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Breaking News 
Aviva 9 months sales up 18% 

Aviva, the U.K.'s largest listed insurer, increased its total long-term 
savings new business sales by 22% in Q3 on growth in life and 
pensions and investment sales. The company announced that it 
achieved total sales of £22.7bn, up from £18.6bn in the same period 
of 2005. The overall increase reflects growth in life and pension 
sales of 18% to £19bn from £16.2bn. Investment sales rose 54% to 
£3.6bn from £2.3bn. Aviva’s total long-term savings sales grew by 
39% to £10.5bn from £7.5bn and have already exceeded the figure 
for 2005. Growth reflected strong sales through both the 
intermediary channel and Aviva's joint venture with Royal Bank of 
Scotland. Aviva International's total long-term savings new business 
sales rose 11% to £11bn on expansion in key markets.  
 

Royal Dutch Shell Q3 results 
Royal Dutch Shell today posted a 4% fall in Q3 replacement cost net 
profit to $6.9bn but underlying profit jumped sharply to beat even 
the highest forecasts. The replacement cost net profit fall was due 
to the Q3 of 2005's earnings being boosted by divestment gains of 
$1.7bn. Stripping out one-off items such as asset sales and 
accounting adjustments, underlying profit rose to $7.0bn in Q3 from 
$5.8bn in the same period last year. The earnings surprise was partly 
due to stronger-than expected Q3 production, which was 3.25m 
barrels of oil equivalent per day (boepd). This was the same level as 
last year and well ahead of an average forecast of 3.146m boepd. 
Refining profits also came in much stronger than expected, rising 
around 25%, excluding inventory gains, despite lower margins.  
 

Thirdforce announces new 3 year deal 
Yesterday ThirdForce announced it has won a three-year contract, 
worth £700,000, to provide e-learning based training materials to 
Care U.K., a supplier of care and support services. The contract was 
won by ThirdForce's recently acquired subsidiary, Creative Learning 
Media (CLM). Under its new contract, CLM will deliver training to 
Care U.K. in areas including the protection of vulnerable adults, 
patient care, infection control, food hygiene and health and safety. 

Business Press 
 
� Fed resists raising interest rates (IE) 
� Diageo may bid for Aussie drinks firm (IE) 
� Vodafone revamps with Musiwave deal (FT) 
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EQUITIES Close %  +/- P/E '07 YTD

ISEQ 8540 � 4 0.04% 11.0 15.97%

FTSE 100 6215 � 32 0.52% 12.4 10.60%

DAX 30 6265 � 17 0.28% 15.0 15.84%

DOW 12135 � 7 0.06% 19.5 12.54%

NASDAQ 2357 � 12 0.50% 15.6 6.86%

S&P 1382 � 5 0.35% 21.0 11.02%

Change CURRENCIES & RATES Euro Dollar Stg Yen

Euro 1.0000 1.2652 0.6719 150.2100

Dollar 1.2652 1.0000 1.8830 118.7100

Sterling 0.6719 1.8830 1.0000 223.5400

Interest Rates (%) 3.2500 5.2500 4.7500 0.4800

Oil (Nymex) 61.4000
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Investment Press 
� Boeing: It is far too early to count out Airbus altogether. That, at 

least, is one interpretation of Boeing’s unexpectedly subdued 
profit forecasts for next year 

 
 

Today’s Recommendation 
 
INWS (€2.55)              Makes approach to APN           Stuart Draper 
Target : €2.75      (06/10/06 ;  previously €2.60, issued 12/06/06) 
� APN approach : Independent News & Media (INWS) has 

announced that, in conjunction with Providence Equity Partners 
and other private equity providers, that it has approached the 
Board of APN regarding a possible leveraged buy-out of APN. 
The approach is subject to the implementation of the new 
media laws in Australia, and follows last week’s purchase by 
News Corp of a 7.5% stake in Australia’s number 2 newspaper 
group, Fairfax, and Seven Network’s purchase of a 14.9% stake 
in West Australian Newspapers Holdings. 

� New structure : Reports suggest an offer of A$6.02 per share for 
APN, valuing the company at A$3.8 bn. This would value APN at 
18.2x current year earnings, versus the 20.7x paid by both News 
Corp and Seven Network. INWS, which currently owns 41% of 
APN, intends to reinvest sufficient proceeds from the offer to 
retain a 40% interest in APN. However, this change means that 
APN will now be accounted for as an associate company of INWS 
rather than a subsidiary, implying that APN’s debt of €470m will 
disappear off the INWS balance sheet. 

� New capital : As a result of the new private company being a 
leveraged vehicle, it will only be necessary for INWS to reinvest 
a fraction of the proceeds to retain its 40% interest. Even 
though the debt equity split of the private company has not 
been disclosed, it has been estimated that the deal will release 
c.€400m of cash for INWS, in addition to APN’s debt of c.€470m 
disappearing off the INWS balance sheet.             

� High yield : The deal will also enable INWS to takeover the 
management of APN, which may create the potential for 
further synergies. In addition to accelerating INWS’ expansion 
through further bolt-on deals, the new surplus cash means that 
further growth in the group’s dividend can be relied upon, 
including perhaps the payment of a special dividend. INWS is 
already paying the attractive current year yield of c.4.7%. 

� Further upside : INWS’ stronger than sector average earnings 
growth also warrants a premium valuation, even though at 
13.1x consensus 2007 eps of 19.4c, the shares continue to trade 
in line with the current European newspaper sector average of 
13x. Our new 12 month price target of €2.75 (8% further 
upside) is based on 14.3x 2007 eps of 19.4c, which rates the 
shares at a deserved 10% premium to the current sector 
average : BUY. 
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