it bought Alliance Healthcare
Information Inc, US-based pharmaceutical sales and marketing
company, for up to $10.5m. United Drug said it will pay $9.5m in
cash on completion, plus up to $1m based on the achievement of
certain targets over the next 12 months.

Today’s Recommendation

Ericsson (SEK18.60) Downgrade to NEUTRAL Stephen Taylor

Target : SEK24.50 (16/10/07; Previously SEK31, issued 20/07/07)

e Earnings miss: This morning, Ericsson has warned that it
expects revenue for 3Q to fall short of expectations due to an
unexpected shift in the group’s business mix. Ericsson which is
due to report its 3Q results on 25/10/07 expects revenue to
increase by 6% to SEK43.5bn which is below the SEK45.3bn
consensus, while it expects to report net income of SEK4bn
below the SEK6bn expected by analysts. The company stated
that the unexpected development in the quarter is mainly due
to a shortfall in mobile network upgrades and expansions,
which resulted in an unfavourable business mix that also
negatively affected group margins. As a result, Ericsson expects
3Q operating margins to fall to 12.9% from 21.2% last year.
Ericsson also forecasts revenue for 4Q of SEK53bn-SEK60bn
versus expectations of SEK57bn.

e Recent guidance: What is disappointing about Ericsson’s profit
warning today is that the group’s CEO, Carl-Henric Svanberg,
commented on 11/09/07 that he expected growth in the third
quarter to remain strong boosted by increases in data traffic.
Svanberg also reiterated the group’s main network market
growth target for 2007 to remain at the ‘mid-single’ digit level
and pointed out that demand for wireless networks that let
users download music, maps and share files has been growing
‘beyond any expectations’. Today’s announcement places
credibility issues over Ericsson’s management.

e Sony Ericsson: One bright spot for Ericsson is at its Sony
Ericsson division, its 50/50 mobile joint venture with Sony. On
11/10/07, Sony Ericsson reported 3Q pre tax profit of €384m,
slightly ahead of analyst estimates. Sony Ericsson said it
shipped 25.9m phones during the quarter representing an
increase of 31% and helped the group add 1% point of market
share to 9%. The strong increase in mobile unit sales was as a
result of the group increasing sales of lower-end phones to
emerging markets such as China and India.

e Recommendation downgrade : In light of today’s profit warning
from Ericsson we reduce our 2008 forecasted EPS for the
company to SEK1.75 from SEK1.95 previously. As Ericsson does
not anticipate a recovery during 2008 we now feel that the
group deserves to trade at a 20% discount to its peer group at
14x 2008 EPS of SEK1.75, which generates our new price target
of SEK24.50. With no near term catalysts for the company we
do not anticipate a recovery in the medium term and therefore
reduce our rating on the stock to NEUTRAL from BUY: NEUTRAL

Business Press

e Aer Lingus shares up by 5% as Belfast deal is agreed (Il)
e Icahn move sends shares in Elan to two year high (Il)

e Moonduster denies ICG reports (IE)

e Rock shares take fresh plunge (FT)

Investment Press

e Banks create debt fund: There’s Armageddon, and then
there’s the alternative - a massive funding vehicle the banks
have dreamed up to avoid a fire sale of financial assets. This
$75bn-plus vehicle should allow US banks to avoid something
seriously nasty.
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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
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 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. Investments denominated in foreign currencies are subject to fluctuations in exchange rates, which
may have an adverse affect on the value of the investments, 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 permission of Dolmen.

Dolmen Securities is a Member Firm of the London Stock Exchange, and is authorised by the Financial Regulator under
the Investment Intermediaries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The
London Stock Exchange, and is authorised by the Financial 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 undertaken 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, related 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.



