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Daily Market Comment

Yesterday’s Summary : European stock markets retreated sharply yesterday following concerns from the G7 meeting at the
weekend that the rising cost of credit , record oil prices and the US housing slump will dampen economic growth. Equities were
also pressured following disappointing results from Dow Components Caterpillar and 3M last week with both companies issuing
weak outlooks due to the slowing US economy.

Overnight News : Shares in Apple surged by close to 8% in after hours trading after the group’s fourth quarter results and out-
look beat analyst expectations. Apple reported net profit that rose by 67% to $904m on revenue that climbed by 29% to $6.2bn.
On its outlook for its first quarter of 2008, Apple expects to report EPS of $1.42, which was ahead of the $1.39 expected.
Breaking News : This morning, BHP Billiton announced that Iron Ore output rose by 7% to a record 25.9m tons in the three
month period ending 30/09/07 boosted by strong demand from China. The company also said that demand for Copper, its larg-
est revenue earner increased by 23% to 307,800. Shares in BHP rose by 1% following the release.
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Paper Headlines

“Tullow Oil shares slip by 5.6pc following share drop in crude prices” - Tullow Oil —Irish Independent
“Private equity crux as funds see 40pc decline“ - Private Equity - Irish Independent

“Victory for EU as Microsoft agrees to share secrets” - Microsoft - Irish Times

“German ‘potential growth’ rate rises” - German Economy - Irish Times

Market Themes and Movers

Crude oil trades lower as Middle East tension eases : Crude oil continued to trade lower at $86 a barrel after Turkey signalled
negotiations that may help avert military action against Kurdish rebels in northern Iraq. Turkey’s Prime Minister, Recep Tayyip Er-
dogan said yesterday that Turkey will wait for US and Iraqi actions against the Kurdistan Workers’ Party before mounting any raid.
Crude oil had reached a record high of $90.07 a barrel on October 19th after the dollar fell against the euro and Turkish lawmak-
ers voted to allow military action against Kurdish rebels.

Fed must guard against bigger housing drop : Federal Reserve Bank of Chicago President, Charles L. Evans, said that policy
makers must shield the US economy from ‘high cost’ events such as a worsening housing slump. Evans commented that he does
not see this extreme outcome as been likely, however he pointed out that it is one of those high cost outcomes that the Fed must
guard against. Evans also said that he is optimistic about chances for further improvements in inflation.

UK Gaming sector receives a boost : The UK gaming sector received a boost today following press reports that Rank Group
may be bought by rivals. The UK’s Telegraph reported that Rank Group may be purchased by Ladbrokes or William Hill. Shares
in Rank have fallen c. 40% since the group announced on 12/10/07 that profit will miss analyst forecasts as the recently intro-
duced smoking ban has driven gamblers away from its Mecca Bingo and Grosvenor Casinos

Dolmen Squawk Box

e HSBC has raised BT Group’s price target to £3.40 from £3.20. The price target is in line with our target and we remain posi-
tive on the company ahead of its 2Q results due on November 8th. BT is seen as a good defensive play in current turbulent
markets and it also pays an attractive current year dividend yield of 5%.
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FTSE 100
_ Q3 results: This morning, BP announced its results for the 3 months ended 30/09/07. Underly-

Oil & Gas ing replacement cost net profit, which excludes changes in the value of inventories and excep-
tional items, of $4.21 bn, was c.2% ahead of the consensus forecast of $4.13 bn, and was a de-
crease of 26.7%. Disruptions at the group’s Texas City and Whiting US refineries resulted in daily
refining throughputs falling by 6.1% to 2.15m barrels. These disruptions were caused by a main-
Company Profile tenance program designed to increase safety, which should also help increase the group’s US
refining margins.

BP operates through three
business segments: Explora- Refining margins :These refining margins continued to fall during Q3 2007, falling by 4.2%
tion and Production, Refining  during the period to $8.05 a barrel. The serious supply disruptions in 2005 helped drive margins

and Marketing and Gas,
Power and Renewables. Ex-
ploration and Production ac-
tivities include oil and natural

higher at that stage, and they have been steadily declining since then. The group’s global pro-
duction also fell by 4.3% year on year to 3.65m barrels of oil equivalent per day, largely driven
by a two month shutdown at BP’s Central Area Transmission System gas pipeline network in the

gas exploration, development North Sea.
and production.

Production growth : However, BP announced that it has started commissioning the Atlantis
field in the Gulf of Mexico, which is due to be on stream by year end at 200,000 barrels per day.
On 1% October, the group began production at its Greater Plutonio project in Angola, which has
a capacity of 240,000 barrels per day. Our view remains that what is not yet fully discounted by
the share price is the potential for modest production growth to resume in 2008. BP’s new chief
executive, Tony Hayward, recently launched a wide-ranging reorganisation to simplify the way
the company is run.

Further upside : Given the extent of its operations and the spread of its geographic risk, it is

M reasonable that BP should be rated at a 10% premium to the current energy sector average 2008
pe of c.10x. As a result, our current 12 month price target of £6.50 (7% further upside) is based

Price Performance on 11x 2008 eps of 59p. When combined with a current year dividend yield of c.3.5%, this pro-
vides sufficient further upside to justify re-iterating our BP BUY recommendation at current lev-
els.
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Profit by division Shares Outstanding 19bn
Share Data Financial Data 2006 2007e 2008e
Current Price (£) 6.14 Revenue (£Em) 132,953 134,941 134,492
Mkt Cap (£m) 117bn PBT (£m) 17,321 15,260 16,300
Reuters BP.L EPS (£) 0.53 0.53 0.59
Bloomberg BP/LN P/E(x) 11.6 12.2 11.1
Sector Qil & Gas DPS (£) 0.22 0.21 0.23
@7%uK CEO Tony Hayward Yield 3.7% 3.5% 3.7%
B 7%ROE CFO Byron Grote
Q28%US Website www.bp.com
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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.



