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We indicated here last week that the real test of the ability for equity markets to move higher would be the Non-Farm Payroll data and that a figure in excess of
300,000 could be problematic. Unfortunately our caution was justified with the 533,000 number the worst monthly reading since the 602,000 number in December
1974 when the global economy was in the middle of an oil induced recession. While oil is not the reason for the current economic downturn the situation is
nonetheless extremely serious. The multitude of stimulus packages being proposed and the extraordinary measures being taken by global central banks to cut
interest rates are having minimal effect with the root cause of the current crisis, US housing, still in decline. The effect of the housing market decline cannot be
emphasised enough as not only has it derailed the banking sector, it has severely damaged one of the key drivers of US growth, the consumer. Having used their
properties as personal ATM machines to fund their spending, the consumer is now crimped by negative equity and the prospect of no job. The turning point for equity
markets will only arrive when the housing and consumer sectors gain some traction and in an effort to achieve this goal the authorities will continue to cut rates.
Against such a background and in a week that has US Retail Sales data as the main economic release, equity markets will continue to remain volatile within their
recent trading ranges.

TRADING IDEAS. EARNINGS & PREVIEWS

“Money for
Nothing”

Last week saw historical moves in interest rates in the UK with interest rates cut by 1.00% leaving base rates at 1950’s lows of 2.00%. In
the Euro-Zone the ECB were less aggressive than the Bank of England, but still cut by 0.75% leaving base rates at 2.50%.

Growth estimates for both economic areas in 2009 have constantly been revised downward with the ECB’s own estimates now at -0.5%
from +1.2% in September. In the UK, the Government estimate a fall in GDP of 1.25% next year with market estimates for negative
growth in 2010 also. Unemployment levels in the UK and Europe will increase from the low levels over the past number of years as the
reduction in balance sheets underway in banks and companies affects workers. The process of deleveraging balance sheets will not only
affect companies, consumers will also have to undertake this process as they repay the cheap credit borrowed over the last number of
years that financed their consumption.

In the UK, the current rate cycle isn’t complete, but the next rate cuts will be towards the end of Q1 after the 300bps in the last 3-months.
Interest rates will reach the bottom at 1.50% as the BOE help ease the worst effects of the current recession. The fiscal stimulus pack-
age introduced by the UK Government will help boost the economy, but the future tax hikes that will pay for the increased government
borrowing means interest rate will remain at 1.50% out to 2011 to foster growth in the economy as taxes increase.

The ECB will now pause and see the effect of the rate cuts over the last 3-months and determine if the rate cuts are been passed on by
banks, but Euro-Zone interest rates will fall as low as 1.75% by June 2009 and will remain at these levels for 2009 and 2010. The level of
total Euro-Zone Government borrowing to GDP will not be as high as in the UK implying lower tax increases and less need to support the
consumer by keeping rates low. Once the ECB see inflationary pressures over the course of 2010, interest rates will be increased from
historic lows.

Cc&C

Price: €1.06
P/E: 5.5x
Div: 11.5%
Target: €2.1

Buy

Fundamental View : Following on from the announcement by C&C on Monday regarding the appointment of a new CEO, C&C have set
a date for an EGM to approve the proposed compensation scheme, on the 18" of December. The company intends to issue 16 million
shares under the scheme, 12.8 million to the new executives, with the remainder available to new and existing executives. The shares
are subject to vesting conditions, which accelerate in the case of a takeover. In the event of a successful bid of €2.50 or greater occurring
in twelve months time, two-thirds of the participant’s allotment would be vested. A successful bid made above €2.50 in two and three
years time, would yield a five-sixths and full vesting, respectively. In addition, dividends due to shares in the scheme are waived until
they have been fully vested and paid for. As a result, it would be in the interest of the new management to reduce dividend payments by
the company.

Next Catalyst : The next potential positive catalyst is likely to relate to the current strategic review, the results of which will probably be
released early in the new year. Any changes implemented by new management will take time to take affect, and won’t mitigate the ex-
pected poor industry data in the coming months. Sterling weakness is also a negative for C&C.

BP

Price: £5.04
P/IE: 4.8x
Div: 6.2%

Target: £7.00

Fundamental View : Energy prices continue to weaken as the global economies slow down. Thus far, OPEC cuts in production have
lagged behind the sharp declines in demand. This has led to significant builds in inventories over the last few months. Weak energy
prices are likely to persist over the coming months. Looking past this, the oil & gas sector, and our preferred pick BP, offers attractive
value due to the long term fundamentals in the sector. We expect the integrated majors to emerge stronger from the current climate, due
to healthy balance sheets and strong cash flows. Among the exploration sub-sector of the oil and gas industry, our preferred pick is Tul-
low. However we expect the integrated majors to outperform the exploration sub-sector.

Next Catalyst : BP reports its fourth quarter results on the 3™ of February, while Tullow is expected to release its full year results on the

Buy 11" of March. Tullow is also entering a key phase in its exploratory operations, with numerous drilling results over the coming months.
Thomson Fundamental View : We believe that the outlook for companies heavily exposed to financial services is likely to remain difficult through-
Reuters out 2009 and expect further earnings downgrades to come. Thomson Reuters is particularly exposed to this downturn as it generates c.
Price: £13.79 55% of its revenue from its markets division. With up to 15% of employees expected to lose jobs at financial services firms in the City of
PIE'- 1 5x London and Wall Street over the next year. Citigroup recently announced it was due to cut 50,000 jobs an indication that the loss of jobs
DiV" 6 5'% across the industry could be worse. At 11.5x forward earnings the company looks expensive in the current environment when compared
Targe.t' £'10 00 to peers McGraw-Hill and Reed Elsevier. Note : with all short positions we recommend using a stop loss.
: ' Next Catalyst : Thomson Reuters is due to report fourth quarter earnings on 24/02/09 and we expect the company to issue cautious
Sell guidance on 2009.
Wo|se|ey Fundamental View : Shares in Wolseley traded flat last week despite the Bank of England lowering interest rates by 1% to 2% and the
ECB lowering interest rates by 0.75% to 2.50%. Given that all of Wolseley’s exposure is to slowing European and US economies we
Price: £3.35 believe that shares in the group could trade lower in the short to medium term as the group’s valuation is adjusted downwards. The
P/E: 8.5x group currently trades at a premium to its sector at 7x EV/EBITDA when compared to its sector average of 6x and CRH of 5x. We be-
Div: 3% lieve this premium is unwarranted and set a share price of 240p based on 6x 2009 forecasted EBITDA of £650m. Note : with all short
Target: £2.40 positions we recommend using a stop loss.
Sell Next Catalyst : Wolseley is due issue a trading update on 26/01/08.

Earnings Week Ahead Economic Week Ahead

Mon: National Semiconductor (SALES), Air Berlin (TRAFFIC),
Whitbread (Q2), McDonalds Corp (SALES).

Tues: Ashtead Group (Q2), Axa SA (S/Holders), Deutsche Lufthansa (Investor).
Wed: JJB Sports (Interim), Kroger (Q2), Autozone (Q1).

Thurs: HMV Group (Interim).
Fri: HBOS Plc (Meeting). Fri:

Mon: UK PPI (09:30), German Industrial Production (11:00).

Tues: UK RICS House Price Balance (00:001), Ger Trade Balance (07:00),
Ger Current Account (07:00), Ger Imports/Exports (07:00),

Wed: US MBA Mortgage Applications (12:00), US Monthly Budget (19:00),
US Wholesale Inventories (15:00).

Thurs: ECB Monthly Report (09:00), US Trade Bal.(13:30), Irl CPI (11:00),
US Initial Jobless Claims (13:30), US Import Price Index (13:30).

EU Ind. Prod.(10:00), US PPI (13:30), US Retail Sales (13:30),

US Michigan Confid.Survey (15:00), US Business Inventories (15:00).

UK Trade (09:30), UK Ind. Prod. (09:30), US Pending Home Sales (15:00).
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Dolmen Dozen

WEEKLY UPDATE
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Company WTD YTD Relevant news

Aryzta 17.7% -12.2% In its interim management statement, Aryzta say
sales rose by 32% in the first quarter.

BP -9.3% -22.3%  BP and BG agree North Sea asset swap.

CRH 21% -27.1% CRH completes the renewal and extension of
€1.5bn of its banking facilities.

E.ON -14.6% -51.6% E.ON’s chief executive says financial crisis won’t
impact sale of German transmission power grid sale.

Hewlett-Packard -8.6% -36.1%  Hewlett-Packard plans to further integrate EDS .

IL&P -3.5% -86.3% Permanent TSB says may not pass on next ECB
cuts.

IN&M 2.2% -80.2% IN&M announce it is re-locating its London opera-
tions to Kensington in west London.

J&J -4.4% -16.0%  Johnson & Johnson to acquire Israel's Omrix Bio-
pharmaceuticals for $27 a share or $465m.

JPMorgan -0.7% -28.0%  JPMorgan sells $1.25bn in bonds that will be guar-
anteed by the Federal Deposit Insurance Corp.

Microsoft -7.6% -47.5%  Speculation over Microsoft and a $20bn online
search deal with Yahoo.

Paddy Power -4.5% -41.2% Irish government makes some favourable amend-
ments to bookmaker tax.

Vodafone -0.5% -32.6% Vodafone plans to sell 10 year benchmark sterling
bond.

What it says in the ‘Sundays’

Company Paper Headline

Ryanair Sunday Tribune Ministers have ‘open mind’ about Ryanair bid
Irish Banks Sunday Times Probe into assets of six banks

Aer Lingus Sunday Times Meeting angers Aer Lingus

Aer Lingus S. Business Post  Aer Lingus looks to EC to block Ryanair takeover
Anglo Irish Bank  S. Independent Bankers living in lala land

fr—

Qil & Gas

Utilities

Retail

Telecom

Healthcare

T T T
-30% -25%  -20% -15%  -10% -5% 0%

Corporate Visits

COMPANY PRESENTATION DATE

Anglo Irish Bank 5th December

Monday 8th December 2008
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Equities el change WD Change YTD DivYield P/E0S Current Change YTD
o ) o Crude Oil $40.81 -57.4%
ISEQ 2481 -2.2% -642% 6.7% 5.9 Gold spot $756.45 -9.3%
FTSE 100 4049 -5.6% -37.3% 6.2% 7.6
DAX 4381  -68% -457% 55% 111 Exchange Rates
Dow Jones 8635 -2.2% -34.9% 3.6% 10.4
S&P 500 876 -22% -40.3% 3.3% 18.9 Current  YTD Change Year End (est)
Nasdaq 1509 -1.7% -43.1% 1.4% 30.0 EUR-USD 1.272 -12.83% 1.45-1.50
EuroStoxx 50 1993 -1.7% -45.9% 6.1% 8.6 EUR-GBP 0.866 17.85% 0.74-0.78
Nikkei 225 7917 -7.0% -48.3% 2.7% 12.1 EUR-JPY 118.18 -27.45% 165.0
2007 2008 (est)
Healthcare -1.51 -17.82 Ireland 5.00% 0.50%
Telecom 277 -36.54 Euro Zone 2.50:/0 1.5026
Retail -4.01 -45.23 UK 3.10% 0.50%
Autos -4.17 -45.93
Insurance 5.13 -50.21 Central Bank Interest Rates
Personal & Household Goods -5.45 -42.21 Curent 3 month Year End (est)
Food&Bev -6.3 -31.91
Construction & Materials -7.02 -52.44 LEJl}‘(rO Zone 3(5)8:;0 ggg:f ggg:ﬁ’
Media -7.24 -43.24 g Do o
Technology o 08 us 1.00% 2.19% 1.00%
Travel & Leisure -8.75 -48.79 =
Industrials 9.29 -52.33 Credit Market Summary
Flrr:anr;lall Services '?'73 "516'23 Last week saw the CEO's of the Big 3 US automakers testifying
Chemicals -10.88 -46.49 before Congress. Between them, they are looking for $34bn in
g?"'geé -12.32 -45.60 federal loans, with the bulk of the money going to GM. All of the
il > bas -14.30 -43.16 automakers saw steep sales declines, November sales were down
Basic Resources -23.06 -68.73

over 30% on the previous year. GM’s management believes it will
run out of money before the year end without government
assistance. As expected, Bank of America shareholders approved
the Merrill Lynch merger. Primary market issuance continued
unabated. EDF, Hewlett-Packard and Daimler all issued new paper.

JP Morgan, Goldman Sachs and Anglo Irish Bank were issuers of
government bank paper. Looking forward, markets are unlikely to
get an early Christmas present from Goldman Sachs and Morgan
Stanley, when they report in the week before Christmas. The results
cover some of the most volatile trading sessions of the last year as
well as the failure of Lehmans.

Credit Sector Movements

Retail- Spreads on retailers widened noticeably during the week. Cyclical retailers fared the worse, widening substantially, while, non-cyclical
retailers performed relatively better. DSG International spreads widened over 300bps to just 2,000bps, indicating a high level of concern for the
electronics group. Meanwhile spreads on Tesco widened 40bps to 185bps, and Sainsbury spreads moved from 126bps to 166bps.

Interest Rate Outlook

Last week both the ECB and Bank of England EURIUSD EUR/GBP

1.5400

lowered interest rates dramatically by 0.75% and 15200

1.5000

1% to 2.5% and 2%, respectively. We continue 14800 048700
to expect both central banks to continuing lower- 1:3333 08200
ing interest rates over the next few months with 140

the ECB lowering rates to 1.75% and Bank of 1:3600 o

1:3400

England to 1.50% by the first half of 2009. Focus 13200 07200

next week will be in Europe and the US with 12800 06700 L4 ‘

German business confidence in the form of ZEW 12400 . . . & & & R
due on Tuesday, while retail sales in the US on | g o o o & o & &

Friday will also be closely watched. Further dete-
rioration in both figures is expected and will
strengthen calls for further interest rate cuts.

Sterling remained under pressure lat week as
the market expects the Bank of England to have
to make further aggressive rate cuts over the
coming months in a bid to stabilise the rapidly
slowing economy. Sterling is likely to remain
under pressure this week with industrial produc-
tion figures from the UK on Tuesday likely to
show a continuing fall off in activity .

The Euro strengthened last week despite the
ECB lowering interest rates by a larger mount
than expected. The market took the view that
the ECB’s actions may help stave off a con-
tinuing deterioration in European economic
activity. This week may see a rebound in the $
through the latter half of the week if retail
sales for November, which include the
Thanksgiving period, come in stronger than
expected

Monday 8th December 2008



DOLMEN STOCKBROKERS Traders Update

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 & 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 SECURITIES LTD

75 St. Stephen’s Green, Dublin 2, Ireland.  Tel : +353 1 633 3800/1890 400 300 E-mail: info@dsl.ie
45 South Mall, Cork, Ireland Tel : +353 21 422 2122 E-mail: cork@dsl.ie
Theatre Court, Mallow St, Limerick, Ireland. Tel : +353 61 436 500 E-mail: Limerick@dsl.ie




