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Daily Market Comment

Yesterday’s Summary : Outperforming its European counterparts, the ISEQ posted a strong day yesterday closing up 82 points
at 2,502. The biggest news of the day was that Waterford Wedgewood was to be placed in receivership and trading in the stock
would be suspended. However, this had very little impact on the ISEQ’s overall performance, which saw strong gains across
many sectors, led by DCC and CRH whose closed up 3.8% and 2.2% respectively. The banks also posted strong gains with AIB
adding 3.5% to close at €1.77, while Anglo Irish Bank closed up 14% at €0.22.

Overnight News : After the recent brief optimism surrounding US equity markets, Wall Street posted a marginal decline yester-
day as nervous investors sought to book some profits. Among the biggest movers was banking sector after Deutsche Bank cut its
earnings forecasts on all major US commercial banks. This saw JP Morgan drop 6.7% to close at $29.25. Dow Jones: -0.91% at
8,953, NASDAQ: -0.26% at 1,628, S&P 500: -0.47% at 927.

Breaking News : According to media reports this morning, Marks and Spencer is set to reveal about 1,000 job losses tomorrow,
along with a poor Christmas trading update that will put further pressure on the retailer's dividend. M&S is expected to announce
overall revenue down 5.5% to 9.6% and underlying sales in clothing and home-related categories down 6-10%. Next released its
Christmas trading update which came in within market expectations. Despite sales falling 7 per cent in the period between the end
of July and Christmas Eve, the company reaffirmed profit forecasts for its financial year. Ryanair has extended its takeover offer
for Aer Lingus to February 13th, Ryanair received acceptances from Aer Lingus shareholders holding 29.83% of the airline. This
total includes Ryanair’s 29.82% stake.
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Market Themes & Movers

Obama meets with congress over stimulus plan : President elect Barack Obama went to congress two weeks before he takes
office yesterday in an attempt to gain Republican support for a massive economic stimulus package. His proposed plan will cut
taxes for individuals and businesses and spend money on government programs to rebuild the nation’s infrastructure. According
to a Democratic aide, Obama told House speaker Nancy Pelosi he favours a price tag of about $775bn for the plan in total.
Obama has indicated that he will strive for “unprecedented transparency” and is considering publishing online “very detailed infor-
mation about all the projects that are taking place.”

UK house prices continue their decline: The Nationwide Building Society released its December house price survey figures
this morning and it showed that British house prices declined by 2.5% in December, making 2008 their worst performing year
since at least 1991. On a quarterly basis, UK house prices fell by 14.7% in the final three months of 2008 from a year earlier, with
the biggest decline in Northern Ireland where home values dropped 34%.
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CRH

Company Profile

CRH manufactures ce-
ment, concrete products,
aggregates, asphalt, clay,
bricks, chemical lime, secu-
rity fencing products, roof-
ing, insulation and other
building materials. CRH
operates in 19 countries,
including Ireland, the US,
Spain, Germany and the
Netherlands.

Price Performance

Stephen Taylor

Buy

Target €22.00

Current

Fundamental view

This morning, CRH issued a trading update for the full-year 2008. The group pointed out that it expects
profit before tax in excess of €1.6bn which represents a mid-teen percentage decline on the 2007 outcome
of €1.9bn and in line with guidance provided in its Interim Management Statement issued in early Novem-
ber. The group anticipates earnings per share (EPS) to fall by a lesser amount due to its share buyback
program and a lower than expected full year tax charge. CRH pointed out that the 2008 profit outturn is
after an adverse translation impact of c. €50m principally attributed to a weaker average US$/€ exchange
rate. We forecast EPS for 2008 to fall to €2.25 which would represent a fall of 14%. In relation to its out-
look for 2009, CRH acknowledges that the environment is extremely challenging given the ongoing slow-
down in global economic activity. However, the group outlines a number of positive developments which
should help lessen the impact of the slowdown including increasing prospects for a significant US infra-
structure stimulus package and the significant fall off in energy prices along with interest rate reductions.
Overall we view CRH'’s trading statement today as a positive and a further indication that the group has
the ability to outperform despite the current economic difficulties.

In relation to acquisition spend for the second half of 2008, CRH pointed out that it spent €273m on 16
acquisitions and investments bringing total acquisition spend to €1bn for the year. The slowdown in devel-
opment spend in the second half of the year reflected curtailment of development activity in light of the
deteriorating economic environment. The majority of this investment was at its European Distribution divi-
sion which included 1 investment and 3 acquisitions totalling €222m. The Distribution group acquired a
34.8% stake in a 190 store builders merchanting business in France, while it also added a total of 28
stores in Germany specialising in the distribution of sanitary ware, heating and plumbing materials and 5
builders merchants located in the Netherlands and France. CRH will likely continue to employ a cautious
approach to development spend in 2009 with its main focus on the current operations in the business.

CRH has the strongest and most underleveraged balance sheet amongst its peer group which is a major
positive given that corporate credit markets continue to remain dislocated. The company recently an-
nounced that it had successfully completed the renewal and extension of €1.5bn of bank facilities and that
it remains well above debt covenant levels with EBITDA/net interest cover of 7.5x versus covenant levels
of 4.5x. CRH’s continued focus on cash generation through increased cost cutting initiatives which has
already seen it already cut over 10% of its workforce will help the company maintain its investment grade

80.00 credit rating and keep funding costs at sustainable levels.
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gg-gg e  Given the continued weakness in activity we lower our 2009 forecasted EPS to €1.85 from €1.95 to reflect
e © ® the weaker trends seen in the second half of 2008 which we expect will continue into 2009. We are how-
Q\\w@ g&"@ Q&@ ever increasing our price target on the stock to €22 which is based on an increased earnings multiple of

NN 12x as we believe that the market will begin to price in a recovery for CRH through the latter half of 2009

resulting in multiple expansion. With c. 12% upside to our price target from current levels we reiterate our
buy rating on CRH and maintain it as our top pick in the construction sector.
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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.
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