
 

 

 Value Change % Move 

Dow 20597 -317.90 -1.52% 

S&P 2344 -34.27 -1.44% 

Nasdaq 5829 -72.26 -1.22% 

    

UK Index 7276 -153.94 -2.07% 

DAX 11970 -83.18 -0.69% 

ISEQ 6542 -191.58 -2.85% 

    

Nikkei    18,986  -536.00 -2.75% 

H.Seng    24,187  -315.47 -1.29% 

STOXX600 374 -3.79 -1.00% 

C AN T O R  F I TZ G E R AL D  I R E L AN D  L T D 

Key Themes this Week 

European vs US Equities – Europe Primed to Outperform 

This year most analysts predicated their analysis with the assumption that 

the political risk was too high to allocate meaingfully to Europe. That political 

risk has declined in recent weeks and European equities have taken 

advantage. In absolute terms the S&P 500 is up 4.79% while the Euro Stoxx 

is up 4.9%. However, the S&P put on most of that performance in January & 

early February. Since March it has traded in a range and is actually down -

2.2%. In contrast the Eurostoxx is up 3.75% since March. Two factors have 

driven this shift. From a European perspective it is the reduction in political 

risk following the Dutch election and increasingly likelihood of a Macron 

victory in the French election. From the US side, investors appear to be 

losing confidence in Mr Trump’s ability to deliver on his pro-growth policies. 

If political risk continues to decline European outperformance should 

continue.  

 

Economic Data – Moderated Expectations 

US data has been very strong over the past few months as evidenced by 

the PMI data on Friday coming in at 53.2. However, this was below 

consensus expectations of 54.9 and was the lowest reading for five months. 

We had been expecting some degrading in US economic data as the 

strength of the data recently is difficult to sustain. The Citibank US 

Economic surprise indicator, which measures when US economic surprises 

to the up/down side, is at multi year highs with a reading of 54.1, a level it 

has not reached since 2013. Any retracement in this does not necessarily 

mean a recession. Economic data can continue to remain in expansionary 

territory but not to the same extent as in the second half of 2016.  

 

EURUSD – Euro Bulls Prosper 

EURUSD has traded in a range of $1.04 - $1.08 so far this year. However, it 

has appreciated from a low of $1.05 in early March to its current level of 

$1.08. This euro strength comes in a year when most analysts were 

predicting dollar strength, perhaps even with a move to parity. The major 

factor has been the move in US and European yields. Since mid-March US 

yields have traced downwards while European yields have held firm and 

traded in a range. The main drivers behind are a fairly dovish Fed meeting 

and in contrast a reasonably hawkish ECB tone that has led to speculation 

that the ECB may taper earlier than expected. All of this has fed through to 

yields as can be seen in the below chart. We would expect this to continue 

in the short term and for the euro to continue to show strength.   

 

US 10 Year vs German 10 Year - Yield Chart 

 Major Markets Last Week 

Brent Oil 50.43 -1.19 -2.31% 

Crude Oil 47.57 -0.65 -1.35% 

Gold 1258 23.44 1.90% 

    

Silver 17.9139 0.48 2.77% 

Copper 259.6 -7.10 -2.66% 

CRB Index 431.88 -2.31 -0.53% 

    

Euro/USD 1.0868 0.01 1.20% 

Euro/GBP 0.8645 0.00 -0.52% 

GBP/USD 1.2571 0.02 1.72% 

 Value Change 

German 10 Year 0.37% -0.07 

UK 10 Year 1.16% -0.07 

US 10 Year 2.36% -0.10 

   

Irish 10 Year 1.02% -0.12 

Spain 10 Year 1.67% -0.18 

Italy 10 Year 2.18% -0.18 

   

BoE 0.25% 0.00 

ECB 0.00% 0.00 

Fed 1.00% 0.00 
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C AN T O R  F I TZ G E R AL D  I R E L AN D  L T D 

Facebook – Short term take profit, but fundamental case intact      Closing Price: $140.34 

Weekly Trader Monday, 27th March 2017 

We see scope for near term weakness in Facebook’s shares given the strong returns the company has posted since the start of the 

year. The stock has rallied c.22% year-to-date and given the current bout of weakness in US shares on the back of concerns regard-

ing the viability of President Trump’s economic policies, we see potential for shares like Facebook which have led the rally this year to 

pull back.  

 

Long term we remain resolutely positive on the outlook for Facebook given its dominant position within the rapidly expanding sector of 

online advertising. Facebook attracts over 1.2 billion users per day, providing a captive audience for advertisers to target.  In our view, 

an increasing amount of advertising budgets will pivot away from traditional media like television, radio and newspapers toward online 

and mobile platforms where consumers are spending an increasing amount of time and where ads can be more accurately tailored to 

the individual interests of individual consumers, thereby increasing effectiveness. As such, we would use this opportunity to bank 

some profits in Facebook, before re-instating longs at lower levels ahead of first quarter results on April 26th.  

On Friday, Shell announced the sale of further assets in Gabon to the private equity firm Carlyle Group for $1bn. The sale continues 

the trend of Shell disposing of mature oil assets and pivoting toward cleaner burning Natural Gas, and keeps the firm on track to 

complete $30billion in asset sales by 2018 - a plan which is now just over 2/3rds complete. Roughly 60% of Shell’s proven reserves are 

now Natural Gas.  

 
While oil prices remain low, cash management will be the critical element to the Shell story on the coming 18-24 months in our view. 

Shell’s dividend is 0.95x covered by earnings, however on a cash basis it is far more secure. The dividend costs Shell c.$9.7 billion per 

year, and the company had over $19 billion in cash on the balance sheet at the end of 2016. In addition, a tight focus on costs and 

capital expenditure is aiding the cash position. Capex guidance for this year is $25 billion, and there exists scope for this number to be 

reduced further if oil prices were to decline significantly. This $25 billion figure is some $22 billion lower than the combined capex of 

Shell and BG in 2014. In our view, the prudent management of cash and the sustainability of the dividend for 2017 makes Shell 

attractive at current levels, as does the expected yield of 6.9%. Elsewhere in the materials sector we will have an update on Tullow and 

Falcon Oil and Gas in the coming weeks.  
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David Donnelly, CFA | Senior Investment Analyst 

Shell - Further asset sales illustrate strong cash management    Closing Price:  GBp 21.80 

Key Metrics 2017e 2018e 2019e 

Revenue ($bn) 284.3 313.05 323.38 

EPS ($) 1.77 2.21 2.64 

EV/EBITDA 6.24 5.51 5.28 

Div Yield 6.91 6.94 6.97 

        

Share Price Return 1 Mth 3 Mth YTD 

RD Shell -0.73% -7.02% -7.39% 

Source: Bloomberg 

Key Metrics 2017e 2018e 2019e 

Revenue ($bn) 37.75 48.02 58.01 

EPS ($) 5.43 6.747 8.311 

EV/EBITDA 16.01 12.55 9.96 

Div Yield 0 0 0 

        

Share Price Return 1 Mth 3 Mth YTD 

Facebook 3.10% 17.08% 
21.98

% 

Source: Bloomberg 
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C AN T O R  F I TZ G E R AL D  I R E L AN D  L T D 

Switch Trade – Lloyds into Bank of Ireland       Closing Price: €0.23 

Weekly Trader Monday, 27th March 2017 

Positive momentum in Lloyds’ share price seen in Q4/16 has continued into Q1/17 (+9%) as the Group announced very strong FY16 

results and a positive outlook for FY17 ahead of analysts’ expectations across most financial metrics. However, with UK Prime Minis-

ter, Theresa May due to trigger Article 50 this Wednesday, the UK financial sector could face near term headwinds. Therefore we rec-

ommend a switch trade from Lloyds into Bank of Ireland (BOI) whose share price has retracted in recent weeks and is back approach-

ing key support at 22.7c, as 10 year German Bund yields have retraced from 0.50% to 0.38%. We maintain our Outperform outlook on 

both stocks, however see greater near term upside potential in Bank of Ireland relative to Lloyds. Bank of Ireland CEO, Richie Bou-

cher announced he is due to retire before the end of 2017. He has been instrumental in guiding the bank through the financial crisis, 

keeping it out of full Government ownership, helping to significantly improve the asset quality of the Group while returning the Group to 

sustainable profitability before eventually returning to a sustainable dividend paying bank in 2018 relating to FY17’s financial year. The 

Bank has a strong executive team in place to manage this transition. The Group currently trades at 0.83x FY17e Price/ Book. Political 

risks in Europe have reduced in recent weeks which should ultimately be supportive of the European financial space while a strong 

Irish economy and improving mortgage market should provide a positive backdrop specifically for Bank of Ireland.  
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BOI Key Metrics 2017 2018e 2019e 

Revenue (€Bn) 3.01 3.077 3.196 

EPS (€’c) 2.1 2.2 1.4 

P/E 11.14 11.14 10.64 

Div Yield 2.56 3.42 5.98 

        

Share Price Return 1 Mth 3 Mth YTD 

BOI 0.43% -2.90% 0.43% 

Source: Bloomberg 

  From the News - Monday Headlines 

 US Trump attacks Republicans for wrecking health plans 

 Germany Merkel gains unexpected lift in regional poll 

 UK UK manufacturers tell May no EU deal is simply unacceptable 

 Global The end of global QE is fast approaching 

 Currencies GBP likely to be volatile as Article 50 trigger looms 

 Oil OPEC set to extend cuts beyond June 

 Ireland Report says public staff earn 40% above those in the private sector 

 Samsung Company looks to Galaxy S8 to regain consumer trust 

 Bank of Ireland Richie Boucher to step down as CEO 
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Weekly Trader Monday, 27th March 2017 

This Weeks Market Events 

Monday Tuesday Wednesday Thursday Friday 

Corporate Corporate Corporate Corporate Corporate 

N/A Datalex.  
Ladbrokes. 
Hostelworld. 

N/A Kingspan (ex div) N/A 

Economic Economic Economic Economic Economic 

US Dallas Fed Manf. 
GE Retail Sales. 

US Services PMI.  
UK Nationwide House 
Px. 

UK Mortgage 
Approvals.  
US Mortgage App.  

EC Consumer Conf. 
US GDP Price Index. 

CH Manf PMI.  
EC CPI est.  

Upcoming Events 

03/04/2017 N/A 

04/04/2017 N/A 

05/04/2017 N/A 

06/04/2017 Paddy Power Betfair (ex div) Lloyds (ex div) 

07/04/2017 N/A 

03/04/2017 US PMI. EC Manufacturing PMI.  

04/04/2017 EC Retail Sales. US Durable Goods Orders.  

05/04/2017 EC Composite PMI. USD ADP Change. US ISM 

06/04/2017 CH PMI. EC Retail PMI   

07/04/2017 US NFP. US Avg Hrly Earnings 
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Cantor in The Media 
 Today FM Sunday Business Show: Caterpillar  - Ronan Reid  

View Clip  
 

 Bloomberg: Good News for Irish taxpayer may be bad news for Irish Investors  - Stephen Hall  
View Clip  

 

 Today FM Sunday Business Show—Dominos Pizza Poland  - Alan Breen  
            View Clip 

 

Current Stock Trading News  
From a market trading perspective we are long Daimler, Green REIT, Royal Dutch Shell and Kingspan and the positions remain in the 

money.  

https://www.todayfm.com/Business-Behind-The-Brand--Caterpillar
https://www.bloomberg.com/news/articles/2017-03-24/good-news-for-irish-taxpayer-may-be-bad-news-for-irish-investors
https://www.todayfm.com/The-Sunday-Business-Show/podcasts/69158/Business-Behind-The-Brand---Dominos-Pizza-Poland
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Weekly Trader Monday, 27th March 2017 

  Cantor Publications & Resources  

Daily Note 

Each day we produce a market commentary outlining critical economic and company developments. We 

leverage off our global network of analysts and investment professionals to provide clients with critical 

insights from our local teams first thing in the morning. 

Click Here 

Monthly Investment Journal 

Each month our Private Client and Research departments collaborate to issue a publication which high-
lights the performance of our flagship products, funds and our core portfolio, including the Green Effects 
fund, most recent Private Equity deals and structured product investment opportunities. 

Click Here 

5  

Investment Forum 

Through our investment Forum we bring you the latest market news, investment insights and a series of 
informative articles from our experts. 

Click Here 

http://www.cantorfitzgerald.ie/research_dailynote.php
http://www.cantorfitzgerald.ie/research_dailynote.php
https://cantorfitzgerald.ie/wp-content/uploads/2017/03/March-Investment-Journal.pdf
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/wp-content/uploads/2017/03/March-Investment-Journal.pdf
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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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Regulatory Information                                                 
Issuer Descriptions: (Source: Bloomberg) 

Lloyds: Lloyds Banking Group plc, through subsidiaries and associated companies, offers a range of banking and financial services. The Company 
provides retail banking, mortgages, pensions, asset management, insurance services, corporate banking, and treasury services  

Royal Dutch Shell: Royal Dutch Shell PLC, through subsidiaries, explores for, produces, and refines petroleum 

Bank of Ireland: Bank of Ireland provides a range of banking, life insurance and other financial services to customers in Ireland and United Kingdom  

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

 

Historical Record of recommendation 

Lloyds: We have been positive on Core Portfolio stock, Lloyds, since 01/03/14 and no change has been made to our recommendation since.  

Royal Dutch Shell: We have been positive on Core Portfolio stock, Royal Dutch Shell, since 20/05/13 and no change has been made to our recom-
mendation since then. 

Bank of Ireland: We have reinstated an outperform rating on Bank of Ireland as of 13/07/2016.  

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 rec-
ommendation have been since.  

 

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 encour-
age 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, de-
mands 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 invest-
ment. 

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 securi-

ties or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the speci fic recommendations or views expressed by that research analyst in the 

research note.   
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