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FRIDAY 4th JANUARY 2008 

Yesterday’s Summary :  The majority of European and UK equity markets posted their third successive loss, as further uncer-
tainty over the $700bn US bailout dominated market sentiment. Contrary to the trend, the ISEQ closed up a marginal 0.98% at 
3775, after giving up a strong early morning rally.  Irish Life & Permanent was hit the hardest dropping 6.8% to €5.65, as it played 
catch up with general decline of the other Irish banks. The ISEQ’s construction sector had a positive session, led by CRH jumping 
4.8% to €16.24.  
Overnight News : Last night the US had a choppy session closing marginally lower, as optimism over Warren Buffett’s invest-
ment of $5bn in Goldman Sachs was offset by nervousness over the proposed US bailout. Goldman Sachs’ share price rose 6.4% 
to $133, Berkshire Hathaway’s Class A stock climbed 3.4% to close $133,300. The Dow closed at 10825, marginally down 29 
points; while the S&P 500 dropped 2.35 points ending the session at 1186.  
Breaking News : Bradford & Bingley has struck a deal with Barclays to act as its counterparty in its covered bond programme. 
B&B have been forced to find a new interest rate swap provider following its ratings downgrade in July. UK banks have placed 
close to £6bn on deposit in the Bank of England instead of lending it to each other. The move clearly portrays the fears among 
UK banks in the current money market conditions. Washington Mutual’s credit rating was cut once again to CCC from BB by 
S&P. This was its second downgrade in the past 10 days. According to the Financial Times, management is considering various 
proposals on how to sell parts or all of its operations. Recent market declines have driven down valuations, making share buy-
backs a more attractive use of capital.  

News                                                                                          ISEQ Performers/Losers    24/09/08 
 
“ECB in $40bn single-day loan to banks after collapse of Lehman”-(I.I) 
“Buffet’s $5bn infusion seen as boom for financial system”-(The Irish Times) 
“Job numbers plummeting by the week, says ISME”-(The Irish Times) 
“British Energy in £12.5bn deal”-(The Irish times) 
“Bailout fears hit credit markets”-(Financial Times) 
 

 Market Themes & Movers  
 
US durable goods, weekly jobless claims and new home sales : The US Commerce Department is scheduled to release its 
latest durable goods report today and expectations are for a decline of 1.60%, ( forecasts range from 5.9% drop to a 0.6% rise) 
after a 1.3% rise in July. Excluding the volatile transportation sector, orders likely fell 0.5%, after rising 0.7% the previous month. 
This result would be the fourth drop in eight months for durable goods and the largest since January. In addition to durable goods, 
US weekly jobless claims and US new home sales data will also be reported today and expectations are for a decline in both to 
450,00 from 445,000 and to 0.510m from 0.515m respectively. The current tighter credit conditions, slowing consumer demand 
and squeezed profit margins, mean businesses have been trimming payrolls and inventories. Today’s economic releases are set 
to highlight Federal Reserve Chairman, Ben Bernanke’s comments that financial instability poses a “grave threat” to economic 
growth, as the collapse in lending levels dampen companies investment in new equipment and makes mortgages harder to ob-
tain.   
 
Dollar declines as the chances of a Fed rate cut increase : The dollar fell against the euro, ending a two day gain, as Presi-
dent Bush warned the US may face a “painful” recession and traders bet on a Federal Reserve interest rate cut next month. The 
dollar fell to $1.4750 per euro this morning in London, from $1.4621 late in New York yesterday. Market future contracts today 
indicate that the chances of the Fed lowering its 2% benchmark rate by a quarter percentage point at its October 29th policy 
meeting are now 80%, compared with 58% on September 23rd.  
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DAILY COMPANY NOTE  25/09/08 

 BP 

David Dunk   Buy  
     
Target:   £7.00 

 

Current:  £4.87 

FTSE 

Company Profile 
 
The Group's principal 
activities are carried out 
through its Refining and 
Marketing, Gas, Power 
and Renewables, Explo-
ration and Production, 
and Other Businesses 
and Corporate divisions. 
Refining and Marketing 
focuses on oil supply and 
trading as well as refining 
and pet rochemicals 
manufacturing and mar-
keting.  

Statistics 

Fundamental view  

• We continue to have a long term positive view on the Oil & Gas sector. While oil prices have pulled 
back significantly from the July high of $148.47, energy prices are likely to remain at elevated levels 
for the foreseeable future. Within the sector, BP is our preferred pick of the diversified oil & gas com-
panies.     

• BP’s restructuring efforts have shown significant operational improvements, as well as resolving 
issues ath the Texas City and Whiting refineries and the Thunder Horse drilling platform. However 
the market continues to take a negative view on the company as a result of the dispute over control 
of the TNK-BP joint Russian investment . BP and its Russian partner AAR have been locked in a 
boardroom battle for control of the subsidiary. On the 5th of September, BP announced the signing 
of a Memorandum of Understanding (MoU) with AAR over the future of TNK-BP. Although the deal 
is not yet finalised, and several key points have yet to be resolved, including future dividend pay-
ments, this is a major step forward towards a resolution of the deadlock.  

• The MoU represents a compromise that . A reshuffled board will consist of 4 directors for both BP 
and AAR, with 3 new independent directors. The replacement for the BP sponsored CEO Bob Dud-
ley  must be a Russian speaker, though not necessarily a Russian national,  must not be from BP, 
and must have considerable experience doing business in Russia. In addition the agreement in-
cludes an option for an IPO of up to 20% of TNK-BP. While BP have had to make more concessions 
then they would have hoped, its certainly less than the market was pricing in.  

Valuation 

• Our current price target on BP of £7 is very undemanding considering BP’s market position. Cur-
rently trading at 5.9x 2008 earnings, and yielding 6.1%, BP is a strong buy. The current market price 
gives little to no value to BP’s stake in TNK-BP.  Given the nature of the industry and TNK-BP’s op-
erations in Russia, our investment case does contain an element of risk. 

Next Catalyst 

• The next catalyst for the company is the third quarter results expected on the 28th October. Moves 
in commodity prices will also impact BP, as will any further developments in Russia. 

Price Performance 

Oil & Gas 

 

Revenue by Region 

Explo rat io n & P ro duc t io n 89%

R efining & M arket ing 9%

Other 2%

Key Support: 463.90 
Primary Resistance: 499.48 
Secondary Resistance: 534.92 

Stock still remains dominated by its medium term downtrend, as the recent 
test of trendline resistance failed. With key support lying close at 463.90 this 
downtrend could be attempting to bottom out for the near term. However, with 
weekly momentum remaining bearish, the risks are very much to the down-
side, and a break of this support level would imply that next key support lies at 
395.25. 

Major Shareholders % Peer Group Multiples.
M&G 3.3 Company name P/E 07 P/E 08 EPS Growth 07-08
Barclays Global 2.1 BP 8.9 5.9 33.73%
Standard Life 2.0 Royal Dutch Shell 6.8 6.6 2.72%
Kuwait Investment 1.8 Total SA 7.5 6.7 10.20%

Shares Outstanding 18,727m

Share Data Financial Data 2007 2008e 2009e
Current Price (£) 4.87 Revenue (£m) 148,180 209,445 210,822
Mkt Cap (£m) 90,778                 PBT (£m) 16,210 24,789 24,560
Reuters BP.L EPS (£) 0.55 0.83 0.82
Bloomberg BP/ LN P/E(x) 8.9 5.9 6.0
Sector Oil & Gas DPS (£) 0.21 0.30 0.32
CEO Tony Hayward Yield 4.3% 6.1% 6.6%
CFO Byron Grote     
W ebsite 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 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. Oliver Gilvarry, David Dunk, Stephen 
Taylor and Edward Keeling are responsible for the production of this report. Oliver Gilvarry is Head of Research and David Dunk, Stephen Taylor 
& Edward Keeling 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. 


