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Daily Market Comment

Yesterday’s Summary : The theme of financial turmoil dominating equity markets continued into this week as banks dragged
global indices lower. This was evident on the ISEQ yesterday as it ended the session down 3.88% at 3976.01. The financials fin-
ished considerable lower with Anglo Irish Bank dropping 16% to €4.70 and Bank of Ireland losing 9.8% to €4.69. Irish Life & Per-
manent bucked the trend closing up 4.27% at €6.40, perhaps benefitting from its relatively low property market exposure.
Overnight News : Large volatility was seen in overnight markets across various asset classes. In currencies, the dollar tumbled
against a basket of currencies. The decline was especially evident against the Euro where the cross hit a high of 1.4866. This
exacerbated the surge in crude oil which spiked to a high of $130 a barrel, due to shorts closing out positions before expiry of
crude’s October contract. In contrary to crude’s price surge, US equity markets fell sharply in the second half of the session on
Wall Street. The Dow closed down 372 pts at 11015, while the S&P 500 fell 48 pts to close at 1207.

Breaking News : Japanese broker dealer Nomura Holdings is to buy the Asian operations of Lehman Brothers after outbidding
rivals on Monday and also emerged as the front-runner to buy the bankrupt bank's businesses in Europe. Nomura said it would
buy Lehman's franchise in Asia Pacific, including Japan and Australia and 3,000 staff. It is likely to pay up to $525 million for the
business. EU PMI Services & Manufacturing industries contracted for a fourth month in September as the freeze in credit markets
continued leading to European companies reducing production in response to slowing orders. The composite index dropped to 47
from 48.2 in August. Microsoft has announced that it plans to buy back up to $40 billion of its own stock over the next five years.
Recent market declines have driven down valuations, making share buybacks a more attractive use of capital.
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Market Themes & Movers

Goldman Sachs and Morgan Stanley to convert to new model : The Federal Reserve has agreed to convert investment banks
Morgan Stanley and Goldman Sachs into bank holding companies. The Fed said the move may become effective immediately.
The change in status allows the last two major independent investment banks on Wall Street to take advantage of different ac-
counting rules, which will give them more access to federal funds and may buy them some time to stabilise their funding base by
acquiring deposits. Morgan Stanley said it plans to “pursue initiatives to expand the retail banking services it offers its retail clients
and build a stable base of core deposits.” Despite their new operating status, neither firm will be required to dispose of non -
financial assets, such as commodities, that banks are normally prohibited from owning, for at least two years.

Fed’s move to deal with crisis : The Bush administration and the Federal Reserve are moving on multiple fronts in an effort to
calm financial markets. The Bush administration has asked Congress for unchecked power to buy $700bn in bad mortgage in-
vestments from US financial companies in what is an unprecedented government involvement with financial markets. The move is
set to raise US national debt to the highest levels since 1954 and perhaps drive it to above 70% of gross domestic product econo-
mists have estimated. Paulson is set to be questioned on the borrowing impact of his plan at a hearing at the Senate Banking
committee today.
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Aryzta

The Group's principal

activity is manufacturing
and distributing conven-
ience food, and agri and

nutrition products. The
Group's operations are
carried out through two
divisions. Food manufac-
tures and distributes con-
venience food under such
brands as Just, Sham-
rock, Roma, Cuisine de
France, La Brea and Car-
oll Cuisine.
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Fundamental view

Aryzta released its first set of results since the merger of IAWS and Heistand AG. The results were
stronger than expected with EPS beating expectations at €2.022 and revenues stronger than ex-
pected at €3.134Bn.

Aryzta continues to have a strong balance sheet with net debt to EBITDA at 2.15x excluding Origin
Enterprises. Also free cash flow increased by 34.4% to €183.5m and management stated the struc-
ture of the Aryzta merger conserves cash and leaves the group in a position to add further acquisi-
tion through debt. In the future.

Revenue growth remains strong with Heistand AG increasing revenues by 14.5% for their first 6-
months and IAWS increased underlying revenue by 14% on a constant currency basis. Operating
margins for IAWS Food group increased by 20bps despite higher input costs from food commodities
and fuel.

Valuation

At the press conference afterwards, management reiterated their aim to double EPS over a 5-year
period achieved through organic growth and by acquisition. The strong cash generation of the group
plus the loan facilities already in place allows Aryzta to make further purchases, adding to earnings.

The position of the group in new growth markets in Asia and the Middle East diversifies its FX expo-
sures, and allows it to take advantage of growth in the speciality Bakery market in those areas.

We estimate EPS for 2009 to grow by 10% to €2.202 and we apply a 16.5x multiple to value the
Aryzta at €37.00 per share. The ability of the firm to make further acquisitions, the pass on of in-
creased input costs to customers and the strong balance sheet of the company justify this multiple.

Next Catalyst

The next catalyst for the company is on the 21st of October when a US peer, Panera Bakeries, re-
ports Q3 results.

In addition Aryzta is likely to experience increased analyst coverage. Many institutional brokers have

yet to initiate research on Aryzta, a factor which is expected to prove positive to the stock, over the
coming months.

Major Shareholders % Peer Group Multiples.

Fidelity Mgt. & Research 10.40% Company name P/E 08 P/E 09 EPS Growth 08-09

Abderhalden Albert 0.40% Aryzta 16.4 14.9 10.07%

MD Management 0.23% Unilever 16.1 14.7 9.52%
Kraft Foods 16.7 15.4 8.44%

Shares Outstanding 78.94m

Share Data Financial Data 2008 2009e

Current Price (c) 32.80 Revenue (€m) 3,134 3,859

Mkt Cap (€m) 2,589 PBT (€m) 218 240

Reuters IAW.I EPS (€) 2.02 2.22

Bloomberg YZA ID P/E(x) 16.24 14.77

Sector Food DPS (€) N/a 0.36

Chairman Denis Lucey Dividend Yield N/a 1.10%

CEO Owen Killian

Website www.aryzta.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 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 Limited is regulated by the Financial Regulator. Dolmen Securities Limited is a member firm of the London Stock Exchange.
Dolmen Stockbrokers is regulated by the Financial Regulator. Dolmen Stockbrokers Limited is a member firm of the Irish Stock Exchange and the
London Stock Exchange.

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. Oliver Gilvarry is Head of Research and David Dunk, Stephen Taylor & Edward Keeling
are equity analysts.
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