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FRIDAY 4th JANUARY 2008 

Tuesday’s Summary : Volatility was the word of the day yesterday as the equity markets changed direction repeatedly. The 
ISEQ closed almost flat for the day at 6469, down 10 points. C&C was sold heavily, following news that earnings would be at the 
lower end of expectations, down 17.5% at one point to recover to close down 1% on the day. Anglo was worst hit of the finan-
cials, finishing down 3%, while Bank of Ireland and Irish Life rallied to close about flat. Ryanair saw a reverse in its recent slide, 
with its stock rising 1.88% to $3.75 on large volumes. 
Overnight News : Most stock markets across Asia reversed early losses to trade higher today as investors sought out bargains 
following sharp declines in previous sessions. The Nikkei gained 2.1% to 13,783.45 after seesawing between negative and posi-
tive territory in early afternoon. Tokyo shares advanced as the yen eased against the US dollar ahead of Fed chairman Ben 
Bernanke's testimony to Congress. The Hang Seng ended 2.7% higher at 25,114.98 on bargain-hunting,. 
Breaking News : Barratt Developments, the UK homebuilder have said that they have seen completions fall amid tougher mar-
ket conditions. Ryanair have announced the launch of two new routes from Romania to Italy. Flights begin in April and the  com-
pany expects to carry 80,00 passengers in the first year. IBM have said that they have signed a $45 million deal to overhaul 
AIB’s banking systems over the next 3 years. Glanbia have announced that negotiations for an MBO of their meat business 
have commenced, and reiterate their strategy of focusing on key growth areas: Cheese, food ingredients, nutrition and selected 
consumer foods.  

 Paper Headlines 
“Bush holds out hope OPEC will raise output” - (Wall Street Journal) 
“Building sector pessimism soars” - (Irish Examiner) 
“C&C revenues fall by 15%” - C&C - (Irish Examiner) 
“Dragon oil production up by 56%” - Dragon oil - (Irish Times) 
“Glanbia meat bosses in buyout talks” - Glanbia - (Irish Times) 

 Market Themes and Movers 
No oil shortage? : Output from the world's existing oil fields is declining at a rate of about 4.5% annually. However new projects 
currently being undertaken may make up for the decline. Oil-field depletion rates are a key barometer of the health of the world's 
oil market, and thus are hotly debated among factions feuding over the relative stability of future supply. The huge number of pro-
jects under way in Brazil, Saudi Arabia, West Africa, the Caspian Sea and the Gulf of Mexico may more than make up for natural 
declines from fields now in production. Still, the price of oil is likely to remain at current elevated levels for the near future. 
 
Dollar recovers ground: The US dollar hovered near its lowest level in more than two years against the yen in today on specula-
tion slower growth in the world's biggest economy will prompt the Federal Reserve to cut its key rates by up to 75 basis points this 
month. The Fed's Beige Book survey released yesterday showed that the US economy grew modestly in late November to De-
cember though at a slower pace than the previous survey. The dollar has appreciated against the Euro amid concerns over Euro-
pean growth. The dollar is now trading at the 1.46 level, down from 1.49 in recent days. 
  

This day three years ago, the ISEQ index of leading Irish shares was up 72.54 points to 6,499.97, an all time high. 
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DAILY COMPANY NOTE — Short Trading Ideas See page 2 for full details 
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Short Trading Ideas 

Fundamental view : Shares in EADS have lagged over the last number of years due to manufacturing issues at 
its Airbus aircraft division. At the group’s most recent third quarter results in November it reported a net loss that 
widened to €776m from €189m, a year earlier. Revenue increased by 9% to €9.3bn. EADS took a €1.1bn charge 
due to delays to its A400M military-transport plane and is just the latest in a long list of problems for the group. 
EADS has fallen two years behind schedule with its A380 superjumbo model at a cost to the company of $6.8bn. 
In addition, delays to the group’s new A350, which has had to be redesigned five times in order to win airline 
approval, pushing deliveries to 2013, is five years behind Boeing’s 787 Dreamliner. Another problem that EADS 
is currently facing is that c. 20% of its revenue base that is denominated in US dollars is unhedged and with the 
dollar looking set for further declines this creates an increased problem for the group.  
 
Next Catalyst: EADS is due to report its annual results on March 11th. We expect the group to report a loss per 
share of €0.13 on flat revenue of $39.2bn. EADS currently trades at a c. 10% discount to the aerospace and 
defence sector, a discount that we feel is justified given its production problems and US dollar exposure. Within 
this current economic downturn and the fact that we expect the US dollar to continue to weaken, we believe that 
that the group’s share price has further downside potential.   
 
Chart view: Stock has recently broken out of its longer term trading range of €20 to €25 and unless it can recap-
ture the €20 area the outlook will remain negative. Caution required.  

Fundamental view : Since the beginning of the year shares in BMW have fallen by c. 6%, broadly in line with 
the decline in the general equity market. The group reported a disappointing set of third quarter numbers back in 
November with pretax profit of €765m falling well short of analyst expectations of €890m, while its pretax margin 
also came in well below consensus at 5.5% versus 6.9% expected. One of the main reasons for the miss was 
due to the weak US dollar where BMW generates c. 25% of its revenue. BMW’s earnings have also been put 
under pressure by high oil prices and rising steel and copper prices which saw its raw materials cost figure in-
crease by 22%. While commodity prices have declined slightly over the last month, we still feel that they have 
the potential to have a significant impact on the profitability of BMW into the future. 
 
Fundamental view : On 18/03/08, BMW is due to report its fiscal full year results for 2007. We expect the group 
to report flat year on year EPS of €4.38, with revenue expected to rise by 5% to €54.1bn. With flat EPS growth 
estimated for 2007 and 2008, we feel that at 9x forward earnings shares in BMW look expensive given the cycli-
cality of its business. Given that it is also in the luxury end of the car market, any downturn in economic activity 
could have a significant effect on earnings and feel there may be further share price declines to come. 
 
Chart view: Recent price action has been negative. Stock is sitting on the €40 long term support area and a 
sustained breach of this would precipitate further weakness. To break out of the recent downtrend a close above 
€42.75 is needed.  

Fundamental view : While shares in Adecco are trading 10% lower for the year, we feel the company has fur-
ther to fall. The company has minimal exposure to emerging markets, which limits its growth potential and re-
duces the risk of the business surprising to the upside. The company is particularly vulnerable to economic 
downturns as greater than 90% of revenues come from its temporary staffing business which is usually the first 
hit in a recession. Also, November figures for the French temping market, which accounts for a third of Adecco’s 
revenues, has shown a decline in hours worked for, the first time since July 2005. The company has a large 
currency exposure because it reports earnings in Swiss Francs, with over 60% of revenues denominated in 
Euro, which has declined 2.3% since the start of the year, and over 15% of revenues in Canadian and U.S. dol-
lars, both of which have declined 4% over the same period.  
 
Next Catalyst: The next catalyst for this stock is when Manpower, a US based competitor of Adecco in the tem-
porary staffing sector releases its 2007 Q4 earnings next week. Manpower trades in line with Adecco at c.9x 
2008 forecasted earnings, and has a similar geographical profile. On 04/03/08, Adecco is due to report its fourth 
quarter earnings for 2007 and we expect the group to report a weaker set of results with revenue growth falling 
short of the company’s target of 7-9% per year. A negative outlook by the management in this report has the 
potential to cause a significant decline in the company’s share price. 
 
Chart view: Chart outlook is negative with series of bearish breakdowns. Longer term support has been broken 
and more downside is expected. A close above the 59.00 area is needed to break the recent downtrend. 

Adecco 
Price: CHF53.85  
P/E 08: 8.9x  
Target Price : CHF47 
Stop-loss : CHF58.50 
 
 
O v e r v i e w :  T h e 
Group's principal activ-
ity is the supply of tem-
porary and permanent 
staff through employ-
ment agencies. Adecco 
operates mainly in 
Europe and North 
America. 
 

EADS 
Price: €19.00  
P/E 08: 12x 
Target Price : €16.75 
Stop-loss : €20 
 
Overview:  
EADS manufactures 
airplanes and military 
equipment. The group 
produces commercial 
aircraft including Air-
bus, military fighter 
aircraft, military and 
commercial helicop-
ters. 
 

BMW 
Price: €40.01  
P/E 08: 9.4x 
Target Price : €35.00 
Stop-loss : €42.75 
 
Overview:  
BMW manufactures 
and sells luxury cars 
and motorcycles world-
wide. The group pro-
duces everything from 
convertibles to luxury 
sedans to touring mo-
torcycles. 
 
 

During this current turbulent equity market caused by the credit crunch which has led to a slowdown in global growth and increased the 
possibility of a recession in the US, we believe that it is prudent for an investor to look at potential short trading ideas. The companies that 
we have selected, BMW, EADS and Adecco have significant exposure to a weakening US economy and could be significantly effected by 
a sharp slowdown in economic growth. We would also advise that an investor taking any short positions place a guaranteed stop on the 
position taken to limit the possible downside risk, for example in the event of a stock being taken over.  
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