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2010 Investment Conference -

We will be holding our 2010 investment conference on Jan 22" at The Osprey
Hotel conference centre, Naas, Co. Kildare. We will be looking ahead to the
investment markets in 2010 and we will be joined by a number of experts from a
range of investment providers. Presentations will include;

Zurich Life - 2010 Investment Outlook

Standard Life - GARS Fund

BCP Asset Management - Split Deposit Bond 9

EPI - European Property Investments - Income Generator 2
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Light refreshments will be served from 17:30 with presentations starting at 18:00. We would be
delighted if you could join us. Registration is required to attend and you can register your attendance, by
contacting Mary at 045-533511 or mary.sherlock@arkfinance.ie

Shoots Green -

It has been so long since we issued a new edition of The Angle, | needed to
go back and read the last edition from Oct 2008 to remind myself what |
saw for the future ahead. Firstly apologies to those readers of the Angle
who have been searching for a new edition, | can’t believe it's been so long.
I can’t offer any excuses for the delay, apart from being busy in challenging
times and | promise it will not take as long for the next issue.

So what was | saying back in Oct 2008 when we were entering the
eye of the storm? "l feel the immediate outlook for Ireland is bleak, with huge
risks on multinational jobs such as Dell. The biggest failing of the government is
that there is no strategy to replace these jobs when they do eventually go overseas.
SME’s have to let staff go, as they struggle with their working capital requirements.
The duration for the Irish recession, will be best case 18 months, worse
case...well let’s look ahead with a positive attitude.” The Angle Oct 2008.

Well with such positive words in Oct 2008, who would want to read another edition of The Angle!? Okay,
The Dell announcement was no shocker for anyone who has been following the multinational presence in
Ireland. The 18 months duration of the Irish recession was a guess and it looks like technically that will be
about correct. But the Irish economic recovery will take a lot longer that people envisaged back in 2008,
with slow recovery over a protracted period now being the most likely outcome. Annual growth rates of
2% - 5% will be technically a recovery but it may not feel like it on the back of continued government
budgetary cuts, increased taxes and high unemployment levels.
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Globally during 2009 the central banks rolled out massive stimulus actions such as; historically low
interest rates, quantitative easing and a number of other measures to ensure liquidity through the
banking system.

There are lots of signs of green shoots of recovery, but as we have seen during the recent big chill across
the northern hemisphere, big chills can easily kill off any green shoots! Consumer sentiment surveys show
upward trends, industrial output has shown signs of increasing, US housing starts show positive trends,
UK house prices have started to increase and there are many other shoots | could refer to. These are all
positive signs, but it has to be remembered that these small trends are off a low historical base. Also, with
the huge government stimulus packages, of course there should be positive signs, but what happens when
these stimulus packages cease? But for now we will gladly take green shoots over no shoots.

From an investment perspective, 2009 was a great year for asset value growth, with the exception of
property assets. Property markets would appear to have bottomed out, with some positive signs in the

IPD quarter 4 UK commercial property report, which we will look at in the property section.

There continues to be a run on commodities and in Gold. Whereas the Gold rush has become a mini
speculative bubble, the continued demand for natural resources from emerging markets should see
continued growth in commodity prices. Now let’s look at the individual investment sectors performances
and outlooks for 2010.

Equities -

Again what was | saying on equities back in Oct ‘08? "while the headlines talk about market woes, longer
term investors should look to where the growth will come back strongest. The longer term value has to be in
emerging markets, which have little or no direct involvement in the Banking crisis. But emerging equity markets are
feeling the heat, with the expectation of lowering global demand for market exports. | would look at the BRIC

countries; Brazil, Russia, India and China.” The Angle Oct 2008.

Looking at the performance of equity markets in 2009, the best performing markets were Russia, Latin
America, China and India.

2008/09 Equity Market Performance

Market Index 2008 2008 2009 2009
LC Return Euro Return LC Return  Eure Return
Russia RTSI 42.1% -25.2% 125.8% 122.1%
Latin America S&P Lac 40 52.5% 57.9% 91.8% 88.6%
China Shanghai Composite 72.5% 71.3% 80.0% 76.9%
India Sensex £6.2% 66.2% 81.0% 76.3%
Australia S&PS ASK 200 31.3% 45.8% 30.8% 66.4%
Asia MSCIl Asia Ex Japan £65.4% £1.4% 65.9% 63.1%
Hong Kong Hang Seng 52.2% 50.2% 52.0% 49.7%
Ireland ISEQ 41.3% 51.9% 27.0% 27.0%
Germany DA 50.8% A48.7% 26.6% 26.6%
UK FTSE 100 -38.5% -35.8% 22.1% 26.5%
Europe S&P Euro Plus 43.6% 43.6% 23.8% 23.8%
us 5&P 500 41.5% 41.5% 23.5% 21.4%
Japan Mikeii 48.3% 46.2% 19.0% 14.7%
Global S&P 1200 41.9% -39.4% 27.8% 25.7%
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For 2010, there are two schools of thought for equities. One school of commentators believe that there is
still great value in equity markets and that the equity market growth will continue through 2010 with low
double digit growth for established markets. The other school of thought holds the view that; recent share
price increases are pricing in continued growth in corporate profits, which they believe will not be
achieved, as established economies grow at a far slower pace than expected. This more pessimistic school
sees a market correction during 2010 and the whole year will see close to nil growth in established equity
markets.

The reality of what will happen is somewhere in between. There may be a small correction in major
markets; a correction of up to -5% is possible during 2010. Some sectors will grow more than others, but
most economies will crawl out of recession. Pencil in a growth number of 7% in full year established
markets, with emerging markets doing probably three times this number at about 20%. Watch earnings
announcements over the coming weeks to give an indication of what to expect in main markets in 2010.

Commodities - Rodgers Commodity Index
My target for the commodity index in 2010 is 4,200; anything 2008 2009
above that level in 2010 may indicate speculative investment. % Change % Change
Expect commodity prices to rise by almost 30% during 2010.

) ) ] . ) ) Owverall -45% 34 %
The overall index is weighted heavily towards oil and its
byproducts, with over 40% of the overall index weighting made Metals -A0%% 81%
up of these elements. So what is in store for oil prices in the Energy -58 % 37 %%
future? Agri -3 % 8%

If you wanted to see what a speculative bubble looks like, look below at the sharp rise in the price of oil to
a record $147.27 a barrel in July 2008. The chart below shows the average monthly prices from 1988 to
end of 2009. Granted there were fears of an Iranian missile crisis around that time, who remembers that?
But investors chased the upward price trend all the way from about $80 and upwards. But you have to
remember that oil is being consumed and not created. Demand is increasing as emerging markets crave
more cars (The Chinese market is now at 13.6M cars a year) and more power to continue economic
expansion. As well as these demand factors, it is becoming more and more expensive to extract the oil
from the fields that remain. Expect oil to get close to the $100 a barrel again in 2010 and perhaps stay
there for the longer term.
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Property -

Ireland -

Residential — According to DAFT.ie the asking prices for residential houses
nationally reduced by 19% in 2009, or 30% below peak levels seen in 2007.
Prices in Dublin have been worst effected with price drop from peak of
approx 40%. These are based on asking prices not completed sales prices,
so you could probably add another 5% to those figures to get a real figure
of the price drop.

The level of buying activity remains low in the housing market. However
first time buyers are becoming increasingly active. Bank lending still
remains subdued with strict credit criteria and lower loan to value levels
available to borrowers. On the plus side, house purchases are more
affordable due to price drops and lower mortgage interest rates. However
the period of low interest rates may be coming to an end later in 2010, this
has the potential to kill off any green shoots in the recovery of the
residential market.

The outlook for 2010 will be increased activity in the first time buyer segment, but prices will not show
any level of increase until 2011, with the risk of price stagnation if interest rates rise faster than the Irish
economy recovers.

: Vial Commercial — Many assume that the Irish commercial
Prime Yields property market is dead. Quite from it, according to the CBRE

November Ireland property research report, there was €71M

Refail {ngh S’rree’r} 6.50% in completed transactions up to the end of the third quarter.
. : DEKA (Germany Open Property Fund) bought Tommy Hilfiger

Refail fﬁhupplng Cen’rre] 8.50% store on Grafton Street for €25M. Demand for prime

Office 7.50% properties is strong from overseas investors, given the

perceived value in the prime segment of the market.

Retail Warehouse 8.50%
Overall commercial property prices in Ireland have dropped
Industrial 2.00% 45% from peak to trough, with that trough just about being
reached now.

UK -

Residential — According to the Halifax UK House price survey, UK residential
prices rose 1% during December, the sixth consecutive month showing
positive growth. 2009 saw UK house prices increase 5.6%. Prices have risen
9.3% from their low in April 2009, which saw UK house prices fall -23%
from their price peak in Aug 2007. The recent UK labour market data shows
an increase in the numbers within the UK labour market, this coupled with
very low interest rates is certainly stimulating the market, which had seen
transaction volumes fall by almost 65% peak to trough. | would expect
further price increases in 2010, but low to middle single digit growth to be
expected.




UK — Commercial - UK Commercial property returns would appear to have
turned the corner , with Nov ember 2009 figures showing monthly capital growth
of 2.4%, which brings the compounded growth since Aug 2009 to 5.4%. Year to

date 2009 capital growth at end of November was still -8.4%. The rental yield on
UK commercial property within the IPD index is now running at 7.4% an
attractive yield for those who have a ccess to capital to acquire properties

The drop in values since mid 2007 has been over 40%, so a recovery in the

sector will take a long time to correct recent losses. The UK economy has been

hit particularly hard during the recession, with the drop in t he value of sterling
indicative of the economic problems. This drop in sterling against the euro, has
heaped the pain on euro investors in UK commercial property.

Bank Of England rates would appear to be still on hold at historically low levels for at le ast the first half of
2010. Low rates and weak sterling certainly would favour investment in UK commercial property, but bank
lending for deals is still difficult to secure, but not impossible.

UK Commercial

Property Returns Trend - Quarterly Returnsto Sept 2009

Germany - Commercial

The annual IPD index is not yet available for Germany, however from

examining a number of properties across Ark Finance client portfolios
we can see a capital decline of approx -8% during 2009, this was on the
back of a price decline of  -1.4% in 2008 (total 2008 return 3.5%). But
rents did not come under the same level of pressure as in the UK, but |

would still expectthe to  tal 2009 returns to be negat ive, will most likely
be around -5%)



