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Morning Round Up

Banks’ cost set to rise by 4%, while 40,000 jobs at risk in the UK
Yesterday, Oliver Wyman published a detailed report on the impact on UK
domiciled banks’ costs and their capital position as a result of Brexit. The
consultancy firm estimated that bank’s costs on average will rise by 4% while
capital requirements will increase by 30%. HSBC recently reported that Brexit
would have an immediate $200m to $300m cost for the global bank, and its
CEO, Stuart Gulliver said $1bn of revenue from its global banking and
markets division would be “at risk”. All UK banks are currently working on
their exit strategies for Brexit which have to be submitted to the Bank of
England. This report also suggests that Brexit could force 31,000 — 35,000
jobs out of the country. In the worst case scenario, where Euro clearing is
moved to the Eurozone from the UK, 40,000 jobs could be at risk.

Prospects of a rate hike from Bank of England meeting fade

This Thursday, the Bank of England will publish an updated set of economic
growth and inflation forecasts, however the most recent UK inflation for June
reading fell to 2.6% from 2.9% the previous month, meaning longer term
inflation forecasts may ease. This latest inflation reading is still above the
BOE’s 2% inflation reading. This has reduced the probability of a 25bps rate
hike to just 40% from 56% a month ago. Last month, the BOE voted 5-3 in
favour of keeping the UK Base Rate unchanged at 0.25%. However,
economists now expect this will fall back to 6-2 votes this Thursday, as the
new voting member Silvana Tenreyro replaces Kristin Forbes who voted for a
hike last month. Consensus economist growth forecasts polled by Bloomberg
are now below the BOE’s growth forecasts for 2017 and 2018.

Stronger Euro showing signs of pressure on European Earnings

So far in Q2/17 earnings season, 264 companies within the Euro Stoxx 600
Index have reported earnings. Only 56% of these companies have beat on
earnings compared to 66% in Q1/17. The Euro’s recent ascendancy against
most major G10 currencies is being partially blamed for this softer outcome
and consensus earnings growth forecasts in Europe are being revised lower
by analysts as a result. Analysts’ now expected 13% earnings growth in 2017,
down one percentage point from 14% at the beginning of June. This hasn’t
stopped investors pouring capital into European funds in 2017.

EURUSD - price chart

-1.0600)

F1.0400)

i hug T e T oot Hou Dac s T Feb Har

Key Upcoming Events

03/08/17 - BOE Decision

Market View

The Caixin China Manufacturing PMI rose for a
second straight month overnight which is helping
risk assets open higher this morning in Europe.
EURUSD continues to make new highs in 2017,
reaching $1.1840 this morning. We have a lot of
European data this morning which should give
EURUSD direction today. Oil prices have
recovered to 2 month highs with Brent oil prices at
$52.70, as investors believe the market is
tightening. Key market focus today is Eurozone
GDP, Eurozone and UK Manufacturing PMls,
German unemployment data, and Q2/17 earnings
from Heidelberg Cement, Intesa and Natixis and
Apple reports after the close tonight.

Market Moves

Value Change % Change % (:Yr.:_?ge
Dow Jones 21891 60.81 0.28% 10.77%
S&P 2470 -1.80 -0.07% 10.34%
Nasdag 6348 -26.55 -0.42% 17.93%
Nikkei 19,986 60.61 0.30% 4.56%
Hang Seng 27,512 187.91 0.69% 25.05%
Brent QOil 52.73 0.01 0.02% -1.20%
WTI Qil 50.21 0.04 0.08% -6.53%
Gold 1268 -1.08 -0.09% 10.53%
€/$ 1.1822 -0.0020 -0.17% 12.41%
€£ 0.8947 -0.0014 -0.16% 4.82%
£/$ 1.3214 -0.0001 -0.01% 7.08%

Yield Change
German 10 Year 0.56% 0.012%
UK 10 Year 1.23% 0.012%
US 10 Year 2.30% 0.009%
Irish 10 Year 0.85% 0.009%
Spain 10 Year 1.50% -0.001%
Italy 10 Year 2.10% 0.001%

Source: Bloomberg, CF Research July 2017
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DCC - UK acquisition announced Closing Price - £66.65

News

DCC announced this morning the acquisition of MTR Limited. MTR is a UK based company that provides second lifecycle solutions
for mobile and tablet devices. Base in Harlow and employing 60 people, MTR Partners with retailers, mobile handset manufacturers
and insurance companies to source and refurbish mobile phones and tables for resale in the UK and abroad. In the year to 30
November 2016 MTR generated revenues of £11m. MTR recently signed an agreement with Samsung for to run its device trade-in
program in the UK for the next 3 years. This was on top of an already signed 5 year deal to run Samsung’s UK repair program. MTR
conducted more than 70,000 repairs last year and recently moved from a 3,000 sq. ft. facility to a 13,000 sq. ft. facility. There were no
details released regarding the price paid for MTR.

Comment

DCC management have always stated that they remain committed to continuing acquisitions but will be selective in their targets.
There was very little detail in the release but we welcome the addition into DCC’s technology portfolio. The fact that MTR retains an
exclusive relationship with Samsung is also a positive. However, in the context of a £5.9bn market cap company, this acquisition is
unlikely to move the dial. In our most recent note we had been guiding investors to purchase DCC stock during the recent weakness.
We are still of that opinion. The company fundamentals remain sound with a consistent track record of earnings beats and upgrades.
Net debt/EBITDA remains very healthy at 0.92x with £1.04bn in cash on the balance sheet. Management have stated that there are
plenty of opportunities in the M&A pipeline. Recent Euro strength allied with sterling weakness and Brexit pessimism may be some of
the factors causing the recent sell-off. However, we believe this is transitory and DCC should re-rate higher by the end of the year.

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)
DCC: DCC is a sales, marketing, distribution and business support services company.

Historical Recommendation
DCC: We have an Outperform on DCC as of 17/8/15 changing to Outperform from Not Rated.

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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