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Equity markets have entered a consolidation phase following their renewed move higher from mid-July, with all major indices now trading in a 4% range. The failure of
markets to breakout either higher or lower is partly reflective of the traditional summer lull with trading volumes extremely light and also due to continued focus on
short-term trading. With the reporting season now out of the way the recent market moves have been driven by the economic news flow. This data has on balance
been more positive of late, particularly out of Europe with recent French and German GDP data recording surprise gains, while last Fridays Euro-Zone PMI reading
also showed a larger than expected gain. In the US, the data has in general also been more positive and has increased optimism about the pace of economic recov-
ery. The one cause for concern however and the biggest impediment to a more assertive move higher by markets is the consumer related data. The recent weak retail
sales data and the uncertain labour market (while the pace of job losses is slowing, they are still historically high) have raised concerns about the sustainability of a
recovery without the participation of the consumer. We believe in the short-term that this will continue to weigh on markets which will remain in their recent narrow
ranges, but that the positive momentum that has been in place since March will remain intact and provide the potential for further gains once this period of consolida-
tion is complete. For traders, we continue to trade the now apparent ranges in the basic resources, oil, and banking stocks, while for longer-term portfolio clients who
are long our recent calls in stocks such as Vodafone, Aviva, Microsoft, GSK, and BP we would recommend retaining these positions.

TRADING IDEAS. EARNINGS & PREVIEWS

Irish Life & Permanent (ILP) report interim results on Weds at 7.00am. The market will be watching to see if the Life and Pension business gen-
erates enough profits to off-set the losses in the bank. Banking margins we believe will have fallen further from year end, and guidance will now
IL&P be at the lower range of management’s guidance of 90-100bps. We expect margins at the half year to be 90bps, with a move towards 95bps by
the end of year following on the recent increase in SVR. Lower banking margins will reduce pre-provision profits as the reduction in costs will not
Price: €3.64 have kept up with the pace of margin erosion. The Life business will be impacted by lower consumer demand, but the results will show Irish Life
continuing to gain market share at the expense of weaker peers. Despite this gain in market share we don’t expect an operating profit in the Life
business to be sufficient to absorb the impairments from the banking book. The loan book will not have fallen in size significantly since the half
Under year, but arrears will have moved higher across the loan book. In the UK following comments from UK banks, the Buy-to-Let book in the UK
Review could show signs of stabilisation with the rate of arrears slowing. Overall, the results will be weak from ILP on Weds as the recession in Ireland
impacts on both its businesses. We are not buyers into the results and would only buy in any weakness after. The results should also provide

detail on the proposed re-structuring of the group through the creation of a new holding company.

Kerr

GI'Opr The focus on the Irish banks over the last number of months has moved focus away from the food stocks that are listed on the Irish exchange.
Kerry Group are reporting Tuesday morning with an expected EPS of 66¢ at the half year with management to re-iterate guidance on full year
Price: €17.80 EPS in a range of 160-165¢c. We believe for the full year, EPS will be at the higher end of guidance at 164c. We expect margins to continue to
P/E - 10x improve with Food Ingredients increasing by 40bps compared to the first half of 2008 to 8.5% and Consumer Foods to increased 20bps over the
Div: 1.4% same period to 6.6%. With good cost controls and a diversified business model, we are buyers of Kerry into results on Tuesday and we maintain
Target: €19.90 our BUY rating on the stock with a price target of €19.90. Other food stocks to consider are Greencore and Aryzta, which have strong balance

sheets and good cashflow generation.

Buy

Rio Tinto reported interim results last week, following on from its production results last month. Underlying EBITDA and earnings at $6.1bn and
Rio Tinto $2.6bn were slightly behind market expectations, but still represented a very solid performance over the period. The company remains on track
Price: £25.19 for cost savings in the current year of $2.5bn, and asset divestments are progressing well with $3.7bn announced so far. Rio Tinto is in exclusive
P/IE: 15.2x talks with a buyer for the bulk of the Rio Alcan packaging business that would raise an additional $2.025bn. Thus far this year, Rio Tinto has
Div: 2.8% reduced its net debt from $39.1bn to $24.3bn. Management struck a more cautious note than in previous statements with regards to near term
Target: £28.00 ©utlook. This is in-line with our view of a pullback in metal prices in the short term, as Chinese restocking comes to a close. We see any resulting
Buy weakness in Rio Tinto’s share price as an opportunity to initiate new long positions as the long term fundamentals for the sector appear attrac-
tive.

Core
We still remain positive on our core portfolio holdings of Vodafone, Aviva and BP despite their strong gains over the last number of months. All

HOIdmgs companies have reported strong results over the last number of months and we continue to recommend clients to hold on to positions.

Vodafone ® Inrelation to Vodafone all of the large cap European telecom companies have reported strong results and showed their resilience during
the economic downturn. Vodafone remains our preferred pick due to its emerging markets exposure in particular in India where it has the
third largest mobile operator. The group’s valuation remains attractive on 9x forward earnings providing a well covered dividend yield of
5.5%.

BP e  BP remains our preferred pick amongst the integrated major oil companies. The stabilization in oil prices at current levels reduces the pres-
sure on BP very attractive dividend policy. We see the potential for BP to be a major player in the rejuvenation of the Iraqi oil industry fol-
lowing on from the contract to manage the rumaila field awarded in recent months

Insurance _ _ ) _ _

sector Another call we have made in recent weeks has been in the insurance sector. We have recently recommended investors to look again at
the insurance sector. Our preferred plays in the sector are Aviva and Prudential, both of whom are trading below their EV of £4.14 and

£5.44 respectively.
CRH CRH is due to report interim results tomorrow for the six month period ending June 30th. The group has already provided detailed trading state-
ment for the period indicating that it expects EBITDA to decline by 40% to €660m. The company’s outlook for the rest of the year is likely to re-

Price: €18.55 main cautious. However with recent data out of the US and Europe stabilising, the group may be slightly more upbeat in relation to 2010. At the

PIE.' 18;( conference call at its last trading update, CRH indicated that it had already seen orders from the US Recovery and Reinvestment Act and we
Div- '3 39 expect more detailed information on that. In addition the market will be looking for further details in relation its cost savings program where it

recently raised its target by a further €555m in annual savings between 2009 and 2010. We will also be looking for an update in relation to its
acquisition strategy. As CRH is currently within 3% of our price target we would not be advising buying the stock ahead of its results.

Earnings Week Ahead Economic Week Ahead

Mon: (Kingspan, INTERIM) (Petrofac, INTERIM) ) . ) .
. ) h Mon: EC, Industrial New Orders MoM (10:00) US, Chicago Fed (10:00)
Tues: (CRH,INTERIM) (Kerry Group, INTERIM) (Burger King, Q4) (Persimmon, Tues: GE,GDP (07:00) GE, Capital Investment (07.00) UK, BBA Loans for House

INTERIM) ) .
. . . . Purchase (09:30) US, Consumer Confidence (15:00) US, Richmond Fed (15:00
Wed: (Aminex,EGM) (FBD.’ INTERIM) (G'a”b"”?’ INTERIM) (Irish L'fe’.INTERIM) us House( Price)lndex (15:00) US,ABC Cons(umer C))onfidence (22:00) ( )
E\ljvalggm?rvégihl/lr;tﬁlzllgggglr:ovcv}g"' Interim) (Antofagasta, Interim) Wed: GE, IFO Business Climate (09:00) GE, MBA Mortgage Applications (12:00)
’ y GE, Durable Goods Orders (13:30) US, New Home Sales (15.00)

Thurs: (Aer Lingus, Interim) (Dell, Q2) (Fortis, H1) (Natixis, Interim) (Credit Agricole, . .
02) (Disgeo. Fna) (Kazaktmys, nteim) (Premie O, Inerm) (Novel, @3) 104 US. Durable (13:30) US, New Home Sales (15 00) GE: Consumer CPI US,

Fri: ~ (C&C, AGM) (IN&M,INTERIM) (Tiffany & Co, Q2) (Iberia, Q2) (Partyaming, Q2) £ )k GDP (09.30) EC, Business Climate Indicator (10.00) US, PCE Deflator
(Carrefour, Q2) " (13.30) US, University of Michigan Confidence (15.00)

Target: €19.00
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Relevant news

Recently reiterated earnings guidance.

BP indicate it will continue to invest in future produc-
tion and pay dividends despite falling oil price.
Ahead of interim results this week

We remain positive on the group after meeting with
management

E.On says it is looking to buy back €4.25bn of bonds
to make more efficient use of cash.

Q3 results slightly ahead of consensus estimates
Ahead of interim results this week

Confirms extension to standstill agreement with
bondholders

Recently reported earnings in line with expectations
Deutsche Bank initiated coverage with buy rating.
Announces sale of Razorfish for $560m

Issues reassuring trading update

What it says in the ‘Sundays’

Company

IN&M

Irish Financials
UK Economy
Irish Financials

Kingspan

Paper

S. Bus Post
S. Bus Post
S. Telegraph

S. Tribune

Headline

INM decision could lead to O’Brien clash
Fine Gael is playing dangerous Nama game
Investors put BoE money into banks

Bank of Scotland Ireland private equity deal sinks

S. Independent Kingspan is still too costly

Corporate Visits

COMPANY

AIB
Kingspan
FBD

Irish Life & Permanent

PRESENTATION DATE

27th August
31st August
31st August

3rd September
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Eq uities Lew Change WTD Change YTD Div Yield P/E09 Current Change YTD
Crude 73.84 59.6%

ISEQ 2993 14%  281% 21 148 Cold 052 95 8.3%
FTSE 4851 29%  4.38% 44 139

DAX 5462 -27% 14.2% 38  16.2 Exchange Rates

DOW 9505 19%  83% 31 149

S&P 500 1026 2.2% 13.6% 2.6 17.2 Current  YTD Change Year End (est)
NAS 2020 18%  282% 09 245 e 1.430 2.3% 1.40
EUROSTOXX 236 26%  191% 43 150 eur gbp 0.867 9.1% 0.85
NIKKEI 10524  -3.3% 194% 1.8 453 eurjpy 135.67 5.5% 120
Utilities 531  -2.86 2008 2009 (est)
Travel & Leisure 2.51 5.45 Ireland -1.70% -8.50%
Telecom 2.83 3.30 Euro Zone 1.20% -2.00%
Technology 0.38 15.17 UK 1.00% -4.25%
Retail 162 2497

Personal & Household Goods 066 2138 Central Bank Interest Rates
Oil & Gas 362  13.67

. Current 3 month Year End (est)

m:ﬁlrin e g'gg g"g Euro Zone 1.00% 0.84% 1.00%
- - 0, 0, 0,

Industrials 274 2432 LIt e O e U0y
Healthcare 199 268 us 0.00% - 0.25% 0.39% 0.0% - 0.25%
Food&Bev 2.67 12.40
Financial Services 3.49 25.03
Construction & Materials 4.90 24.40
Chemicals 3.14 19.20
Basic Resources 2.49 58.32
Banks 2.86 50.46
Autos -1.63 17.07

Monday 24th August 2009
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Regulatory Information
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.

This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes in order to assist investors to make their own invest-
ment decisions and is not intended to and does not constitute personal recommendations nor provide the sole basis for any evaluation of the se-
curities discussed. Specifically the information contained in this report should not be taken as an offer or solicitation of investment advice or, en-
courage 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 circum-
stances 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 issuer(s) in advance of publication.

Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up. Investments denomi-
nated 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. The income you get from your investment may go down as well as up. Figures quoted are esti-
mates only, they are not a reliable guide to the future performance of this investment. Investors should be aware that forwarding looking state-
ments and forecasts may not be realised.

This report is the property of Dolmen and 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.

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 the companies they publish research, views and recommendations
on. Accordingly analysts involved in the production of this report may have positions in any securities herein. Dolmen ensures that all staff dealing
is undertaken in strict compliance with Dolmen’s internal staff dealing procedures. 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
and 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.

Dolmen Stockbrokers, 75 St. Stephen’s Green, Dublin 2, Ireland.
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