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Daily Market Comment

Yesterday’s Summary : With oil trading down to below the $126 a barrel mark and a decent day of earnings results, the ISEQ,
recovering the previous day’s losses, finished 5.08% higher at 5,159.73. With the US financials posting significant gains the night
before, Irish banks had a strong performance. Anglo Irish Bank was among the best performers, gaining almost 15% to €6.73.
Bank of Ireland climbed 8.6% to €6.16, while AIB jumped 8% to €8.66. With fuel costs continuing to fall, Ryanair and Aer Lingus
maintained their positive momentum, ending the session 7.62% and 4.7% higher, at €3.39 and €1.57 respectively.

Overnight News: Japan’s Nikkei 225 Stock Average finished up 2.2% at the day's high of 13,603.31, with exporters leading the
way on a weaker yen. China’s benchmark Shanghai Composite Index closed up 2.55% at 2,910.29 as lower oil prices dampened
inflation fears. The Australian S&P/ASX 200 index closed 38.8 points up at 5,144.1.

Breaking News : EasyJet has reported a 32% increase in total revenue, driven by strong ancillary growth and the strengthening
Euro. It did warn however that higher oil prices would drive down full year margins and that it would follow other airlines and cut
back on capacity expansion this winter. Elan has posted a basic loss per share of 15 cents in the three months to the end of June,
which is down from a loss 30 cents in the same period of 2007. Second quarter revenue rose 30% to $245.6m, driven by strong
Tysabri sales and management reiterated its confidence that full year revenues would approach $1bn. Credit Suisse have re-
ported that net profit for the three months ended June 30 fell to 1.22bn Swiss francs, from 3.19bn Swiss francs a year earlier. The
bank said the market would remain difficult, but that it feels well positioned, and it will manage business conservatively.
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News ISEQ Performers/Losers 23/07/08

“Vodafone set to buy back £1bn of its own shares”-(The Irish Times)

“Qil prices in decline as demand weakens”-(The Irish Times)

“Mcdonalds supersizes its profit to a nasty $1.19bn”(Irish independent) A O RELAND 1

“Pfizer profits double but second quarter is bitter pill for rivals”-(Irish Independent) 1

“Shares in Fannie and Freddie rise on Treasury bailout deal’-(Irish Independent) R e )

Market Themes and Movers

UK retail sales slide : UK retail sales dropped in June by the most since 1986 as rising inflation and the slowdown in economic
growth prompted consumers to cut spending. Sales dropped by 3.9% after rising 3.6% in May. Falling housing prices and a jump
in credit costs have squeezed consumers, while increasing inflation prevents the Bank of England from lowering interest rates.
Recall that the UK’s largest retailer, Marks & Spencer said on July 2" that sales fell the most since 2005 as the UK consumer
continues to remain under pressure. The Bank of England predicted in May that economic growth will slow to a 1% annual pace in
the first quarter of 2009, the weakest since 1992.

German business confidence declines : German business confidence fell to its lowest level in three years during July as re-
cord oil prices and higher interest rates puts question marks over the outlook for growth in Europe’s largest economy. The Munich
based Ifo institute said its business climate index, based on a survey of 7,000 executives, declined to 97.5 from 101.2 in June.
Economists had expected a drop to 100.1. There are increased expectations now that German economic growth will slow further
over the coming months resulting in a continuing decline in the Ifo reading.
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Company Profile

GlaxoSmithKline is a global
healthcare group, which is
engaged in the creation and
discovery, development,
manufacture and marketing
of pharmaceutical products,
including vaccines, over-the

counter (OTC) medicines
and health-related consumer
products. The Company

operates in two segments:
Pharmaceutical (prescription
pharmaceuticals and vac-
cines), and consumer Health-
care (over-the-counter medi-
cines, oral care and nutri-
tional healthcare).

Fundamental view
GlaxoSmithKline (GSK) announced its results for the 3 months ended 30/06/08 yesterday. EPS of 27.2p
and sales of £5,874 were ahead of consensus forecasts of 25p and £5,703 respectively. Revenue was
boosted by better than expected Vaccines sales as well as a greater than forecasted positive currency
impact. Performance in the consumer healthcare business was weaker than expected, due to a weak-
ness in sales for weight loss and smoking cessation products.

In a separate release, new CEO Andrew Witty outlined his strategic priorities for the company going for-
ward. Firstly the company intends to increase diversity across product ranges and geographies. The
company intends to invest in fast growing areas such as vaccines and consumer healthcare, as well as
increasing exposure to emerging markets. In-line with this initiative, is the announcement of a new col-
laboration deal with Aspen. This deal will enable GSK to supply generic versions of its non-patented
drugs into emerging markets.

Secondly GSK will also reorganize its approach to R&D investment. A new Global Drug Discovery In-
vestment Board will be tasked will allocating investment capital to competing teams of researchers. GSK
will also setup a Corporate Venture Fund which will invest in healthcare related start-up companies.
GSK'’s current drug pipeline lacks depth, and while the new organisation may tackle this issue, results
may be some years away. Finally GSK will seek to simplify its operating model through efficiency im-
provements and cost cutting operations.

GSK will pay a 13p dividend for this quarter which is an 8% increase over the same quarter last year. Mr
Witty noted that GSK was committed to its progressive dividend policy. The company is extending the
horizon for the remaining £6.5bn of its buyback programme past the original July 2009 end date. GSK
will buyback £1 billion of its shares for the last 5 months of the year. This is disappointing as the buyback

m programme has provided a solid base of support for the share price in recent times.
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Next catalyst
Peer AstraZeneca will release its quarterly results on the 31st of July. The next company specific cata-
lysts for GSK will be informational updates on its pipeline drugs as well as progress on its new strategic
initiatives. GSK has limited near term earnings growth and weakness in its developmental drug pipeline.
Also, it will be sometime before the benefits of the new strategic initiatives are visible. Our revised price
target of £13 is based on approximately 13x 2008 earnings. We are also downgrading our rating on GSK
to Neutral as there is insufficient upside to maintain a buy rating.

A A ®
/\0@ \\,159 &@
WO o8
P P

Chart view: GlaxoSmithKline
Primary Support: 11.57
Secondary Support: 10.85
Primary Resistance: 12.56
Secondary Resistance: 14.03

The recent bearish engulfing daily candlestick suggests further losses.
This is confirmed by the presence of very high volume, indicating a sell
off in the stock. Should the stock hold key support at 10.58, this may
be an opportunity to buy on weakness.

Revenue by Division BRI GRS % Peer Group Multiples.
Legal & General 5.5 Company name P/E 07 P/E 08 EPS Growth 07-08
Barclays 3.8 GlaxoSmithKline 12.8 12.4 3.36%
M&G Investment 2.9 Astrazeneca 12.3 10.3 16.08%
Smith Barney 2.1 Shire 16.4 N/a
Shares Outstanding 5.2bn
Share Data Financial Data 2006 2007 2008e
Current Price (£) 12.20 Revenue (£m) 23,225 22,716 23,098
Mkt Cap (Em) 64bn PBT (Em) 7,799 7,452 7,151
0 85%Pharmaceuticals Reuters GSK.L EPS (£) 0.96 0.95 0.98
Bloomberg GSK LN P/E(x) 12.7 12.8 12.4
M 15%Consumer Healthcare sector Pharmaceutical DPS (£) 0.48 0.53 0.55
CEO Andrew W itty Yield 3.9% 4.3% 4.5%
CFO Julian Heslop
W ebsite www.gsk.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. 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.
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