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Breaking News 
 

Tullow Oil to abandon Kudu-8 appraisal well 
Tullow Oil reported today that the Kudu-8 appraisal well has been 
drilled to a total dept of 4,355m and, following the results of logging 
operations, will not now be flow tested. The company said the well 
was designed to test the potential for additional reserves within the 
Greater Kudu field area, thereby broadening the range of 
development and commercialisation opportunities available. The 
well encountered the targeted gas bearing reservoir sands at 
4,299m, consistent with the results from the nearby Kudu-5 well 
drilled in 1998. However, the reservoir permeability was lower at 
this location. The joint venture has therefore decided not to flow 
test the well, which has now been plugged and abandoned.  
 

Aer Lingus in dispute with pilots 
Aer Lingus said on Monday it would suspend pilots who failed to help 
the Irish airline recruit and train new staff at its planned new 
Belfast base. This follows on from the dispute in August when Aer 
Lingus said it would transfer valuable London Heathrow slots from 
Shannon to a new Belfast base in Northern Ireland. The move 
triggered strike threats by Aer Lingus pilots who fear staff in Belfast 
will be employed on lower pay than those in the Republic of Ireland. 
Yesterday, CEO Dermot Mannion called on relevant staff to assist in 
the screening, assessment and training of new captains and co-pilots 
in Belfast, with a Tuesday deadline set for agreement.  
 

Sainsbury family wants pension deal 
The Financial Times reported that the Sainsbury family may try to 
derail a £10.6bn offer for the J Sainsbury Group if bidder Delta Two 
does not agree to a deal with pension trustees. The newspaper 
pointed out that the Qatari investment fund Delta Two had put 
forward a cash proposal of c.£1bn for the pension fund of J 
Sainsbury, however trustees are asking for £1.75bn. The Sainsbury 
family own c.18% of the UK retailer and were instrumental in 
blocking a 582p per share bid for the company from private equity 
firm CVC Capital Partners earlier this year. They have consistently 
said one of the key areas of focus regarding a sale includes ensuring 
the pension scheme is 'properly looked after'.  

Business Press 
• Trinity Biotech set for exchange delist (II) 

Vodafone buys Sweden’s Tele2 in €778m deal (II) 
• Software giant SAP offers €4.8bn to acquire French rival (IT) 
• Investors secure gains ahead of reporting season (FT) 
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EQUITIES Close %  +/- P/E '07 YTD

ISEQ 8368 ↓ -76 -0.90% 14.1 -11.06%

FTSE 100 6535 ↓ -6 -0.09% 13.2 5.05%

DAX 30 7959 ↓ -15 -0.19% 14.2 20.65%

DOW 13968 ↓ -76 -0.54% 15.2 12.07%

NASDAQ 2729 ↓ -58 -2.08% 26.1 13.01%

S&P 1540 ↓ -13 -0.84% 15.9 8.55%

Change CURRENCIES & RATES Euro Dollar Stg Yen

Euro 1.0000 1.4042 0.6902 164.7000

Dollar 1.4042 1.0000 2.0342 117.2900

Sterling 0.6902 2.0342 1.0000 238.5800

Interest Rates (%) 4.0000 5.2500 5.7500 0.5000

Oil (Nymex) 79.0200
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Investment Press 
 
• Glaxo’s change at the top: After an orderly but agonisingly 

long selection process, GlaxoSmithKline has named Andrew 
Witty to replace Jean-Pierre Garnier when he retires in May. 

Breaking News 
 
BHP (£17.11)   Downgrading from BUY to NEUTRAL   Stuart Draper 
Target : £18         (09/10/07; previously £11.50, issued 25/01/07) 
• Recent re-rating : Within the past 2 months, the share price of 

BHP Billiton has risen by c.45%. Following this re-rating, the 
shares are now trading at 13.2x consensus 2007 earnings per 
share (eps) of £1.30, quite a fair rating for a company expected 
to generate current year eps growth of 13% to £1.30, on the 
£1.15 per share reported for the year ended 30/06/07.  

• Slower growth : In addition to this current year earnings growth 
of 13% representing a significant slowing on the 39% earnings 
growth reported for the year ended 30/07/07, group eps 
growth is expected to further slow to c.7% to £1.39 for the year 
ending 30/06/09. Much of the very strong earnings growth 
reported over the last 12 months was generated by major 
commodity price increases which will not recur in future years.   

• Commodity prices : The average prices of copper, aluminium 
and nickel are all expected to show year increases of 6%, 5% 
and 52% respectively for the year ending 30/06/08, whereas for 
the year ending 30/06/09, the average prices of aluminium, 
nickel and zinc are forecast to show year on year decreases of 
4%, 21% and 7%. As a result, future earnings growth will be 
more in line with the group’s rate of production growth, which 
is expected to average c.8% per annum over the next 3 years, 
helped by the group’s $14.4 bn sector leading project pipeline 
coming on stream. Base metals contribute c.25% of group sales, 
with aluminium contributing a further 13%.  

• Succession risk : BHP’s CEO, Chip Goodyear, is retiring this 
month after 9 years with the group and 5 years as CEO, with 
Marius Kloppers replacing him. As markets viewed Goodyear as 
a steady pair of hands, there is a risk that the new leadership 
results in increased deal risk for equity holders through 
increased group focus on M&A opportunities. 

• Recommendation downgrade : Over the past 6 years, BHP has 
traded in a range of between 10x and 19x current year eps. As 
a result, our view remains that 13x current year eps is a fair 
multiple, particularly given the group’s slowing earnings growth 
prospects explained above. This provides the basis for our new 
12 month share price target of £18 (5% further upside), which is 
based on 13x consensus forward eps of £1.39. With the shares 
only paying a current year dividend yield of c.1.4%, there is an 
insufficient further total return from current levels to justify 
re-iterating our current BUY recommendation. As a result, we 
now downgrade our recommendation from BUY to NEUTRAL.            



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 
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 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. 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 
the Investment Intermediaries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The 
London Stock Exchange, and is authorised by the Financial Regulator under the Stock Exchange Act 1995. 
 
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 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. 
 
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, related to the specific recommendations or views expressed by 
that research analyst in the research report. Stuart Draper, Carl Bourke and Stephen Taylor are responsible for the 
production of this report. Stuart Draper is Head of Research and Carl Bourke & 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. 


