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Our equity investment strategy remains focused on strong stock specific stories. To that 
end, we highlight 5 specific stocks in this note which we believe should be structural long-
term winners within their respective sectors, and should offer investors substantial returns 
over a 3-5 year period.  
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Summary 

Facebook 

As greater proportions of advertising budgets flow to online platforms, we see Facebook as being one of the primary beneficiaries 

given its 1.2 billion users per day and its dominance as a mobile platform for reaching consumers. 

David Donnelly, CFA  |  Senior Investment Analyst  
 

 

Ryanair 
Benefitting from lower average costs, a fleet of new, more fuel efficient planes, and advances in customer targeting and satisfaction 

means Ryanair is well placed to be the long term winner in price wars with other European low cost carriers.  

Stephen Hall, CFA  |  Investment Analyst 
 

 

Daimler 
On track to regain the number 1 spot in luxury cars, Daimler is enjoying double digit sales growth, offers a substantial and well 

covered dividend yield and trades at a discount to its leading rival. 

David Donnelly, CFA  |  Senior Investment Analyst  
 

 

Paddy Power Betfair 
Having already completed a transformative merger in a sector in need of consolidation, Paddy Power Betfair should benefit from the 

substantial synergies on offer, low crossover of customers and preferred sports, and the advantages of two leading brand names in 

the space. 

Stephen Hall, CFA  |  Investment Analyst 
 

 

City of London Trust 
Offering diversified exposure to many leading UK based equities, the City of London Trust benefits from the 24 year track record of 

its manager, coupled with a dividend which has been increased in each of the last 49 years which currently offers a yield of 3.9%. 

Mark McPaul  |  Investment Analyst 
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22nd November 2016 

Key Metrics 2016e 2017e 2018e 

Revenue ($’bn) 27.24 36.59 46.00 

EBITDA ($’bn) 17.69 22.80 29.21 

EV/EBITDA 17.3x 13.4 10.5x 

Div Yield 0.00% 0.00% 0.00% 

Source: Bloomberg    

Share Price 
Return 1 Mth 3 Mth YTD 

Facebook -9.1% -5.6% 11.2% 

S&P 2.1% 0.1% 6.5% 

Source: Bloomberg 

Facebook 

Facebook Inc. operates a social 
networking website. The Company 
website allows people to communicate 
with their family, friends, and coworkers.  
 
www.facebook.com 
 
David Donnelly CFA,  
Senior Investment Analyst  
 

Top Shareholders % 

FMR LLC 6.37% 

Vanguard 6.00% 

Blackrock 5.69% 

State Street  3.64% 

T Rowe Price  3.07% 

Source: Bloomberg 

(Outperform)  

Closing price: $121.77 

Facebook remains one of our core conviction calls as we see further substantial 

upside to the share price. We believe that as consumers spend an increasing 

amount of time viewing media online, greater proportions of advertising budgets 

will flow to the area, and with c1.2 billion active users per day, Facebook will be a 

key beneficiary of that increased spend. We view this as a multi-year growth story 

which, despite its 11.2% gains year-to-date, remains highly undervalued in our 

view. The recent weakness in the share price following a strong Q3/16 results 

update represents and attractive entry level.  

 

Company Structure 

Facebook consists of 5 separate but complimentary businesses: Facebook, the 

namesake social media platform; Instagram, the photo sharing social media site; 

WhatsApp, which allows users to send messages similar to a text message; Messenger, 

provides a similar to WhatsApp but dovetails more directly with the main Facebook 

platform; and Oculus, the leader in Virtual Reality headsets.  

 

The driver of multi-year growth 

As present, Facebook has only fully begun to monetise the namesake platform, leaving 

the others as largely untapped earnings resources. Roughly 90% of Facebook’s 1.2 

billion users each day access the site via a mobile device; as consumers we spend 

c.35% of all our media viewing time doing so on a mobile device (smartphone or tablet), 

yet mobile only receives c.23% of advertising budgets. We believe this disparity will have 

to adjust rapidly, as ultimately advertisers want to be where consumers are, and with 1.2 

billion consumers in one place every day, Facebook is the ideal fit for greater mobile ad 

spending. Earnings are expected to grow in the region of 168% over the next three years, 

driven by the adjustment of this disparity.  

 

Valuation 

Despite the stock being up c.55% since entering our Core Portfolio in mid-2015, we 

continue to see substantial upside in the name and view it as a multi-year growth story 

which will change the way we communicate with each other, how advertisers 

communicate with us as consumers, and through this transition yield substantial returns 

for shareholders.  The shares are trading at just 13.4x 2017 expected EV/EBITDA, 

offering exceptional value in our view given the expected EBITDA growth rate of 33.7% in 

2017. 

 

(NYSE: FB US) 

Technology Sector 

Facebook Share Price 

Source: Bloomberg 
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22nd November 2016 

Key Metrics 2017e 2018e 2019e 

Revenue (€’bn) 6.689 6.987 7.574 

EPS (€) 1.063 1.184 1.272 

P/E 13.2x 11.8x 11.0x 

Div Yield * 0.00% 0.00% 0.00% 

Source: Bloomberg    

Share Price 
Return 1 Mth 3 Mth YTD 

Ryanair 18.3% 18.1% -7% 

Source: Bloomberg 

Ryanair 

Ryanair Holdings plc provides low fare 
passenger airline services to destinations 
in Europe.  
 
www.ryanair.com 
 
Stephen Hall, CFA 
Investment Analyst  
 

Top 5 Shareholders % 

FMR LLC 6.00% 

HSBC 5.86% 

Michael O’Leary 3.99% 

BNP Paribas 2.49% 

Citibank  2.31% 

Source: Bloomberg 

(Outperform)  

Closing price: €14.14 

Ryanair’s share price has strongly outperformed in recent weeks following a solid  

H1/17 results update where management raised the long term passenger target of 

the airline from 180 million to 200 million by 2024, and also announced a new share 

buyback programme to the tune of €550m which will run from November 2016 to 

February 2017. Despite the recent rally we see solid capital appreciation potential 

for the stock over a 3 - 5 year time horizon, as we believe the airline is the 

structural winner within the European low cost carrier sector.  

 

H1/17 results 

Ryanair released a very strong set of H1/17 results on the 7th November despite 

operating within a challenging environment, with Q2/17 net income of €912m, which 

came in 2% ahead of consensus estimates of €897m. Management is cautious on the 

outlook for the remainder of FY17 and expects fares to decline by between 13% to 15% 

in H2/17.  

 

Ryanair carried 65m passengers in the 6 months between March’16 to September’16. It 

also raised its longer term passenger guidance by 11% to 200 million passengers by 

2020 (previously 180 million). The airline performed exceptionally well on costs in H1/17, 

with unit costs per passenger down 5% YoY as it continues to take delivery of more 

efficient Boeing 737-800 airplanes, and more primary airports are offering Ryanair more 

attractive terms to expand capacity in their airport. Management also said many flag and 

higher cost carriers which compete directly with Ryanair on several routes are pulling 

back supply, as they cannot compete with the airline on costs, particularly noticeable in 

Germany, Spain, Italy and Belgium.  

 

Structural winner & future growth 

Ultimately, this is a difficult operating environment for Ryanair and all European low cost 

carriers (LCC). Despite the UK potential taking a hard line on immigration controls, we 

feel the UK will maintain open skies access throughout Europe. We think Ryanair is the 

long term structural winner within the European LLC space, due to its competitive 

advantage on costs and fares which should enable it to continue to capture market share 

from traditional flag carriers and other LCC carriers throughout Europe as it maintains its 

“load factor active, yield passive” strategy to pricing. 

 

The airline should continue to widen its competitive advantage in costs and fares as it 

takes deliver of a 50 new Boeing 737 which are 16% more fuel efficient and have an 

additional 8 extra seats, which is supportive of operating margins. Ryanair aim to carry 

119m passengers in FY17 and 200m by 2024, however we feel this could be 

conservative if the recent outperformance in passenger growth continues.  

 

Valuation 

We’ve seen a re-rating in Ryanair in recent weeks from 11x FY17e to 13.1x as of today, 

which we still view as attractive in our opinion given its strong earnings growth outlook. 

Taking a 3 to 5 year time horizon we think Ryanair looks incredibility attractive and it 

should be the structural winner in this space.  

 

 

 

(ISEQ: RYA ID) 

European Airline Sector 

Ryanair Share Price 

Source: Bloomberg 
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Daimler  

Daimler AG develops, manufactures, 
distributes, and sells a wide range of 
automotive products, mainly passenger 
cars, trucks, vans, and buses. The 
Company also provides financial and 
other services relating to its automotive 
businesses.  
 
www.daimler.com 
 
David Donnelly CFA,  
Senior Investment Analyst  

Top 5 Shareholders % 

Kuwait Investment Trust 6.84% 

Blackrock 5.18% 

Renault SA 3.07% 

Norges Bank 2.57% 

Deutsche Bank 2.05% 

Source: Bloomberg 

(Outperform)  

Closing price: €65.52 

Daimler offers a strong and well covered dividend yield, robust balance sheet and 

to date, has executed its group strategy well across its geographies. In 2011, 

Daimler lost its #2 position in the luxury car market to peer Audi. Since then, 

management has invested heavily in redesigning its fleet, while also keeping tight 

control of costs, and is on track to reclaim the #1 position from BMW. Daimler 

boasts an exceptionally strong balance sheet, with c. €18 billion in net cash.  

 

Back to the top 

Mercedes is set to reclaim its number one position as the world’s leading luxury car 

brand by year-end with continued sales growth driven by its model refresh strategy. 

Momentum has been strong year to date and highlighted by European car sale numbers, 

which have shown sales for the first 9 months of the year up 12.1% to 1.54m ahead of 

BMW, which is up 6% to 1.48m. The growth has been spurred by a revamp of its models, 

including the C-Class and S-Class, and its SUV range. 

 

Performance year-to-date 

Year to date, Daimler stock has been weighed on by a number of factors, primarily 1) 

Risk-off sentiment within European indices; 2) Fears over a slowdown in China; and 3) as 

a result of the emissions scandal at Volkswagen. However, in our view, these risks have 

abated, leaving the stock well placed to re-rate higher. The autos sector has lagged the 

recovery in wider European indices; the Euro Stoxx 50 is now -7.5% lower on the year, 

having recovered off lows of -16.6%, while the European autos sector remains down –

13.1%. As such, we believe there is substantial scope for autos to recoup some, if not all, 

of this underperformance into year end.  

 

Of the German manufacturers, Daimler offers greater upside potential in our view, given 

its discount to its longer term average, and its superior sales growth to BMW. Mercedes’ 

growth in China remains robust, and the brand enjoyed new record sales in China in Q2, 

a 29% increase on last year; Daimler overall saw 3.9% growth year-on-year in the 

country during the period, where demand benefitted from tax incentives for the purchase 

of small cars. We expect economic growth in China to remain at a robust 6.5% - 7% over 

the remainder of 2016 and into 2017, which should be supportive of on-going demand for 

Daimler product lines. Lastly, nearly a year after the revelations at Volkswagen, there has 

been no indications of similar scandals at any competitor firms.  

 

The shares are trading at just 7.6x 2017 expected earnings, a significant discount to the 

5 year average multiple of 9.5x. As such, we see ample scope for the stock to re-rate 

higher, while the well covered dividend, which offers an expected yield of 5.3%, is 

especially attractive for longer term holders of the stock. 

 

 

(DAX: DAI GY) 

Auto sector 

Daimler Share Price 

Source: Bloomberg 

Key Metrics 2016e 2017e 2018e 

Revenue (€’bn) 152.56 156.75 159.88 

EPS (€) 8.19 8.49 8.52 

P/E 7.93x 7.65x 7.62x 

Div Yield 5.1% 5.3% 5.4% 

        
Share Price 
Return 1 Mth 3 Mth YTD 

Daimler 2.0% 5.5% -16.6% 

Source: Bloomberg 
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Key Metrics 2016e 2017e 2018e 

Revenue (€’bn) 1.76 1.93 2.15 

EPS (€) 3.75 4.47 5.08 

P/E 71.7x 29.3x 22.7x 

Div Yield * 1.78% 2.19% 2.48% 

Source: Bloomberg    

Share Price 
Return 1 Mth 3 Mth YTD 

PPB 4.5% -7.25% -16.4% 

Source: Bloomberg 

Paddy Power Betfair 

Paddy Power Betfair plc is one of the 
leading sports betting and gaming 
groups in the world. The business was 
formed from the February 2016 merger 
of Paddy Power plc and Betfair Group plc  
 
www.paddypowerbetfair.com 
 
Stephen Hall, CFA 
Investment Analyst  
 

Top 5 Shareholders % 

Blackrock 11.20% 

Capital Group 9.03% 

Marathon Asset Management 8.42% 

Sun Life Financial Inc 7.08% 

RBC  4.97% 

Source: Bloomberg 

(Outperform)  

Closing price: €100.30 

We see Paddy Power Betfair as a strong partnership between two market leading 

brands, with separate customer characteristics and attractive growth 

opportunities. The core investment case for the group includes scale, synergies, 

positions in regulated markets, differentiated client base and a strong balance 

sheet for the combined Group.  

 

Paddy Power and Betfair brands  

As part of the merger, which was announced in the second half of 2015, management 

has said that it would keep Paddy Power and Betfair brands separate. A key rationale for 

this is to leverage the distinctive brand perceptions of both names. Paddy Power is seen 

as a playful and social brand while Betfair is seen as knowledgeable and authentic. Both 

utilise different strategies with Paddy Power taking its strength in its customer service 

and attractive promotions, while Betfair is seen to have attractive odds and a good 

product range. PPB raised its full year 2016 guidance from £365m-£385m to £390m-

£405m and grew its EBITA margin 5 percentage points from 23% to 28%.  

 
Sports book  

The distinctive brand perceptions as well as a differentiated focus on sports books 

ensure the Group can diversify its offer and attract new customers. The merger not only 

gives the Group strong positions and scale across all major regulated markets, it also 

diversifies Group risk away from a specific sport (racing for PP, soccer for Betfair). The 

merger has elevated the Group to the second biggest online operator by revenues (vs. 

5th and 6th pre-merger). Online remains the key business driver and contributed c. 66% 

of Group revenues and c. 75% of operating profits in 2015. We expect this upward trend 

to continue as product offerings and gaming continue to grow for both brands. Despite a 

strong position online and across most regulated markets, management has said that 

there is just 3% overlap between the two brands and 74% of customers online who do 

not use either brand, highlighting future growth potential.  

 
Paddy Power's strong online and gaming presence coupled with Belfair's exchange 

(which allows customer back or lay bets) offers a key diversifier in the space. Both offer 

attractive odds and as part of the merger can leverage innovation by the other party and 

employ it in their offer. For example, Betfair users can now play Paddy Power games on 

the Betfair app, while Paddy Power customers now get in game score casts online and 

on mobile. There is further scope to expand this in the future, particularly given Belfair's 

various integrated sports products which it can continue to roll out to Paddy Power over 

time.  

 

Valuation  

The shares are trading on 29.3x 2017e earnings, closer to peers in the online space, 

dropping to 22.7x in 2018 due to earnings growth of 18.5% YoY.   

(ISEQ: PPB ID) 

Gaming sector 

PPB Share Price 

Source: Bloomberg 
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City of London Investment Trust Plc  

Closing price: GBp 393.8 

 

(LSE: CTY LN) 

Trust Particulars  

Currency GBp 

NAV 387.40 

Discount (-) / Premium (+) 0.70% 

Yield 4.14% 

Net Gearing 7% 

Market Cap 1.28B 

Shares in Issue 331.1M 

Total Number of Holdings 118 

Ongoing Charges 0.42% 

Source: Bloomberg 

Share Price Chart 

Price Performance % 

1 Month -3.98% 

3 Month -4.52 

YTD 3.67 

1 Year 7.77 

3 Year* 5.27 

5 Year* 11.14 

Source: Bloomberg 
*Annualised 

Top Holdings % 

British American Tobacco 5.3 

Royal Dutch Shell 4.2 

Vodafone Group 3.9 

HSBC 2.9 

Diageo 2.8 

Source: Bloomberg 

 

 
 
Mark McPaul,  
Portfolio Construction Analyst  

UK Equity Investment Trust 

United Kingdom - 88.4

United States - 3.8

Switzerland - 2.9

Netherlands - 2.5

Germany - 1.7

Hong Kong - 0.7

Geographical Exposure % Sector Exposure % 

Source: Henderson Global Investors 

For a more diversified exposure to the UK equity market, we would suggest the 

City of London Investment Trust Plc. The trust has taken advantage of the weaker 

sentiment in UK focused equity names in the run up to the Brexit referendum, and 

offers a yield of 4.2% having  successfully raised the level of its dividend payment 

in each of the last 50 years.  

 

Investment Summary 

The trust aims to achieve long term growth in income and capital by mainly investing in 

UK listed multi-national companies that pay attractive dividends. The manager's cautious 

approach and focus on limiting downside risk make it suitable for those investors looking 

for yield but with a lower tolerance for risk, although they should still expect some equity 

volatility. Manager Job Curtis has been at the helm for 24 years and employs a valuation 

driven stock selection process centred around dividend yield. This proven process has 

resulted in a strong performance track record relative to peers and the dividend has also 

been raised for 50 consecutive years. The trust has been awarded a Gold rating by 

Morningstar analysts, offers a dividend yield of c.4.% and has one of the lowest expense 

ratios at 0.42% per annum.  

 

The manager maintains a conservative investment style and prefers companies that 

generate sufficient cash flow to support dividends and capital expenditure. While 

concerns remain regarding the impact of Brexit on the UK economy, the weakness in the 

sterling ex-change rate will continue to act as a tailwind for multi-national companies 

listed on the London stock exchange. Given the diverse geographical revenue streams 

from these companies, the weaker sterling results in a more favourable translation effect 

on foreign revenues thereby increasing their profit potential. The portfolio currently 

consists of c.118 holdings and has a low annual turnover in line with the managers longer 

term investment view. 

Source: Bloomberg 
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Regulatory Information                                                 
Issuer Descriptions: (Source: Bloomberg) 

Facebook: Facebook Inc. operates a social networking website. The Company website allows people to communicate with their family, friends, and coworkers  

Ryanair: Ryanair Holdings PLC provides low fare passenger airline services to destinations in Europe.  

Daimler: Daimler AG develops, manufactures, distributes, and sells a wide range of automotive products, mainly passenger cars, trucks, vans and buses. The Company 

also provides financial and other services relating to its automotive businesses.  

Paddy Power Betfair: Paddy Power Betfair Public Limited Company is a betting and gaming company. The Company provides online betting and gaming products.  

The City of London Investment trust plc: The fund looks to provide investors with long term growth in income and capital by mainly investing in UK listed equities.  

 

Historical Record of recommendation 

Facebook: We have been positive on the outlook for Facebook, and it was added to the core portfolio on the 11/05/2015 and no changes to our recommendation have 

been since.  

Ryanair: Ryanair was added to the Core Portfolio at inception in and have had an Outperform recommendation since then  

Daimler: We have added Daimler to our core portfolio on the 01/01/16, with a recommendation of Outperform  

Paddy Power Betfair: We have upgraded our outlook on Paddy Power Betfair to “Outperform” from “Not rated” as of 21/07/2016  

City of London Investment Trust: We have been positive on the Trust since 16/05/16 and have made no changes since then.  

 

None of the above recommendations have been disclosed to the relevant issuer prior to dissemination of this Research.  

Date of distribution 

The first date of distribution is the same date as this report unless otherwise specified. 

All regulatory disclosures pertaining to valuation methodologies and historical records of the above recommendations can be found on the Cantor Fitzgerald Ireland website 
here: 

http://www.cantorfitzgerald.ie/research_disclosures.php 
This material is approved for distribution in Ireland by Cantor Fitzgerald Ireland Ltd. It is intended for Irish retails clients only and is not intended for distribution to, or use by, 
any person in any country where such distribution or use would be contrary to local law or regulation.  Cantor Fitzgerald Ireland Ltd (“CFIL”) is regulated by the Central Bank 
of Ireland. Cantor Fitzgerald Ireland Ltd is a member firm of the Irish Stock Exchange and the London Stock Exchange. 
Where CFIL wishes to make this and other Cantor Fitzgerald research available to Retail clients, such information is provided without liability and in accordance with our 
terms and conditions that are available on the CFIL website. 
No report is intended to and does not constitute a personal recommendations or investment advice nor does it provide the sole basis for any evaluation of the securities that 
may be the subject matter of the report. Specifically, the information contained in this report should not be taken as an offer or solicitation of investment advice, or to 
encourage the purchased or sale of any particular security. Not all recommendations are necessarily suitable for all investors and CFIL recommend that specific advice 
should always be sought prior to investment, based on the particular circumstances of the investor either from your CFIL investment adviser or another investment adviser. 

CFIL takes all responsibility to ensure that reasonable efforts are made to present accurate information but CFIL gives 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. This is entirely at the risk of the recipient of the 
report. Nor shall CFIL, its subsidiaries, affiliates or parent company or any of their 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 consequence 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 research note constitute CANTOR IRELAND’s judgment as of the date of the note 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 research note has not been disclosed to the covered issuer(s) in advance of publication. 

Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up.  Investments denominated in foreign currencies 
are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the investments, sale proceeds, and on dividend or interest income. The 
income you get from your investment may go down as well as up. Figures quoted are estimates only; they are not a reliable guide to the future performance of this 
investment. 

Conflicts of Interest & Share Ownership Policy 
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 
CANTOR IRELAND business units including Fund Management and Stock broking. Revenues in these business units may derive in part from the recommendations or 
views in this report. Notwithstanding, CANTOR IRELAND is satisfied that the objectivity of views and recommendations contained in this note has not been compromised. 
Nonetheless CANTOR IRELAND is satisfied that the impartiality of research, views and recommendations remains assured.  
Our conflicts of interest management policy is available at the following link; 
http://www.cantorfitzgerald.ie/support_mifid.php 
Analyst Certification 

Each research analyst responsible for the content of this research note, 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, related to the specific recommendations or views 
expressed by that research analyst in the research note.   
                            

 

  

 

Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633. 

email : ireland@cantor.com  web : www.cantorfitzgerald.ie 

 Twitter : @cantorIreland     Linkedin : Cantor Fitzgerald Ireland 

Cantor Fitzgerald Ireland Ltd is regulated by the Central Bank of Ireland. Cantor Fitzgerald Ireland Ltd is a Member Firm of The Irish Stock 
Exchange and The London Stock Exchange.. 
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