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Executive summary

US upturn has obvious imperfections ...
The global economy is undoubtedly on course for recovery and there are indeed signs

that the uptrend will be able to continue on firmer foundations than was the case in

spring 2002. Nevertheless, we expect the US economy�s growth momentum will slacken

again in the second half of 2004. We do not expect a broadly-based wave of capital

investment, nor the concomitant positive effects this would have on income and

employment.

Euroland is not gathering any momentum of its own, but is drifting along in the wake of

the global economy. This time, too, the momentum of exports will play a crucial role in

overcoming the tendency towards stagnation.

... Europe to end the crisis of concepts
Work is underway on structural reforms throughout Europe � with different focal points

and different degrees of enthusiasm. A successful implementation of the reforms in

Germany would in our view multiply the reform efforts being mounted throughout the

entire euro-zone. A race to reform would be the logical conclusion, offering at least a

chance of reducing the �European handicap�.

Equity strategy: it�s all a matter of the right mix, ...
Until the end of the first quarter 2004 we expect the European markets will be ready to

bet on a sustained economic upswing � and will be supported in this by the news flow.

Against this background, we believe share prices could well overshoot our targets. Later

in the year, however, these expectation-errors would then have to be corrected again,

and share prices would probably fall very rapidly into line with what we regard as their

fair values. By the end of 2004 we put the fair value of the DJ STOXX50 at 3,100 points,

and our target for the DAX is 4,300 points.

... we recommend more alpha and less beta
Our list of recommended stocks has so far focused on shunned cyclicals, i.e. those

companies whose share prices have not yet reacted very conspicuously to the improved

economic environment, but which might have been expected to do so given their

positioning in the economic cycle. The companies we particularly fancy here include

BASF and Linde. In addition, we have picked two other attractively-valued cyclicals �

Volvo and Siemens.

The early switch to defensive stocks is intended to reflect to the changed risk-return

profile at the market and sector levels. The companies we have selected also react

sensitively to improved economic conditions and are viewed as attractive within the

defensive cluster. Besides Deutsche Telekom, our favourites include E.ON and Nestlé.

In the financial sector we bet on UBS, Bank of Ireland and Allianz.

Recommendations list

Company Rating

Price 25/11/2003 Target price

BASF Outperform

�41.4 �50

Linde Buy

�40.0 �48

Siemens Outperform

�60.8 �67

Volvo Outperform

SEK 207 SEK 230

Deutsche Telekom Outperform

�13.6 �15.5

E,ON Outperform

�46.4 �55.0

Nestlé Outperform

CHF 299.5 CHF 330

Allianz Outperform

�91.0 �101

Bank of Ireland Buy

�10.1 �14.2

UBS Buy

CHF 82.5 CHF 111
Source Datastream, WestLB Equity Markets
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Companies mentioned in this report (prices as of 25 September 2003)
Companies WestLB Equity Markets

Sector
Reuters Price Target price Rating

Allianz (�) Financials/Insurance ALVG.DE 91.05 101 Outperform

AWD (�) Financials/Insurance AWDG.DE 25.39 28 Buy

Bank of Ireland (�) Financials/Banks BKIR.L 10.1 14.2 Buy

BASF (�) Chemicals BASF.F 41.4 50 Outperform

Bayer (�) Life Sciences BAYG.DE 22.45 24.0 Outperform

BMW (�) Automotive BMWG.DE 37.70 40 Outperform

Deutsche Post DPWN (�) Transport DPWGn.F 16.1 15 Neutral

Cap Gemini (�) Technology/Software CAPP.PA 42.28 45 Outperform

Converium (CHF) Financials/Insurance CHRZn.S 62.10 75 Outperform

Deutsche Telekom (�) Telecoms DTEGn.DE 13.7 15.5 Outperform

E.ON (�) Utilities EONG.DE 46.40 55.0 Outperform

Epcos (�) Technology/Hardware EPCGn.F 18.9 22 Outperform

Fraport (�) Transport FRAG.DE 22.8 28 Buy

GPC (�) Life Sciences GPCG.DE 7.85 11 Buy

ING (�) Financials/Banks ING.AS 17.73 27 Buy

Linde (�) Chemicals LING.F 40.00 48 Buy

L�Oreal (�) Consumer OREP.PA 62.50 71 Outperform

Lufthansa (�) Transport LHAG.DE 13.1 17 Buy

LVMH (�) Consumer/Luxury Goods LVMH.PA 60.35 62 Outperform

Metro (�) Consumer/Retail MEOG.DE 35.60 39.40 Outperform

mmO2 (p) Telecommunications OOM.L 70p 75p Buy

Nestlé (CHF) Consumer/Food Producers NESN.VX 299.5 330 Outperform

Novartis (CHF) Life Sciences NOVZn.VX 54.40 60 Buy

Pernod Ricard (�) Consumer/Beverages PERP.PA 90 90 Neutral

Philips (�) Technolgy/Hardware PHG.AS 23.80 28 Outperform

RWE (�) Utilities RWEG.DE 26.41 30 Outperform

Telefonica (�) Telecommunications TEF.MC 10.8 12.2 Outperform

TietoEnator (�) Technology/Software TIE1V.HE 24.40 27.0 Buy

TPG (�) Transport TP.AS 18.2 19 Outperform

SAP (�) Technology/Software SAPG.DE 127.95 140 Outperform

Siemens (�) Technology/Hardware SIEGn.F 60.8 67 Outperform

UBS (CHF) Financials/Banks UBSZn.VX 82.55 111 Buy

Volvo (SEK) Automotive VOLVB.ST 207 230 Outperform

Source WestLB Equity Markets Estimates



Current disclosures as required by regulatory authorities regarding companies mentioned in this report may be obtained from:

The Compliance Department
WestLB AG
Woolgate Exchange
25 Basinghall Street
London EC2V 5HA

WestLB Equity Markets: Distribution of ratings as of 01 October 2003

Coverage universe Count Percent (%) Investment Banking-relationships* Count Percent (%)

Buy/Outperform 113 44 Buy/Outperform 11 50

Neutral 103 40 Neutral 9 41

Sell/Underperform 42 16 Sell/Underperform 2 9

* Companies from which WestLB AG or an affiliate or subsidiary has received compensation for investment banking services within the past 12 months.

The analyst responsible for this research report or one of his / her associates owns ordinary shares of RWE.

WestLB AG or one of its affiliates or subsidiaries has acted as manager or co-manager of an issue of securities of

Deutsche Telekom and Deutsche Post during the past five years.

WestLB AG or one of its affiliates or subsidiaries received compensation from RWE for investment banking
services during the past twelve months.

WestLB AG or one of its affiliates or subsidiaries owns 1% share or more of at least one class of RWE ordinary

shares.

WestLB AG or one of its affiliates or subsidiaries has a long position in ING, UBS, BASF, Linde, LVMH, Nestlé,

Allianz, AWD, Bayer, Novartis, Philips, Siemens, SAP, Telefonica, Lufthansa, E.ON, Deutsche Post, L�Oreal, Pernod

and RWE for the purposes of Section 34b of the German Securities Dealing Act.

The views expressed in this research report accurately reflect the research analyst�s personal views about any and

all of the subject securities and issuers. No part of the research analyst�s compensation was, is or will be directly

or indirectly related to the specific recommendations or views expressed by the research analyst (or analysts)

responsible for the content in the report.
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Valuation and Risk assessment

Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios
with companies seen by the analyst as comparable or a combination of the two methods.  The result of this fundamental valuation is adjusted to reflect the
analyst�s views on the likely course of investor sentiment.

Whichever valuation method is used there is a significant risk that the target price will not be achieved within the expected timeframe.  Risk factors include
unforeseen changes in competitive pressures or in the level of demand for the company�s products.  Such demand variations may result from changes in
technology, in the overall level of economic activity or, in some cases, in fashion.  Valuations may also be affected by changes in taxation, in exchange rates and, in
certain industries, in regulations.  This discussion of valuation methods and risk factors is not comprehensive � further information is available if required.

Stock ratings are based on the analyst�s expectation of the stock�s total return relative to the total return from the relevant market during the twelve months
following assignment of the rating.  This view is based on the target price, set as described above, and on the analyst�s opinions on general market and economic
developments.

Within that overall framework, a Buy rating means that the total return from the stock is expected to exceed the total return from the market by at least 20%; Sell
means the stock is expected to return at least 10% less than the market; Outperform means between 10% and 20% excess performance; Underperform means
between 0% and 10% underperformance; Neutral means movement between 0% and 10% above the market mean.

Distribution and Use of Report

This research report has been prepared by a research department of WestLB AG.  WestLB Equity Markets is a brand name used by WestLB AG.  If this report is
being distributed in the United States, such distribution is by WestLB Securities Inc. ("WSI"), a licensed broker/dealer regulated by the Securities Exchange
Commission and NASD Regulation Inc.  WSI accepts responsibility for its contents subject as stated below. Any U.S. person who desires to effect transactions in
any security discussed in this report should call or write to WSI, 1211 Avenue of the Americas, New York, NY 10036, phone (212) 403-3900, fax (212) 403-3939.
Communication in the United Kingdom is by WestLB AG London Branch, and is available only to investment professionals, not private customers, as defined by the
rules of the Financial Services Authority. Individuals who do not have professional experience in matters relating to investments should not rely on it.  Any
distribution in Japan is by WestLB Securities Pacific Ltd. Clients in Japan should contact analysts at and execute transactions through WestLB Securities Pacific
Ltd., Tokyo Branch unless governing law permits otherwise.  Investment in overseas markets and instruments such as ADRs can result in increased risk from
factors such as exchange rates, exchange controls, taxation, political and social conditions.

This report is for information purposes only.  The information contained herein has been obtained from sources believed by WestLB AG and WSI to be reliable, but
which may not have been independently verified.  No guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any
purpose.  Any opinion or estimate expressed in this report reflects  the judgement of the author or authors on the date of this report and is subject to change
without notice. The past performance of securities is not indicative of future results.  No assurance can be given that any portfolio or investment described herein
would yield favorable investment results. WestLB AG, WSI, and/or their affiliates, principals or employees may have a long or short position or may transact in the
(security or) securities referred to herein or hold or transact in derivative instruments referenced to such securities and may trade in such securities with
customers on a principal basis. This material is not intended as an offer or solicitation for the purchase or sale of any security or any other action and will not form
the basis or a part of any contract.  WestLB AG or WSI may act upon or use the information or a conclusion contained in this report before it is distributed to other
persons.

Further information may be obtained from your usual contact within West LB AG. No part of this publication may be copied or redistributed to persons or firms
other than the authorised recipient without the prior written consent of WestLB AG or WSI. The manner of distributing this document may be restricted by law or
regulation in certain countries, including the United States. Persons into whose possession this document may come are required to inform themselves of, and to
observe such restrictions.

WestLB AG London Branch is regulated in the UK by the Financial Services Authority and is a member of the International Securities Market Association.

Copyright: 2003 WestLB AG.  All rights reserved.
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