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Markets
The fall of the Euribor continued also on Friday, setting the one and three month interest rates at respectively,
4.731% and 5.045%. Recovering at $69.60, the Brent Crude reached a minimum point 0n Thursday at $65.45:
the market is waiting for the OPEC to cut production. The steep rise of European stock markets in this last week
(see Market Performance Chart) did not have any effect in the United States, where the S&P500 ended down -
0.32%. The earning curve of the Bund shows a fall in general rates, the drop is greater for longer durations.
As for the crisis scenario, the Dutch Government intervened with an injection worth €10 billion in (preferred
shares without voting rights) ING through the fund created the week before. ING will not pay out dividends in
2008.
Hungary’s exchange rate versus the Euro is under pressure since Fitch modified the outlook to negative, the
country received a credit line from the ECB worth €5bn. South Korea announced recapitalizations worth $30
billion and guarantees on foreign operations undertaken by its banks up till $100 billion, in addition to further
measures aimed at maintaining credit for business and industry.

USD Negative and worse than expected macroeconomic figures for the US were released about mid-last week,
despite that, the dollar rose: markets are becoming more and more aware of the fact that a worsening of the
Financial situation in the United States can mean a further deterioration of the macroeconomic environment,
obviously with different effects in each nation.

EUR The Euro is having a tough time in finding its way up: this reflects the serious uncertainties the Euro zone
economies are facing.

GBP Expectations are negative for the British economic figures expected this Thursday ( retail sales) and Friday
( third quarter GDP). The pound risks a further drop.

JPY The Yen is back tracking, after the announcement regarding a G8 meeting on the financial crisis
immediately after the US elections. Once the negative feelings generated by the crisis start to die out, the
fundamentals of the Japanese economy, being weak, could lead to a further and bigger correction.

S&P/MIB VS DJ EURO STOXX 50 AND DOW JONES INDUST. AVG.
Performance of the last 24 weeks

Source: Reuters
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* Variation calculated as per price on Friday
** Variation calculated based on current price
*** Number of pieces exchanged
Source: Reuters

Markets
MARKETS PERFORMANCE (10/17/2008)

EXCHANGE RATES (10/20/2008)

Source: Reuters
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Markets

FOREX & FIXED INCOME (10/20/2008)

* variazione calcolata sul prezzo di chiusura del venerdì
** variazione calcolata sul prezzo corrente

SECTORS PERFORMANCE (10/17/2008)

Fonte: Reuters

Source: Reuters



INVESTOR RELATIONS 10/20/2008 5

Pirelli & C.
Pirelli Ord. Closet the week up 11.4%( monthly performance negative, -31.3%) and with lower
than average volumes (18 million shares).
Pirelli risp. Closet with a -0.09% spread compared to ordinary shares.
As for the technical analysis, primary resistance is currently at €0.37 whilst the second front is
at €0.39 (like last week). The base is now fixed at €0.31. The relative strength index (RSI) is
well out of the oversold level and placed at 33 allowing some space for recovery.

PIRELLI SHARES PERFORMANCE (10/17/2008)

* Variation calculated as per price on Friday
** Variation calculated based on current price
Source: Reuters

Sconto Vs NAV: -10.28%
NAV per Share:€0.37
Consensus TP:€0.45
% Buy: 20%
% Sell: 20%
% Hold: 60%
Market Cap (@20/10/2008):€1831 million (of which ordinary€1786 million)

Stock valuation (10/17/2008)
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Pirelli & C.
PIRELLI SHARES & C. VS S&P/MIB
Performance of the last 6 months

PIRELLI RISPARMIO vs PIRELLI ORDINARIA
(from 01/02/2008)

Source: Reuters

Source: Reuters
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Sectors
Tyre

A Goldman Sachs study for the European car sector has been published:
- car sales are expected to drop by 7% in 2008 (-15% in 2009, -5% in 2010, slight recovery of +3%
Expected in 2011)
- ratings changes: Michelin was left out of the Conviction List (Buy confirmed), Nokian from Neutral
to Sell, Pirelli: TP from €0.52 to€0.31.
(Reuters)
- Buy confirmed for Bridgestone and Sumitomo Rubber having observed the recent price trends of
raw materials (a 30% improvement of gross operating margins is expected) and the slight YoY rise of
the Us after market.(Reuters)
-Morgan Stanley cut the TP of some of the major car manufacturers (Renault, Peugeot) and Michelin
(from €51 to €38) after downsizing its expectations for the European car sector’s EPS by 70%
(average for 2009-10). (Dow Jones News Wires)
The three major producers of natural rubber have called for a meeting to discuss the perceptible
drop in prices of raw materials in these last few weeks and in order to take adequate measures (RSS3
at about 196cent $/kg down from 320cent $/kg in June). (Dow Jones News Wires)

Michelin
The company has announced that the benefits from the recent fall in prices of raw materials will be
felt starting from the 2H of 2009. Michelin has also decided to postpone the construction of its news
tyre production site in Mexico due to both the weakness of the US automobile sector and the
tendency of US carmakers to produce smaller cars with lower consumption levels. (Dow Jones News
Wires)

Continental
There are quite a few potential buyers for Continental’s tyre business. Michelin has confirmed that is
interested in an eventual take over and it hopes that the company will keep its European nature. The
major obstacle is the Antitrust. (Dow Jones News Wires)

Best: Sumitomo +14.1%
Worst: Goodyear -4.1%

Performance of the week
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Sectors

PIRELLI & C. VS PEERS TYRE (10/17/2008)

TYRE SEGMENT VS DJ STOXX INDUSTRIAL
Performance chart for last week

Tyre

* * Variation calculated as per price on Friday
** Variation calculated based on current price
*** Number of pieces exchanged
Source: Reuters

Source: Reuters
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Sectors

Multiple market consensus for Peers Tyre @ 20/10/08
Sources: Thomson One; Reuters

Tyre

Note regarding Yokohama and Toyo: the columns marked 2008 include the estimates for the 2009 FY, from April 2008 to
March 2009; The columns marked 2009 are filled in with estimates for the 2010 FY, from April 2009 to Match 2010.

Note regarding Hankook and Kumho: the figures provided by Thomson One are "parent“

Standard Method: considering DEFICIT from Funded pension funds (defined contribution)

Source: Thomsonone-Reuters
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Sectors

Positive week for the European EPRA index. The recovery is mainly due to a technical bounce
back, as nearly all shares during the last week touched their historic minimum levels. PRE
was up +18.4%.
During the week there was no announcement regarding corporate financial data and no
relevant sector related news besides the fact that the American NAHB index(that measures the
trust of builders/constructors) touched its historic low point.

According to forecasts of the Associazione Nazionale costruttori Edili (ANCE),
National association of builders/ constructors the development of residential construction in
Italy will fall by 2.8% in Italy in the year 2008 and further 3% in 2009. The drop is supposedly
a result of the international financial crisis, which affected the ability of families and
businesses to get access to credit. The ANCE also announced that it does not expect a real-
estate bubble in Italy, like in the US or certain Europeans nations, namely, Spain and Ireland.

A study carried out by the Royal Institution of Chartered Surveyors (Rics), the body that
regulates the acquisition and sale of real-estate, shows that the real-estate market in Great
Britain fell 52 % in this last year, thus setting a negative record for the last30 years. The only
positive news is a slight rise in the number of potential buyers thanks to the Government’s
decision to exempt them from the payment of the "stamp duty", a tax which affects the
acquisition of housing real-estate if purchased at a price lower than 175 thousand Pounds.

A study carried out by Cb Richard Ellis shows that real estate investments in Europe
will equal about 250 billion Euros in the following 18 months. The study shows that the
sovereign funds will be particularly active with a spending potential of€40billion and so will
the German funds, with a spending capacity of €20 billion. However the majority will consist
of institutional investors, pension funds and companies that have managed to keep their debts
low: investors with a spending potential of about €190billion
.

Real Estate

Best: Ca immobilien +57.4%
Worst: Spazio investment -4.3%

Performance of the week
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Sectors

PIRELLI RE VS PEERS PRE (10/17/2008)

Real Estate

* Variation calculated as per price on Friday
** Variation calculated based on current price
*** Number of pieces exchanged
****On the 6th of October a reverse share split of the ordinary shares was carried out (ratio: 1 to 38)
Source: Reuters
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Sectors

REAL ESTATE SEGMENT VS ITALIAN RE INDEX
Performance for the last week

Real Estate

Source: Reuters
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Sectors

Italy is fourth in Europe regarding access to broad band, with more than 10 million lines
(end of 2007).The data is the result of a study on the development of broad band in Italy
carried out by Between for AGCOM. The top positions in descending order are held by
Germany (20 million acceses), Great Britain and France (15 million accesses per person).
According to the research the development of broad band technology in the coming years will
be sustained thanks to the fall in prices: forecasts for 2010 show more than 14 million
accesses, of which 85% from homes. The research also shows that the amount of users has
risen from the 14 million figure recorded in 2002 to about 20 million in 2007.

Anatel, the Brazilian Authority for the Tlc sector has signalled that it does not wish to oppose
the merger between Oi-Participacoes and Brasil Telecom. It has consented to the
modification of the law that will allow the major telephone operator to acquire the third player
in the sector, hence creating the biggest company in this field: the merger will give create a
company that will manage 70% of Brazil’s fixed phone lines, 18.5% of the mobile sector and
40% of broad band internet services.

TLC Equipment

Best: Pirelli & C +11.4%; Alcatel Lucent +10.4%
Worst: JDS Uniphase .Corp -8.1%

Performance of the week



INVESTOR RELATIONS 10/20/2008 14

Sectors

PIRELLI & C. vs PEERS PGT / PBS (10/17/2008)

TLC Equipment

* Variation calculated as per price on Friday
** Variation calculated based on current price
*** Number of pieces exchanged
Source: Reuters


