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Morning Round Up

Famous bond investor, Jeffery Gundlach reduced exposure to junk
bonds

Famous bond investor, Jeffery Gundlach, the CEO of DoubleLine Capital said
risky assets such as junk bonds and emerging-market debt are overvalued.
He is repositioning clients money away from higher risk junk bonds towards
higher quality credits which are less sensitivity to rising interest rates. He is
concerned junk bonds and EM debt are overvalued. Mr Gundlach said “if
you’re waiting for the catalyst to present itself, you’re going to be selling at a
lower price”. Volatility is at history lows levels, and Mr Gundlach that volatility
is set to increase, however he doesn’t anticipate a recession within the next 6
months.

Republicans discuss tax changes

The US House and Senate are open to discussing a hybrid approach to tax
reform which would combine lasting tax code changes which would deter US
corporates shifting profits overseas. Republicans are still struggling to make
any progress on a tax overhaul that doesn’t inflation the already bloated
federal deficit. A hybrid approach including permanent and temporary tax
changes could be the solution. However, some critics caution that temporary
tax changes wouldn’t spur economic growth in the US.

US Credit Card debt sets new record

US credit card debt grew to $1.02 ftrillion surpassing record levels last
recorded in 2008. Large US financial institutions, such as JP Morgan and
Citigroup have increased exposed to credit card lending which offers
attractive returns in a low yield environment. After the 2008 financial crisis,
US banks had to write off c. $100bn of bad credit card loans.

North Korea tensions escalate

Overnight, North Korea leader King Jong Un ordered his military to examine a
plan for a missile strike on the U.S. military base on Guam, making an
unusually explicit threat to attack the U.S. This threat came after President
Trump cautioned North Korea to not "make any more threats" to the U.S.,
warning of a response of "fire and fury like the world has never seen." This
geopolitical risk has caused a selloff in global risk assets with your typical
safe haven assets such as gold and Japanese Yen catching a bid. This is the
biggest near term risk for markets to navigate through in a extremely low
volatile environment.
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Key Upcoming Events

24/08/17 Jackson Hole

Market View

Asian markets were down overnight as tensions on
the Korean peninsula were ratcheted up. Mr Trump
stated that the US must stand ready to strike North
Korea. North Korea in response stated it was
looking at the possibility of a strike on a US naval
base on Guam. US markets sold off into the close
on the news as well. Elsewhere the euro rally took
a breather with EURUSD dropping below 1.18
after some better than expected jobs numbers in
the US. Market focus will be on a slew of US retain
earnings over the next few days to see if the US
consumptions remains healthy.

Market Moves

Value Change % Change % (:Yr.:_?ge
Dow Jones 22085 -33.08 -0.15% 11.75%
S&P 2475 -5.99 -0.24% 10.55%
Nasdag 6370 -13.31 -0.21% 18.34%
Nikkei 19,739 -257.30 -1.29% 3.27%
Hang Seng 27,786 -68.76 -0.25% 26.30%
Brent QOil 52.01 -0.13 -0.25% -8.47%
WTI Qil 49.14 -0.03 -0.06% -8.53%
Gold 1268 7.29 0.58% 10.52%
€/$ 1.1752 0.0000 0.00% 11.74%
€£ 0.9030 -0.0016 -0.17% 5.80%
£/$ 1.3014 0.0022 0.17% 5.46%

Yield Change
German 10 Year 0.46% -0.012%
UK 10 Year 1.13% -0.023%
US 10 Year 2.25% -0.007%
Irish 10 Year 0.77% -0.008%
Spain 10 Year 1.44% -0.013%
Italy 10 Year 2.00% -0.002%

Source: Bloomberg, CF Research August 2017
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AIB - Interview with Colin Hunt show great ambition Closing Price - €4.84

News

The Sunday Business Post newspaper published a detailed interview with Colin Hunt, AIB’s head of Wholesale, Institutional and
Corporate Banking division. This division account for 15% of AIB’s total loan book, but account for 29% of new lending, meaning this
division is growing in importance. In this interview, Mr Hunt revealed AIB’s ambitions to be the leading supplier of capital to Irish
corporates. The division is looking to diversify revenues by launching a new mezzanine finance team and a capital development team.
The Group is looking to take small equity positions in both listed and unlisted companies. Earlier in the month, AIB took a 5.6% equity
stake in the newly listed Irish renewable energy company, Greencoat. The growth appetite of the Group is increasing, as the bank is
now open to investing in larger multi-billion infrastructure projects backed by state-revenues.

Comment

AIB has ambitions to become the leading financier of Ireland’s renewable energy sector. This could an be avenue for lending growth
as the Irish government needs to build new renewable energy projects to meet EU mandates which fall due between 2020 to 2030.
AIB is building up expertise in the area of on and off-shore wind farms, solar, biomass energy. This area offers attractive risk adjusted
returns for the group. Mr Hunt said the Irish government needs to have a renewed focus on capital investment, on projects that will
underpin our long term competitiveness and make Ireland a more attractive place to work, live and invest. If the government fails to
invest then Ireland could lose out in terms of competitiveness and as a location for FDI”. On the recent equity sale by the Irish
government, Mr Hunt said “the IPO was a major milestone on the bank’s return to health”. AIB is currently conducting research which
examines the role of home builders, funders and government in addressing the housing shortfall which should be published this
quarter. He said “the bank is open to financing builders it worked with pre-crash, and who had loans transferred to NAMA”. In Mr
Hunt’s opinion it is the number one economic, social and political issue the country needs to address. Relationships with such
developers are necessary to increase the supply of new homes in Ireland. In our opinion, AIB’s ambition to grow lending should bode
well for earnings growth. We maintain our 12 month target price at €5.05 and believe it is now a sustainable dividend investment
case. However, given that it trades at 1.0x FY17e Price/ Book and that its closest peer, Bank of Ireland trades at 0.85x P/B we see
greater upside potential for BOI in the near term.

Stephen Hall, CFA | Investment Analyst

Paddy Power Betfair - Weak results & CEO departure Closing Price - €80.20

News

Paddy Power Betfair had release H1/17 results yesterday that were weak across the board. EPS came in at £1.81 which missed
street estimates of £2.11. Revenue of £827m also missed consensus estimates of £843m. Operating profit of £180m vs est. £231mn
was another miss. EBITDA was up 21% to £220m but fell short of estimates of £227m. From a positive perspective management
maintained FY EBITDA guidance at £445m - £465m. Importantly, online growth fell to 10% which is now below peers in the sector.
Margin also fell, impacted by customer friendly results in Q2, mainly driven by soccer. Gaming revenue, despite a recovery in the Q1,
continues to disappoint.

Comment

These results were weak across the board. We have had Paddy Power on Underperform since January of this year. Since then it has
declined 23.5%. We had recently been guiding investors for some potential loss of market share due to management’s focus on
completing the platform integration which has resulted in less content being produced. This appears to be happening with Paddy’s
peers posting higher online growth rates. Separately, CEO Breon Corcoran announced his departure the day before the results were
released. This was an unexpected move and the stock sold off 5% on the day. Mr Breon had quite a good track record at both Paddy
Power & Betfair & was expected to oversee the platform integration to completion (management has guided for it to be done by the
end of 2017). He was also expected to manage the new business model for a long time to come. It was down a further 3.6%
yesterday on the back of these weak results. The overall sector is facing into regulatory headwinds in the second half of the year. This
coupled with the now obvious stock specific issues evident at Paddy leads us to believe risks are still weighed to the downside. Paddy
also continues to trade at a substantial premium to its peers. We maintain our Underperform.

Will Heffernan | Investment Analyst
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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 meets on a weekly basis to craft this strategy, thereby al-
lowing clients to dynamically position portfolios to take advantage of the most up to date market develop-
ments.

Click Here

= Monthly Investment Journal
Investment ¢

JOURNAL = Each month our Private Client and Research departments collaborate to issue a publication which highlights
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

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

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

Historical Recommendation
AIB: We moved our rating from under perform to out perform on the 23/06/2017
Paddy Power Betfair: We have changed our outlook on Paddy Power Betfair to “Market Perform” from “Outperform” as of 31/01/2017

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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