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As a result of the sharp correction due to lower energy prices and the
easing of inflation and interest rate concerns, markets recovered strongly in the
recent quarter. As a result, in the Fund’s last fiscal quarter, the NAV increased
by 17.0%, as compared to the 14.86% return of the ISEQ, in US dollar terms.
Excluding Bank of Ireland, which the Fund is precluded from investing in, the
Irish market was up 14.93% in US dollar terms. Over the same period the
performance of the Irish market was well ahead of the broader European
indices and the S&P 500.

The Euro rose by 0.2% and 6.6% against the dollar over the last three and
twelve months respectively and this factor also helped the performance of the
Fund.

During fiscal 2006, we continued to implement the Share Repurchase
Program and over the 12 months, the Fund repurchased, and retired, 60,950
shares at a cost of $1.46 million. These repurchases represent a reduction of
1.35% of the shares outstanding at October 31, 2005 and they positively
impacted the Fund's NAV by 3 cents per share. Since commencement of the
Program in fiscal 2000, repurchases have totalled 1,315,250 shares
representing 22.1% of total shares, which have been issued by the Fund.

Economic Review

Irish economic growth continues at a strong pace with the Irish Central
Bank forecasting 5.25% Gross Domestic Product (“GDP") growth for 2006,
which is similar to the rate of growth achieved in 2005. Looking ahead to 2007,
growth is expected to remain strong with current forecasts looking for an
increase in GDP of 5.5%. The international backdrop also remains broadly
supportive with strong growth, in Europe and Asia, expected to offset
moderating U.S. growth. In the first half of 2006, Euro area GDP expanded at
its fastest pace in six years and forecasts have been revised upwards to 2.6%,
for the full year.

Although the outlook for the Irish economy remains relatively benign,
some domestic risks are still evident. Strong increases in house price inflation
have been a concern for some time, given affordability constraints. However,
there have been some tentative signs from leading housing indicators that
these price pressures are moderating. While consumer indebtedness remains
high and is increasing, it is felt that there will be some moderation, over the
coming months, as the full impact of recent European Central Bank rate
increases begins to be felt. Potential external risks include rising worldwide
inflationary pressures, a sharper than expected cooling of the U.S. housing
market and continued uncertainty in global oil and commodity markets.

Irish consumer sentiment was largely unchanged in October. The overall
Consumer Sentiment Index stood at 86.7 in October, compared to a figure of
86.5 in September. The corresponding figure for October 2005 was 85.0.

The economy remains close to full employment with the official
unemployment rate, in September, being 4.4% and the number of people
claiming unemployment benefit dropping to the lowest figure since mid-2003.



These statistics are all the more impressive given the recent surge in the labor
force with almost 100,000 workers being added over the past 18 months.

In August, retail sales volume rose 1.6%, month-on-month, with year-on-
year volumes running at 5.5%. Stripping out the volatile automobile
component, retail sales are ahead by 7.2%, in volume terms, year-on-year.
Forecasts are for a slight moderation in this rate to 6.5%, for the full year.

In October, due to the recent sharp drop in energy prices, the Consumer
Price Index (“CPI") was 3.9%, down from levels above 4% in previous months.
The European Area Consumer Price Index (“HCIP"”) for Ireland — which excludes
mortgage related costs — was unchanged at 2.2%. As the latest oil price drop
has effectively worked its way through the system, both the CPI and the HCIP
are forecast to be closer to 5% and 3% respectively towards the year end.
Underlying inflation is being driven by service inflation which hit an annual rate
of 4.4% in October — its highest rate since December 2003.

September saw a modest decline in the annual growth rate of private sector
credit ("PSC"), which came in at 28.1% down from 28.2% in August. The three
month moving average of annual credit growth in this sector has been on a
downtrend since June. Annual growth in residential mortgages eased to 26.9%
in September, down from 27.1% in August. Non-mortgage credit continues to
grow at a faster rate than both PSC and residential mortgages, with the annual
rate of growth being 32% in September, up from 31.7% in August.

Equity Market Review

Quarter Ended Year ended
October 31+, 2006 October 31%, 2006
Local Local
Currency UsS. $ Currency Us. $
Irish Equities (ISEQ) +14.84% +14.86% 31.10% 39.67%
S&P 500 +7.93% +7.93% 14.16% 14.16%
NASDAQ +13.16% +13.16% 11.62% 11.62%
UK Equities (FTSE 100) +3.39% +5.60% 15.27% 24.35%
Japanese Equities +6.10% +4.20% 20.53% 20.24%
Euroland Equities Eurostoxx +9.58% +9.61% 24.54% 32.68%
German Equities (DAX) +10.33% +10.36% 27.18% 35.50%
French Equities (CAC 40) +6.77% +6.80% 20.56% 28.45%
Dutch Equities (AEX) +7.16% +7.19% 23.44% 31.52%

Most of the fund’s holdings released interim or quarterly reports during the
period — highlights were as follows:

CRH reported a strong set of interim numbers in line with the group’s pre-
close trading statement released in July. First half revenues rose 27% with



operating profit ahead 38% from the year earlier period. Operating
performance was strong across the entire group with each of the group’s six
divisions posting an improved organic operating profit performance. CRH
benefited from firmer demand in Europe across a number of previously
lacklustre Central European economies, with the group’s merchanting activities
boosted by the successful integration of acquisitions completed in 2005 and
2006. A strong focus on pricing and the recovery of input costs produced an
excellent result within the Group’s North American Material’s division while
American products saw good non-residential and commercial demand.
Acquisition activity has been very healthy in the current fiscal year with YTD
announcements amounting to almost €2bn. Despite some expected
moderation in US growth, CRH expects to deliver good profit growth in the
second half and are forecasting a ‘healthy’ advance in group profits for 2006
as a whole.

C&C Group released an excellent set of interim results driven primarily by
the successful roll out of the Group’s premium cider brand, Magners, in the UK.
Magners volumes rose an impressive 264% in the first half of the year driving
a 500 basis point increase in the group operating margin and group earnings
were ahead by almost 80% at €93.5 million. The Group expects the strong
market performance of the cider division to continue into the second half of the
year leading to an acceleration in operating profit growth. Separately, the
Group announced a planned expansion of manufacturing capacity costing
€200 million to cater for expected UK demand going forward.

Kingspan Group reported a consensus-beating first half-year set of
results as the Group continues to benefit from regulation based insulation
demand across the UK, Ireland and Mainland Europe. Insulation boards and
panels drove a 17% advance in revenues with operating margins expanding an
impressive 150 basis points to 13.0%. The Group's acquisition of Century
Homes offers a further leg of growth as timber-frame residential construction
rises from the currently low penetration levels, in both the UK and lIreland.
Despite Competition Authority rejection of the Group’s plans to purchase
insulation provider Xtratherm, bolt-on acquisition opportunities remain
plentiful with a move into North America the most likely option. Kingspan
expects ‘substantial’ earnings growth for 2006 as a whole and 2007 order
books should see some volume benefit from the recent implementation of the
new UK building regulations.

Grafton Group reported a mixed set of interim results with continued
strength in Irish merchanting and DIY operations offset by a mixed sales and
margin performance in the Group’s UK merchanting operations. The Group saw
like for like (“LFL") merchanting sales decline by 1.7% in the first half, which
contributed to an 80 basis point decline in UK operating margins in the period.
However, UK merchanting volumes have recovered in tandem with housing
transactions and the positive trend in LFL sales has been restored in the second
half, which will benefit operating margins and profit for the full year. Grafton
still retains huge scope for acquisitive and organic growth, given its UK
merchanting market share (9%) while, longer term, it is likely that the business



model will be applied to a third jurisdiction in either Western Europe or
Scandinavia.

IAWS Group produced a strong set of results for fiscal 2006 with revenues
ahead by almost 11% to €1.56 billion and EPS and DPS advancing 14% to
81.6c and 13.5¢, respectively. The Group also announced the acquisition of U.S.
sweet baked goods specialist Otis Spunkmeyer for $561 million. The deal will
be earnings accretive from 2007 and returns enhancing by July 2008. Otis gives
the group a presence in the high growth U.S. food service market and it also
compliments existing North American operations including La Brea Bakery and
the Tim Hortons joint venture. The group also announced its intention to move
the Group’s lower growth agri-businesses into a separate division named Origin
Enterprises.

Current Outlook

The Irish economic environment remains strong and the GDP growth
forecast of 5.5%, for 2007, should provide a strong backdrop for Irish
corporates over the coming months. Despite the risks posed by rising
inflationary pressures and a slowing U.S. economy, the international outlook
remains broadly positive. This should provide strong support for those Irish
companies that are exposed to the international economy. Irish market
valuations remain undemanding with the benchmark ISEQ index trading on
13.3x next year's earnings and yielding 2.5%.

Sincerely,

Al oo

Peter Hooper
Chairman
December 22, 2006



Investment Summary (Unaudited)

Total Return (%)

Market Value Net Asset Value (a)

Average Average

Cumulative Annual Cumulative  Annual
One Year 52.47 52.47 45.97 45.97
Three Year 144.15 34.62 119.81 29.99
Five Year 226.46 28.68 185.18 23.30
Ten Year 293.75 14.68 218.73 12.28

Per Share Information and Returns

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Net Asset

Value ($) 19.99 2136 19.75 20.06 13.28 11.04 16.29 20.74 2436 32.55
Income

Dividends ($) (0.22) (0.07) — (0.13) (0.01) (0.03) — (0.089) (0.03) (0.16)
Capital Gains

Other

Distributions ($) (0.36) (0.70) (1.14) (1.60) (2.65) (0.69)  — —  — (177
Total

Return (%) (a) 2246 11.68 (2.79) 13.27 (23.76) (12.07) 47.55 28.14 17.51 45.97

Notes

(@) Total investment returns reflect changes in net asset value per share during each period and
assume that dividends and capital gains distributions, if any, were reinvested. These percentages
are not an indication of the performance of a shareholder's investment in the Fund based on
market price.

Past results are not necessarily indicative of future performance of the Fund.



