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FRIDAY 4th JANUARY 2008 

Yesterday’s Summary : The ISEQ finished up 0.81% to 6530.67 on a day that will be most noted for its very light trading vol-
umes, as US financial markets were closed for George Washington day. Irish financials had a positive trading session on the 
back of some strong optimism in British markets about upcoming UK bank results. Speculation of higher dividend payments 
from Barclays and Lloyds TSB helped improve investor sentiment surrounding the current banking environment. A.I.B closed 
2.2% higher at €13.39, ahead of its full year results tomorrow, and Bank of Ireland gained 2% to finish at €9.50. Greencore suf-
fered from the low trading volumes ending the day 7% lower at €4.05.  
Overnight News : Hong Kong’s  Hang Seng Index closed at 23,759.25, down by 389.18 points or 1.61%, ending four consecu-
tive days of gains, as big concerns exist over the possibility of mainland authorities' further tightening monetary policy. Whole-
sale prices announced yesterday showed a 6.1% increase in January. Japanese share prices closed up 0.90 percent on Tues-
day, lifted by a strong performance on European markets and by a weaker yen. The Tokyo Stock Exchange's benchmark Nik-
kei-225 index gained 122.51 points to 13,757.91. 
Breaking News:  Barclays released their full-year 2007 results this morning and there was 3.4% fall in net profit. Their previ-
ously posted write-downs of GBP1.3bn was raised to GBP1.64bn and there was a 9.7% increase in its dividend to 34p from 31p 
paid on 2006 earnings. APN News & Media, in which Independent News & Media has a 39.2% shareholding,  have announced 
an 2007 Net Pre-Tax Profit of A$169.4m, an 8% increase on last year. Capital research and Invesco have increased their stake 
to over 10% and 4% respectively. Reports have suggested that Joseph Lewis has built a 7% stake in the UK Bookmaker Lad-
brokes. Credit Suisse share price has shed 10% of their value in early morning trading after reporting write-downs of up to 
$2.85bn.  

 Paper Headlines                                                                         ISEQ Performers/Losers 18/02/08 
 
“Icelandic investors seek bank advice on Greencore takeover”-Greencore-(I.I) 
“A.I.B’s bad-loan losses to hit €365m within two years”-A.I.B-(I.I) 
“Elan could receive drug royalty payments”-Elan-(Irish Examiner) 
“Personal debt levels not as bad as we think”-(Irish Examiner) 
“Troubled Ambac keen to split”-Ambac-(Financial Times) 
 

 Market Themes and Movers 
 
Bond Insurer Split?: Reports suggest that if the New York regulator’s plan to break up bond insurers is implemented, credit rat-
ings on more than $580 billion of asset backed securities may be cut.  The regulator’s proposed separation would split the munici-
pal insurance units from the unprofitable business of guaranteeing debt linked to subprime mortgages. Analysts have indicated 
that such a move could force banks that own the mortgage debt to write-down the value o the securities by as much as $35bn. 
The New York regulator’s plan came after Warren buffet offered to take over $800bn of municipal debt guaranteed by MBIA, AM-
BAC and FGIC last week.  
 
Oil Trades Near $96 : After market speculation that OPEC has plans to reduce oil production and that refinery disruptions are 
going to limit fuel supplies, crude oil was trading at nearly $96 a barrel yesterday. Speculation mounted as oil ministers from Alge-
ria and Iran said that hey expected future oil production to reflect the reduction in winter heating demands.     
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DAILY COMPANY NOTE 

  Elan Corp 
 David Dunk         Sell 
 
    
Current                    $25.00
           

ISEQ 

Company Profile 
The Group's principal 
activity is discovering, 
developing, manufactur-
ing and marketing ad-
vanced therapies in neu-
rodegenerative diseases, 
autoimmune diseases 
and severe pain. Elan 
Drug Technologies fo-
cuses on product devel-
opment, scale-up and 
manufacturing to address 
drug optimization chal-
lenges of the pharmaceu-
tical industry. 

Statistics 

Fundamental view:  Elan released their 2007 financial results on Wednesday. The company posted a 
$405mln loss in 2007, compared to $267mln in 2006, although the loss in 2007 includes $103.4mln in 
charges relating to generic competition, debt repayment, consolidation in the US. Revenue for 2007 grew 
35% over the year, primarily due to the strong performance of their Tysabri drug. Fourth quarter loss per 
share of $0.18 was $0.03 below estimates. The company has a $3bn tax asset built up due to previous 
years losses, which would make them more tax efficient then competitors should they become profitable. 
The company forecasted an increase of 30% in revenue growth for 2008, “towards the $1 billion mark”, 
which is slightly below consensus estimates. The company believes they are still on track for treating 
100,000 Multiple Sclerosis patients by 2010. Tysabri will be rolled out for the treatment of Crohn’s disease 
shortly, with breakeven revenues expected in 18 months. Elan’s balance sheet is significantly weaker now 
then at the end of 2006, net debt has increased by about $200mln. Of particular concern is the depletion 
in Elan’s cash balances, down to about $720mln from $1.5bn, as Elan needs these funds to cover operat-
ing losses and R&D until the company becomes profitable. Elan’s cash balance is expected to decline by 
a further $300-400m in 2008, with increased R&D costs as well as a scheduled $75mln payment to Elan’s 
Tysabri partner Biogen, taking their toll. This leaves Elan in a precarious position if estimated revenue 
growth fails to materialise, or if any negative medical reports emerge on Elan’s drugs, Tysabri in particular. 
The current stock price assumes forecasted revenue growth rates are met, that the company turns profit-
able by 2009, and still leaves the stock trading at a hefty multiple to expected earnings. Also the price 
doesn’t appear to price in the downside risk to Elan’s business. Given that there is greater value amongst 
its peers and the Irish market in general, we are placing a sell recommendation on the stock. 
 
Next Catalyst: There is ongoing speculation of M&A around Elan, a possible takeover is not out of the 
question, although it would be difficult to justify paying a premium to the current stock price. A sale of Ty-
sabri or one of the pipeline drugs is more likely. Elan is likely to move significantly on any results from 
clinical trials, regulatory decisions, or adverse patient reactions. The company is expected to release   
more news throughout 2008 on Elan’s proposed Alzheimer treatment AAB-001, as the company seeks 
regulatory approval.  
 
Note : The analyst has a position in Elan 
 

 
 
 

Price Performance 

 

Operating Profit 

 

Pharmaceutical  

Stock has failed to build on its recent gains and the short-
term trend has turned negative. Momentum is fading and 
there is little to suggest an impending move to the up-
side. Medium-term trend support is at $22. 
 
  

Chart view: Elan 
Support Primary: $23.62  
Support Secondary: $22.00  
Resistance Primary: $25.48  
Resistance Secondary: $26.88 
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Major Shareholders % Peer Group Multiples.
Susquehanna Int 1.82% Company name P/E 08 P/E 09 EPS Growth 08-09
Bellevue Asset Mgt 1.05% Elan Corp N/A N/A N/A
Capital Rsearch & Mgt 0.85% Amgen 11.2 10.2 9.28%
Barclays Global Investors 0.52% Genentec 21.0 18.5 13.28%
Norges Bank Invt. Mgt 0.49%

Shares Outstanding 1,000m

Share Data Financial Data 2007 2008e 2009e
Current Price ($) 25.00 Revenue ($m) 759.40 4261.20 4584.02
Mkt Cap ($m) 12,026.42m PBT ($m) 132.80 150.37 29.35
Reuters ELN.N EPS ($) -0.82 -0.32 -0.08
Bloomberg ELN US P/E (x) N/A N/A N/A
Sector Pharmaceutical DPS 0.00 0.00 0.00
CEO Kelly Martin Dividend Yield % 0.00% 0.00% 0.00%
CFO Shane Cooke     
Website www.elan.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 is a Member Firm of the London Stock Exchange, and is authorised by the Financial Regulator under the Investment Intermedi-
aries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The London Stock Exchange, and is authorised by the Fi-
nancial 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 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. 


