
FTSE 100 Miners                              Analyst: Brian Gallagher 

We recommend that clients take profits in Antofagasta and consider a switch into either BHP Billi-
ton or Rio Tinto. We maintain our long term buy rating on the Antofagasta but given the recent run up 
in Antofagasta we expect the larger diversified miners to outperform near term. Australian based min-
ers including BHP Billiton and Rio Tinto have been buoyed recently by the weak government that is 
likely to be formed following Australia’s first hung parliament in over 70 years. This lack of majority has 
brought recent taxation legislation into question which is positive for the miners who have considerable 
assets in the country. Moreover, last week’s stronger global macro data in the form of Indian & Austra-
lian GDP and Chinese data has reinforced our view that emerging markets will continue to drive the 
global economy. BHP Billiton and Rio Tinto currently trade on more attractive relative valuations than 
Antofagasta. 

IPM - Company Update                    Analyst: Oliver Gilvarry  

Irish Life & Permanent’s (IPM) results were well received with the performance in the Life business 
offsetting some of the losses in the banking arm. Impairment charges of �150m were better than ex-
pected but credit quality remains weak in the mortgage book with impaired loans at 3.16% of the loan 
book compared to 2.14% previously but at least the rate of increase in same has slowed. The life busi-
ness should continue to perform in the second half of the year, but the bank will most likely remain 
under pressure due to lower banking margins and elevated loan losses. The release of value from the 
life book is central to the creation of value and this will only be achieved if IPM is a catalyst for consoli-
dation in the Irish banking market, with the sale of EBS, and the IPM bid for same being the next de-
velopment. Guidance from IPM is for this process to be completed in late September to early October. 
We are meeting with Management today to discuss further the results and the strategic direction of the 
bank. We see value in the stock but it will trade in line with the other Irish banks until a decision is 
reached on the future of EBS.              

Tesco -  Buy                Previous Close  (413p)                  Target (465p)                     Analyst: Stephen Taylor  

We remain buyers of Tesco at current levels and it is our preferred UK retail play. With the UK’s unem-
ployment rate remaining well below that of the US and Europe (ex Germany), we expect the UK con-
sumer to continue spending at current levels. There was much comment this week on higher UK infla-
tion which is positive for Tesco as it improves pricing power and therefore operating margins. Tesco 
also benefits from international exposure with over 30% of revenue being generated from outside of 
the UK with a significant proportion from higher growth markets including Asia. Shares in Tesco offer a 
dividend yield of 3.16% on what is a growth story. Warren Buffet’s Berkshire Hathaway also recently 
increased its stake to over 3% in Tesco. Finally, Tesco's  peer, WM Morrison will report this Thursday. 

Vodafone - Update                     Analyst: Stephen Taylor  

We continue to maintain our positive stance on Vodafone and recommend buying on weakness. Con-
tinued speculation surrounding asset sales is likely to continue as management is currently reviewing 
all operating activities and will provide a short-term catalyst for a break through the 160p level. In par-
ticular speculation over the sale of China Mobile could benefit. The group’s earnings outlook is improv-
ing with both organic service revenue and data traffic showing growth. Vodafone also pays an attrac-
tive dividend yield of c. 5.5% and has committed to increasing its dividend by 7% per year over the 
next three years.    

Other Ongoing Stock Calls 

Tullow Oil: We continue to recommend that clients exercise caution when trading Tullow Oil as the 
stock is facing high event risk with the tax dispute between the Ugandan Government and Heritage Oil 
still unresolved. 
CRH: Shares in CRH will continue to trade dependent on economic data. Last week’s non-farm payroll 
figure showed that 20,000 jobs were added in the construction sector a potential leading indicator of 
improvement. 
Smurfit Kappa: Recent upgrade of Mondi debt is a positive for the sector as is talk of more consolida-
tion according to Stora Enso. The slightly better than expected China data was also a positive for last 
week. Due to these positive newflows last week, we remain buyers of the stock.  
 

This Week’s Market Events  

 Trading Recommendations 

 Weekly Market Commentary September 6th 2010  
 
Last week’s economic data out of the US including the better than expected employment report was 
broadly positive despite the disappointing services figure. The Q/E debate will continue in the back-
ground, but unless data becomes significantly worse, Q/E is not likely before year end. Our US unem-
ployment estimate for the year end is too low and we would expect the rate to be closer to 10% by 
year end. Non farm was positive Friday with better job creation, but a weak jobs market will remain for 
the rest of this year and into next. A break through 10% may be the catalyst needed to force policy 
action from the FED and US Government. Lower growth weakens the outlook for Oil and the dollar 
should strengthen against the Euro as European peripheral countries are  still in focus with Ireland's 
banking issues continuing to weigh.  Bond markets paused for breath as yields reached all time lows 
and while unlikely to rise aggressively the pace of fall must lessen to the absolute level of yields. While 
growth is weak, equity markets became too pessimistic regarding growth and further weakness will be 
offsett by QE  and the benefits of low interest rates. M&A activity continues and will support the equity 
market as August has been a record month. Valuations in the market remain attractive, as earnings 
yields are still high.  For the week ahead there are few economic releases and we expect markets to 
move higher  to the upper end of ranges. 
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