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Brief Market View

Airlines dominated the headlines last week with BA, Ryanair and EasydJet all releasing encouraging up-
dates, while Air Berlin announced that it was postponing its proposed IPO for a week. British Airways and
Ryanair reported a jump in April passenger traffic on Thursday, driven by the timing of the busy Easter holi-
day break. BA said passenger traffic rose 9.8 percent rise for the month, while Ryanair said its passenger
numbers rose 29 percent to 3.4 million in the month and its load factor rose to 85 percent from 81 percent.
BA's load factor rose 4 points versus a year ago to 78.7 percent in April. easyJet said on Wednesday its
prospects were improving, helped by cost cuts and ancillary revenues. EasyJet said it now expects pretax
profit growth of between 10 and 15 percent for the year compared with a previous outlook for mid to high
single digit percentage profit growth.

Miners were again a major support to the FTSE 100 as copper prices soared more than 8 percent to a re-
cord high, supported by positive comments from BHP Billiton. BHP said industrial metals, either at or close
to record peaks, would stay buoyant until inventories increase from current low levels. Brent crude futures
reached a new record high of $74.97 on Tuesday on persistent fears about supply disruptions, especially
from Iran, and aggressive fund buying across the commodities sector.

Non-farm payrolls data on Friday was the number that markets kept a close eye on all week. US employers
added 138,000 jobs in April, far fewer than had been anticipated, while annual wages rose at the strongest
rate in more than 4-1/2 years, a US Labour Department report on Friday showed. Wall Street analysts had
expected 200,000 new jobs would be created last month. Not only was the actual figure below forecast but
the government also said 36,000 fewer jobs were created in the February-March period than previously
thought. It revised March job growth down to 200,000 from 211,000 originally estimated and February
down to 200,000 from 225,000. The unemployment rate was unchanged from March at 4.7 percent.

Bond prices rallied on the data, heartened that slower job growth might limit further interest rate increase
by the Federal Reserve. The dollar dropped to one-year lows against the euro immediately after the jobs
data was published. The euro shot up to $1.2765 from around $1.2685 before the data

The dollar hovered at one-year lows against the Euro for much of week after the ECB indicated that a rate
hike was likely in June. The ECB announced that is to leave interest rates unchanged at 2.5 percent, but
Trichet said high oil prices and advancing economic growth would cause the ECB to remain "vigilant" about
protecting against inflation. The Bank of England kept its benchmark interest rate unchanged at 4.5 percent
on Thursday.

The dollar had strengthened earlier in week in the wake of comments made by Ben Bernanke in an inter-
view with CNBC. The Fed Chairman said that the Fed was still aggressive on inflation and he was con-
cerned that people would see him as dovish. The dollar jumped immediately higher after Bernanke’s com-
ments that the market "got it wrong," when it took his recent testimony before the JEC as an indication that
the Fed was giving dovish signals on interest rates.

There is no let up in the recent deluge of corporate and economic newsflow over the coming week. In Ire-
land the key events to look out for are Grafton (AGM on Monday), C&C (FY on Tuesday), Fyffes (EGM on
Tuesday and ex div on Wednesday), Anglo Irish Bank (H1 on Wednesday), Mclnerney (AGM on
Wednesday) and United Drug (H1 on Thursday). In Europe we get Q1 numbers from Adidas and
Deutsche Telekom on Tuesday and Thursday respectively. In the UK Aviva and Lloyds hold their AGMs
on Wednesday and Thursday respectively.

The Fed's policy-setting Federal Open Market Committee meets on Wednesday and is expected to nudge
interest rates up another quarter percentage point after its deliberations that will include a discussion of
wage and price rises.
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Sterllng Energy (31p) Management meeting update +353 1 6333 873

Management meeting : Our recent meeting with Sterling Energy management of CEO Harry Wilson and Fi-
nance Director Graeme Thomson, focused on the major amount of new production currently coming on stream

from the company’s Chinguetti oil field offshore Mauritania. Production levels to the end of March averaged Colm O'Reilly
59,000 bpd and should peak at 75,000 bpd in H2 2006. +353 16333 870
Production increase : This keeps Sterling’s oil production on course to average 4,200 barrels of oil per day in

2006 and 5,600 barrels of oil per day in 2007. When combined with the company’s expected average gas Suzanne Berkery
production of 10.96 million cubic feet of gas per day in 2006 and 13.7 million cubic feet of gas per day in 2007, +353 1 6333 881
this would generate cash flow per share of 3.1p in 2006 and 5p in 2007.

Earnings growth : These earnings estimates are based on an average gas price of $7 per thousand cubic feet Sheena Coen

of gas in 2006, and an average gas price of $6 per thousand cubic feet of gas in 2007, as well as an average +353 1 6333 847

oil price of $50 per barrel in both years. Even though the average gas price achieved in 2005 was $6.37 per
thousand cubic feet, with the gas price pushing above $10 last winter, the company was able to hedge forward
a significant portion of this year's gas production at $8.90.

Further upside : Given that peers with production such as Burren Energy and Tullow Oil trade at an average of
7.9x 2007 cash flow per share, and that the majors such as BP and Shell trade at an average of 7.3x 2007

Richard Power
+353 1 6333 891

cash flow per share, it is reasonable that Sterling should be valued at 7x 2007 cash flow per share of 5p. Paul Kelly
Therefore, we now upgrade our 12 month price target from 30p to 35p (13% further upside), which is based on +353 1 6333 867
7x 2007 cash flow per share of 5p.

Recent results : Sterling recently announced strong results for the year ended 31/12/05. Turnover, EBITDA Mark Kelly

and profit before tax of £13.6m, £8.8m and £6.1m respectively were ahead of consensus forecasts of £12.9m, +353 1 6333 883
£6.5m and £4.4m, and were year on year increases of 18%, 13% and 45%. Sterling also announced an explo-

ration well programme in Africa for at least 5 wells to mid-2007, in which the company is largely carried, with Michael Nolan
an expansion of this drilling programme to enhance reserve and production upside anticipated. A 4,000 km 2-D +353 1 6333 628

seismic programme offshore Madagascar has been brought forward and is now underway. Sterling Energy’s
share price has risen by 80% since our BUY note of 01/12/05 : BUY. Main Dealing Line

+353 1 6333 640

Carphone Warehouse (342p) High growth potential

Company profile: The business of The Carphone Warehouse Group is split into two separate areas of activity:
Distribution and Telecoms Services. Its distribution business involves the operation of retail outlets and the
provision of a variety of insurance products for its customers. The Telecoms Services division comprises two
businesses, Mobile and Fixed.

Q4 update: In early April CPW updated investors on its fourth quarter trading. The company said it expects to
report pretax profit and EPS in line with market expectations for the year to March 31, 2006. The company is
expected to report pretax profit of £135m and EPS of 10p in fiscal 2006. It said it had 1,778 stores atthe year DATE COMPANY RESULTS
end and 3.1 million mobile customers. It expects to open a further 250 stores and increase connections by

Earnings Calendar

15% from 2.23 million by March 2007. &My  Gafton AGM
Broadband rollout: In the same release CPW unveiled an aggressive plan to offer free broadband Internet to 9-Nhy C&C FY
consumers who subscribe to its fixed-line voice packages called ‘Broadband Free Forever. Carphone said it

will charge £21 a month for fixed-line voice calls and free broadband Internet, significantly cheaper than pack- 9'|be Fyff&S EGM
ages being offered by existing operators. CPW also announced plans to accelerate the unbundling process to g_Nhy Adidss @]
achieve "full local loop unbundling" at 1,000 BT exchanges by May 2007, which would allow it to reach almost

70 per cent of the population in the UK. The company’s earnings for 2006-07 will take a hit of £50m from 10-Nhy Ango H

broadband related development costs, but the company has said that it expects its broadband division to con- 0 Nhj' nemey AGM
tribute a profit of £30m in 2007-08. 1 M

Outlook: The company said that it expects to have 3.5 million (which appears to be slightly conservative) resi- 10-Nhy Aviva AGM
dential voice customers by 2009, with over half of those taking broadband. It added that the company will look 11-Nhy Ud D'LQ Hi1
to offer small-medium sized businesses broadband over the next six months. With an aggressive store expan-

sion strategy and expectations for the continued strong growth in handset sales and mobile connections in  114Viay Lloyds AGM

Europe the outlook for CPW'’s retail operations is encouraging. 80% of the group’s operating profit comes from
its Distribution/retail network. 11'Nhy Deutsche Tel &4
June results: CPW will report its FY results on June 6 and with numbers unlikely to disappoint focus will centre

on comments regarding the broadband rollout. CPW recently said on that, so far, take up for its Free Forever

package has been five times greater than expected, and we would expect further elaboration on this at the

results.

High growth: Because of the extensive expenditure required in CPW'’s broadband roll-out over the next 2 years

we look to earnings for 2008-09 to appreciate the potential of its Free Forever package. Our price target of

375p is based on 15x March 09 EPS of 25p. Our valuation of represents a 10% premium to its peers in the

non-food retail sector but we feel it is justified by its superior growth potential. BUY
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6) Preview of FY results

Results preview: On Wednesday 31st May, Bank of Ireland will announce results for the year ended 31/03/06.
We are forecasting underlying profit before tax and earnings per share of €1.39 bn and €1.18 respectively,
both year on year increases of 15%. A final dividend of ¢.32.5¢ per share is expected to be declared going ex
on 28th June, providing a yield of 2.2% on the current share price.

Loan growth: Such strong earnings growth is being driven by very strong loan growth at both the group’s Irish
and UK mortgage and business lending operations, as well as buoyant life and pension trading conditions.
Together with IL&P, BOI is the joint number one player in the Irish life and pensions market, and the buoyant
trading conditions in this market should also help stabilise BIAM’s profitability in 2006.

Cost savings: BOI's cost reduction programme remains on course to achieve savings in excess of the €30m
originally targeted for the current financial year. With the bank targeting a total reduction in group staff num-
bers of 2,100 by 2009, this annual cost saving should grow to €120m by then, providing a very useful offset to
the lower margins and increased competition of the Irish bank sector.

Life buoyant: Our view is that BOI's greater than average exposure to the buoyant Irish and UK mortgage and
life & pension markets, when combined with its current cost saving programme should help drive further group
earnings growth of 13% per annum over the next 2 years. This would generate a current year eps of €1.33 for
the 12 months ending 31/03/07, growing to an eps of €1.50 for the 12 months ending 31/03/08.

Problem businesses: This is because the profitability deterioration at BIAM and the start-up costs of the UK
post office joint venture will be much less of a drag on group earnings than they have been over the past 12
months. BOI is also well placed to profit from the recovery in UK mortgage lending which is starting to take
hold currently.

Further upside: Therefore, we recently upgraded our 12 month price target to €16.50 (11% further upside),
which is based on the current European bank sector average of 11x eps of €1.50 for the 12 months ending
31/03/08. When combined with the group’s dividend yield of c.3.4%, this generates an attractive 12 month
return for quite a low risk earnings profile: BUY.
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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 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
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. Dolmen
Stockbrokers is regulated by the Financial Regulator as a Mortgage Intermediary.

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.

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.



