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Breaking News
Petroceltic announces full year 2006 results

Petroceltic reported a full year 2006 loss that widened to $6.6m
from $2.4m in the previous year due to costs for its Donegal Well in
Ireland. Revenue rose to $1.26m from $1m from royalty income on
its Kinsale natural-gas fields. The company said it had $33.4m in net
cash at the end of 2006, up from $19.5m a year earlier. Petroceltic
said it plans an aggressive drilling campaign of up to five wells in
Algeria for 2008, following the completion of seismic work. In Italy,
prospects have been identified for drilling of exploration wells
including a Migliancio oil field extension well and an Elsa 2 appraisal
well. Elsewhere, in Tunisa where the group has received initial
farm-in proposals and if approved would substantially fund a
forward program, of up to three wells, commencing during 2007.

Bradford & Bingley issues trading update

Bradford & Bingley issued a trading update wherein it said it expects
pretax profit to be at the upper end of analysts’ expectations range
of £358m to £377m. The company said that prospects remain good
for the second half of the year as demand continues to drive the
buy-to-let market. The group said that net mortgage lending will
almost double in the first half of the year compared with the same
period last year and the bank’s current pipeline of new loans is
ahead of last year. Bradford & Bingley also pointed out that as
expected, arrears levels are up slightly since the year-end, due to
the recent successive interest rate rises, however overall arrears
levels and credit losses remain within its expectations.

Aviva announces bancassurance JV with Italian bank

Aviva has announced a bancassurance joint venture with Banco
Popolare which will give the insurer access to more than 5 million
potential customers through the third largest branch network in
Italy with circa 2,200 branches. Under the terms of the agreement,
Aviva will pay £250m in cash for the long-term bancassurance deal
with Banco Popolare and 50% of the share capital of Novara
Assicura, which will become Banco Popolare’s non-life insurance
subsidiary. The venture will have a minimum term of 10 years and
thereafter will be renewable by mutual agreement for five years.

e  Further M&A : There was further M&A in the heavy building
materials sector this week, with the sale by Home Depot of its
wholesale distribution business for $10.3 bn to private equity.
The business provides products to professional builders, and
based on last year’s EBITDA of €994m, the sale price represents
an EV / EBITDA multiple of 10.4x. Such a multiple is in line with
the 10x to 12x EV / EBITDA range at which peer deals within
the heavy building materials sector have taken place this year.

e Peer valuations This week, Egyptian billionaire, Nassef
Sawaris, also disclosed that his investment company, NNS
Holdings, had accumulated a 9.7% stake in US building materials
group, Martin Marietta, having recently built a stake in Texas
Industries, a building materials company with operations in
Texas and California. Such continued corporate activity has
caused the valuations of CRH’s peers to move higher, and as a
result, we now move our CRH price target multiple slightly
higher from 14x to 15x, which generates our new 12 month
price target of €40 (6% further upside), which is based on 15x
consensus 2008 eps of €2.68. When combined with a current
year dividend yield of c.2%, this provides sufficient further
upside to justify a BUY recommendation and to justify keeping
CRH on our Dolmen Dozen list of top stock picks for Q3 2007.

e Hanson takeover : Last month, Germany’s largest cement
maker, HeidelbergCement, acquired the sole remaining heavy
building materials company in UK ownership, Hanson, for £11
per share in cash. Given that this takeover price represented an
EV / 2006 EBITDA multiple of 12x and a pe ratio of 17.7x 2008
eps of 62p, a stand-alone 12 month price target for CRH based
on 15x 2008 eps now appears achievable. The takeover brought
consolidation to the European cement sector, which has helped
re-rate valuations upwards closer to those of the US sector.

e Earnings growth : CRH completed €2.1 bn of acquisitions during
the 12 months ended 31/12/06, including its largest ever deal,
the $1.3 bn APAC acquisition. As these deals start to feed into
group earnings in 2007 and as increased synergies start to be
generated in 2008, earnings growth of ¢.10% per annum should
be generated over the next 2 years. Only c.8% of CRH’s total
group operating profit is exposed to the US new housing
market, which remains weak currently : BUY.

Business Press

e DSG blames risks in Russia for abandoning Eldorado acquisition
(FT)
O’Reilly excited about new site (IT)
Fresh twist in battle to control ICG (IE)

Investment Press

e  Subprime mortgage securities: Here is a mystery. The value of
securities backed by sub prime mortgages has been in precipi-
tous decline. But who is hurting? Sure, a hedge fund managed
by Bear Stearns is in trouble, but Bear itself had minimal expo-
sure.
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