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Standard Life

Breaking News
IN&M trading statement

Independent News & Media has said it is on track to deliver double-
digit full-year earnings growth after trading in the first half of 2006
was in line expectations. The group said it expected revenues to
have grown by 3 percent in the first half of the year. Independent
News and Media said ad sales are forecast to be up by over 3.5
percent during the period, with circulation expected to be over 3
percent higher than last year.

Kerry announces share buyback

Kerry Group has announced the commencement of a buy back
programme of up to 2.8 million ordinary shares, representing
approximately 1.5% of the issued ordinary share capital of the
Company. The maximum price payable will be limited to no more
than 105% of the average daily price at which Ordinary Shares are
dealt on each of the 5 dealing days preceding the date of purchase.
The shares repurchased will be held as Treasury Shares. The
buyback authority under which the programme is being conducted is
valid until the 2007 Annual General Meeting.

IL&P trading update

Irish Life & Permanent (IL&P) enjoyed strong trading in the first half
of 2006 as mortgage lending continued to grow strongly and said on
Friday it was on track to meet its targets for the full year. In a pre-
close trading statement, IL&P said its banking business was enjoying
exceptional growth, with new lending significantly ahead of last
year's record levels, while its life insurance operation had also seen
very good first-half trading. On the life side, investment bond,
protection and pension sales were significantly ahead of the prior
year, it said. For the group as a whole, IL&P is forecasting double-
digit percentage earnings growth for the full-year. IL&P said on
Friday gross new lending in the first six months of 2006 was
expected to increase by almost 50 percent over the first half of
2005, with total loan book growth comfortably in excess of 25
percent year-on-year. The main driver was new residential
mortgages in Ireland -- expected to record over €4bn of new
lending in the first half, versus 2.5 billion in the same period of
2005.

Today’s Recommendation

Standard Life (£2.28)

Discount creates upside  Stuart Draper
Reduced range : Standard Life (SL) has significantly reduced the
indicative offer price range for its upcoming IPO on 10th July.
The original price range of £2.40 to £2.90 has been lowered to
£2.10 to £2.70, and follows the 15% fall in the FTSE insurance
sector index between 13/04/06 and 14/06/06. When combined
with the preferential offer price discount of 5% being offered,
this creates sufficiently attractive upside for eligible members
and policyholders.

FTSE eligibility : Assuming that the offer price is set at the mid-
point of the lowered price range, and applying a 5% discount,
would give an effective cost price per share of £2.28. This would
value the shares at a 13% discount to 2006 year end embedded
value per share of £2.63. An offer price of £2.40 would give SL a
market capitalisation of £4.8 bn at flotation, making the
company eligible for the FTSE 100 index.

Discount valuation : SL is now targeting a return on embedded
value for 2007 of between 9% and 10%, following the
announcement of a pre-tax value of new business of £30m for
Q1 2006. This would be a c.30% lower than the UK sector
average 2006 return on embedded value of 13.9%. Discounting
the current UK sector average price to 2006 embedded value
(EV) of 1.4x by 30% would give a price to 2006 EV of 1x. Given
that Standard Life has a high quality pension offering and a fast-
growing asset management business, the company should not be
valued any lower than its 2006 year end EV of £5.269 bn.
Attractive upside : This translates into a 2006 year end EV per
share of £2.63, generating our initial 12 month price target of
£2.60 (14% upside). SL management has stated that the first
dividend of 5.4p for H2 2006 will be paid in May 2007 and that it
will pursue a progressive dividend policy. This is expected to
represent ¢.50% of the 2006 full year dividend, implying a
dividend yield of c.4.7% on the preferential offer price.
Scale-back : SL has over 5m members and customers eligible for
the preferential offer price. Given that they each can apply for
shares worth a maximum of £50,000, and SL is planning to raise
gross proceeds of £1.3 bn from the IPO, a major scale-back of
shares subscribed for should be expected.

Upcoming timetable : The deadline for receipt of application
forms for participation in the offer is 10am on 5th July, and the
final offer price will be announced by 9th July, with dealings in
the shares expected to commence on 10th July : BUY.

Business Press

e  Viridian wins €6m electricity contract (IT)

e The Aer Lingus deal is getting ready for a very quiet take-off (ll)
e GM to shed quarter of workforce this year (FT)

Investment Press

Mittal Steel: White knights are meant to help see off unwanted
approaches from hostile suitors. Arcelor’s attempts to remain
independent by selling a large minority stake to Russia’s Sever-
stal, however, have backfired.
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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
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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 judgement 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
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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
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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.
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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.
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