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Morning Round Up

May edges closer to deal with DUP

May is seeking the support of the DUP’s 10 lawmakers in the House of
Commons after being stripped of her majority in this month’s election, with
negotiations centering on extra money for Northern Ireland and plans for the
U.K.’s exit from the EU. The two parties failed to reach an agreement before
Wednesday’s Queen’s Speech. DUP leader Arlene Foster has said she wants
a “sensible” Brexit, but hasn’t spelled out what that means exactly. Foster is
looking for a “frictionless border” with the Irish Republic after the U.K. exits
the European Union.

UK Financial services job exodus to Frankfurt.

Japan’s biggest securities firms Nomura Holdings and Daiwa have zeroed in
on Frankfurt as their base in a post-Brexit European Union. Frankfurt, home
to the European Central Bank, has emerged as one of the favoured options
for global banks seeking to relocate jobs from London. Goldman Sachs and
Morgan Stanley are also looking for office space in the city, which could serve
as their new trading hub inside the EU. The U.K.’s Chancellor of the
Exchequer Philip Hammond and Bank of England Governor Mark Carney
joined forces this week to defend the financial-services industry as the
government seeks to shift its Brexit focus away from controlling migration to
safeguarding jobs. Hammond said the “fragmentation” of services would
increase prices of financial products, while Carney called for a new system of
cooperation between Britain and the EU over derivatives clearinghouses.

El-Erian highlights potential UK stagnation.

In an article posted on Bloomberg.com yesterday, Mohamed El-Erian
commented on current issues on the UK economy. He feels that after holding
up impressively well in the immediate aftermath of the June 2016 Brexit
referendum; the U.K. economy is coming under pressure. Economic growth
has slowed notably, wages are stagnating and inflation has marched up
toward 3%, the highest among the major advanced economies. He pointed
out that inflation is above its target, and will likely deviate more in the months
to come. But an interest rate hike to counter this could also undermine
consumption, investment and growth. He also notes that it is only a matter of
time before business and household confidence comes under pressure. He
concludes that although not ideal the BOE finds itself at the fore charged with
the management of these weak economic prospects.

UK Inflation - CPI Forecasts

Key Upcoming Events

26/06/17 - US Durable Goods Orders
29/06/17 - US QoQ GDP Growth Rate

Market View

Asian equities ended a poor weak as Chinese
weakness continues to take hold. Oil halted a
week long losing streak but remains below $43 a
barrel. Global equities rebounded backed by a
bounce back in the tech sector. However investor
concerns about a potential policy mistake by the
Fed remains. Market focus today will be on Fed
speakers, EU & US manufacturing PMIs and US
home sales data.

Market Moves

Value Change % Change % (:Yr.:_?ge
Dow Jones 21397 -12.74 -0.06% 8.27%
S&P 2435 -1.11 -0.05% 8.74%
Nasdag 6237 2.73 0.04% 15.86%
Nikkei 20,133 22.16 0.11% 5.33%
Hang Seng 25,687 12.76 0.05% 16.76%
Brent QOil 453 0.08 0.18% -20.27%
WTI Qil 4282 0.08 0.19% -20.29%
Gold 1254 3.34 0.27% 9.27%
€/$ 11173 0.0021 0.19% 6.24%
€£ 0.8788 -0.0006 -0.07% 2.96%
£/$ 1.2714 0.0032 0.25% 3.03%

Yield Change
German 10 Year 0.25% 0.002%
UK 10 Year 1.02% -0.017%
US 10 Year 2.15% 0.007%
Irish 10 Year 0.66% 0.002%
Spain 10 Year 1.38% -0.009%
Italy 10 Year 1.90% -0.004%
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AIB (Outperform) - Irish Government sells at least 25% stake in AIB at €4.40 a share

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO, THE UNITED STATES OF AMERICA,
AUSTRALIA, CANADA, JAPAN, THE REPUBLIC OF SOUTH AFRICA, SWITZERLAND OR ANY JURISDICTION WHERE TO DO SO MIGHT
CONSTITUTE A VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH JURISDICTION.

News

This morning the Department of Finance set the final price for the 25% equity sale of the Irish Government's 99.9% holding in Allied
Irish Banks (AIB) at €4.40 which was right in the middle of the final indicative pricing range of between €4.30 to €4.50 previously set
on the 21% of June. At €4.40 a share, it values AIB at roughly €11.94bn which values the Group at approximately 0.95x FY17e Price/
book, a marginal valuation premium relative to Bank of Ireland at 0.85x and the broader Euro Stoxx 600 Banking Index (SX7P Index)
at 0.90x. The Irish Government sold roughly 679 million shares (25% of shares outstanding) at €4.40 a share raising €3 billion for the
Irish State before fees and commissions payable. Deutsche Bank acted as the lead underwriter has the right to exercise an “Over-
allotment Option”, meaning it could take down an additional 102 million shares representing 15% of the Base Offer. It will likely do so
if institutional investor demand is strong over the next 30 days. If this option is exercised, then the Irish Government will remain the
majority shareholder in AIB with a 71.2% ownership post this equity sale. It intends to gradually sell down its remaining stake over the
next decade, however no indicative timeline has been disclosed for this remaining balance to be sold. The free float in AIB could be
as highs as 28.7% compared to 25% in Permanent TSB and 86% in Bank of Ireland.

Comment

The Department of Finance has allocated 10% of the issue to retail investors who participated in the deal. Retail investors who
ordered between €10,000 to €50,000 will receive a full allocation. However, for larger orders above €50,000 each additional €1 order
will only be filled approximately 53c on the Euro. For example a €100,000 offer will be filled at €76,400. Given that we have a balance
outlook on the Irish banking sector and specifically for clients who did not get a full allocation we recommend investing the remaining
unallocated position in Bank of Ireland (BKIR) which has underwent a de-rating in recent weeks as institutional investors have sold
down existing holdings in BKIR to free up capital to gain exposure to AIB.

Focusing on AIB, we are positive on the underlying fundamentals of the Group and forecast most key financial metrics trending in the
right direction over our investment horizon of 2017 to 2019. AIB reported a Net Interest Margin (NIM) of 2.46% in Q1/17 which we see
averaging 2.48% in 2017, rising to 2.51% in 2018 and 2.53% in 2019 supported by stable asset yields, reduced cost of funding,
NAMA Senior Bond maturities, on-going redemptions in its tracker mortgage book, and new loan growth. However, its AFS book will
be a near term drag on NIM over the next 3 years.

We are positive on the loan growth prospects for AIB over the medium term. Irish households, corporates and SMEs have gone
through a multi-year deleveraging cycle since the financial crisis. With Irish consumer and business sentiment readings close to multi-
year highs, and their respective balance sheets in a much healthier position. We therefore anticipate a gradual recovery in mortgage,
personal, SME and corporate lending over our investment horizon which leads to a positive inflection point in AIB’s net loan balance
in 2017. We forecast total new lending by AIB could grow from €8.7bn seen in 2016 to approximately €12.5bn by 2019 as it grows
lending across mortgage, personal, SME and corporate lending while new lending in the UK remains close to €2bn per annum. We
are also positive on the outlook for new housing completions in Ireland which should steadily rise over the coming years specifically
supporting mortgage lending growth.

We forecast that the Group will generate organic capital in the region of between 160bps - 170bps per annum between 2017 to 2019
and this is before the utilisation of AIB’s €3bn of Deferred Tax Assets which should be utilised over approximately the next 20 years.
Given the strength of AIB’s capital position (CET1 ratio at 16.0% at Q1/17) we think the Group will have a dividend pay-out ratio of
35% in 2017, rising to 45% in 2018 and 55% in 2019 of sustainable earnings. This translates into a DPS of 12.3¢ for 2017, 15.2c for
2018 and 18.9c in 2019 which is a dividend yield of 2.8%, 3.5% and 4.3% over the next three years based off the opening price of
€4.40 a share. We envisage AIB will have a significant excess capital position by 2019 and if the Group is successful in reducing its
Non-Performing Loan (NPLs) balance, then we believe there is potential for AIB to distribute excess capital to shareholders in the
form of a special dividend.

We think the trend of improving asset quality will remain firmly intact, and forecast AIB’s Non-Performing Loan balance reducing by
€2bn in 2017, €1.5bn in 2018 and €1bn in 2019. This means the Group’s stock of NPLs could drop to €4.6bn by 2019 which equates
to 6.7% of gross loans at the time. Finally, we are positive on the underlying economic fundamentals in Ireland. Irish unemployment
rate fell to 6.2% in March 2017 from a post crisis high of 15.2%. Wage inflation is on the rise while collateral values are set to improve.
This should lift more customers out of negative equity and improve their repayment capacity.

We raise our investment outlook on AIB to Outperform from Underperform as of today and aim to have a full in-depth note out on AIB
on Monday 26th June.

Please refer to page 5 for disclaimers associated with this article
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Cantor Publications & Resources

Weekly Trader

On Mondays, we release our Weekly note in which we provide a view on Equity markets for the coming days,
and highlight a number of Equities which we believe provide exposure to the important themes unfolding in
the markets. Our in-house Investment Committee meet on a weekly basis to craft this strategy, thereby allow-
ing clients to dynamically position portfolios to take advantage of the most up to date market developments

Click Here

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

investment FORUM
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Regulatory Information

Issuer Descriptions: (Source: Bloomberg)

AIB: Allied Irish Banks plc (AIB) attracts deposits and offers commercial banking services. The Bank offers mortgage, automobile, business, plant and
equipment purchase, and lease financing loans, investment banking, securities brokerage, asset management and treasury services, and discounts
invoices. AIB operates in Ireland, the United Kingdom, and the United States.

Historical Recommendation
AIB: We moved our rating from under perform to out perform on the 23/06/2017

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 Ire-
land 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 Lon-
don 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 evalua-
tion 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 in-
vestor 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 en-
tirely 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 in-
curred 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 sub-
ject 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 reve-
nues 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 recommenda-
tions contained in this note has not been compromised. Nonetheless CANTOR IRELAND is satisfied that the impartiality of research, views and rec-
ommendations remains assured.

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 re-
flect 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.

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

CA‘WR ; g o Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633.

4 Twitter : @cantorlreland in) 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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DISCLAIMER FOR DAILY NOTE

Regulatory Disclaimer and Disclosures

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO, THE UNITED STATES OF AMERICA, AUS-
TRALIA, CANADA, JAPAN, THE REPUBLIC OF SOUTH AFRICA, SWITZERLAND OR ANY JURISDICTION WHERE TO DO SO MIGHT CONSTI-
TUTE A VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH JURISDICTION.

This announcement is an advertisement and not a prospectus (or prospectus equivalent document) and is not an offer to sell, or a solicitation of an
offer to subscribe for or to acquire securities in any jurisdiction, including in or into the United States, Australia, Canada, Japan, the Republic of
South Africa or Switzerland. Investors should not purchase any shares referred to in this announcement except on the basis of information in the pro-
spectus published by the Company on 12 June 2017 (the “Prospectus”) in connection with the proposed Offer and Admission. Terms defined in the
Prospectus have the same meaning when used in this announcement. Nothing in this announcement is to be interpreted as a term or condition of the
Offer. Neither this announcement nor any part of it shall form the basis of or be relied on in connection with or act as an inducement to enter into any
contract or commitment whatsoever in any jurisdiction.

Analyst Certification

The Research Analyst(s) on the front cover of this research note certifies (or, where multiple research analysts are primarily responsible for this re-
search note, with respect to each security that the research analyst covers in this research) that; 1) all of the views expressed in this research note
accurately reflect his or her personal views about any and all of the subject companies and their securities; and 2) no part of any of the research ana-
lyst's compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed by the Research Analyst(s) in
this research note.

General disclosures

Cantor Fitzgerald Ireland Limited (“Cantor Ireland”) 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.

This communication has been prepared by and is the sole responsibility of Cantor Fitzgerald Ireland Limited of 75 St Stephens Green, Dublin 2, which
is an authorised person for the purposes of the European Communities (Markets in Financial Instruments) Regulations 2007 (as amended) in Ireland
or the Financial Services and Markets Act 2000 in the United Kingdom.

This research note has been prepared by Cantor Ireland for information purposes only and has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. This research note is not intended to and does not constitute personal recommendations/
investment advice nor does it provide the sole basis for any evaluation of the securities discussed. Specifically, the information contained in this re-
search note should not be taken as an offer or solicitation of investment advice, or encourage the purchased or sale of any particular security. Not all
recommendations are necessarily suitable for all investors and Cantor Ireland recommend that specific advice should always be sought prior to invest-
ment, based on the particular circumstances of the investor.

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.

Although the information in this research note has been obtained from sources, which Cantor Ireland believes to be reliable and all reasonable efforts
are made to present accurate information Cantor Ireland give 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. Nor shall Cantor Ireland, or any of its 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 in-
curred in consequence of any use of, or reliance upon, the information. Any person acting on the information contained in this note 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 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 effect 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 reve-
nues 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 con-
tained 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/requlation_mifld.shtml

Other important disclosures

Prices quoted in this research note, unless otherwise indicated, are as of close on the previous trading day.

The distribution of this research note in other jurisdictions may be restricted by law and persons into whose possession this specialist sales market
commentary publication comes should inform themselves about and observe any such restrictions. By accepting this research note you agree to be
bound by the foregoing instructions.

The trading in AIB shares remains on a conditional basis, with the seller reserving the right to withdraw and cancel the offer prior to admission to the
Office Exchange Lists (Irish Stock Exchange “ISE” and London Stock Exchange “LSE”) which is expected to occur Tuesday June 27th at 8am. In the
event that the seller exercises this right all AIB subscription monies received will be returned to investors without interest. Furthermore any AIB share
transactions entered into during this period of conditional dealing, i.e. from Friday June 23rd to Tuesday June 27th will be voided and any ensuing loss
will be for the account of the person entering into such an AIB conditional share transactions and Cantor Fitzgerald Ireland Limited will have no liability
thereof.

A draft of this research note has been shown to the company following which factual amendments have been made.

Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633.
email : ireland@cantor.com web : www.cantorfitzgerald.ie
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