
 

 

 Value Change  
% Change 

YTD 
% Change 

Dow Jones 22026 9.86 11.45% 0.04% 

S&P 2472 -5.41 10.42% -0.22% 

Nasdaq 6340 -22.30 17.78% -0.35% 

      

Nikkei 19,952  -76.93 4.38% -0.38% 

Hang Seng 27,541  9.70 25.18% 0.04% 
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Morning Round Up 
EM – Flows Picking Up 

With MSCI Emerging Markets up 23% year to date and outperforming 

developed markets indices, it seems investors’ appetite for EM exposure 

continues to grow. Data released yesterday show fund flows into EM were at 

their highest level since 2014 last week. $2.2bn of inflows in the week to 

August 2 were recorded. EM bond funds had $1.9bn of inflows according to 

data tracked by EPFR. Strong economic data from emerging economies 

allied with a weaker US dollar has helped turn around investor sentiment 

towards EM. Economic growth is generally stable, current account balances 

are heading in the right direction and EM currency volatility has been low of 

late. From a multi-decade perspective EM, in particular Asia, remains on 

course to be the global growth engine of the future.  

 

USD – Continued Weakness 

US dollar continues to weaken against the euro. Yesterday EURUSD moved 

to $1.188. We had been guiding investors for EURUSD to be around the 

$1.20 - $1.21 mark by the end of the year. However, long euro positioning is 

now very stretched and we had been expected a pull-back in the short term. 

This has yet to happen as the dollar side continues to weaken on the back of 

more political turmoil in Washington. News was released yesterday that 

Special Counsel Robert Mueller has selected a grand jury in order to assess 

the viability of criminal charges or indictments against defendants. This is a 

ramping up of the investigation and indicates to us that it is not going to go 

away any time soon. Also yesterday, US Services PMI came in at 53.9 vs 

Street estimates of 57 which would have also weighed on the dollar.  

 

BOE – Dovish Turnaround 

The BOE met yesterday and voted 6-2 in favour of no hike. This was a 

change from a 5-3 vote from the last meeting. This dovish move was backed 

up by both changes to BOE projections and Governor Carney’s statements in 

the press conference. BOE economists reduced their expectations for UK 

growth to 1.7% and 1.6% in 2017 and 2018 respectively. This was previously 

at 1.9% and 1.7%. Mr Carney emphasised the importance of Brexit 

negotiations to the near term growth prospects of the UK economy; of all the 

factors determining the economy’s fate, “the most important is the outcome of 

the Brexit negotiation”. He also hinted at a potentially complex process with 

“the assumption of a smooth transition to a new economic relationship with 

the EU will be tested”. EURGBP rose to £0.903 and the prospects of a BOE 

hike by the end of the year dropped to 33%. 

 

EURGBP - price chart  

 Market Moves 

Brent Oil 51.97 -0.04 -8.54% -0.08% 

WTI Oil 48.99 -0.04 -8.80% -0.08% 

Gold 1269 0.79 10.62% 0.06% 

      

€/$ 1.1881 0.0011 12.97% 0.09% 

€/£ 0.9036 0.0002 5.87% 0.02% 

£/$ 1.3148 0.0010 6.55% 0.08% 

 Yield Change 

German 10 Year 0.46% 0.003% 

UK 10 Year 1.16% 0.006% 

US 10 Year 2.22% 0.003% 

   

Irish 10 Year 0.75% 0.005% 

Spain 10 Year 1.47% 0.016% 

Italy 10 Year 2.00% 0.009% 

1  

Friday, 4
th
 August 2017 

 Key Upcoming Events 

24/08/17 Jackson Hole 

 Market View  

 

Asian markets were mixed overnight as new of 

Robert Mueller’s grand jury selection broke. The 

Reserve Bank of Australia also lowers it economic 

growth forecasts for this year to 2% which did not 

help. Europe managed to generate positive 

performance despite a rally in the euro, which had 

been a catalyst for negative performance recently. 

Market focus today will be on US non-farm payroll 

numbers which is expected to increase by 180k. 

Analysts will also be paying attention to wage 

inflation which is expected to tick up by 0.3%.  

Source: Bloomberg, CF Research July 2017 Source: Bloomberg, CF Research July 2017 
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News 

FBD reported a strong set of H1/17 results this morning. It reported  profit before tax of €11.9m (€3.6m loss in 2016) and an 

underlying EPS of 30c. Gross Written Premiums (GWP) were up 4.9% (€8.9m) to €189.7m vs. €180.8m in H1/16. The Group 

benefitted from strong customer retention and new business performance its Farm, Small Business and Consumer business lines. Its 

Combined Operating Ratio ("COR") fell to 93.1% vs. 101% in H1/16, a reading below 100% suggests a return to profitability. This 

improvement included a one-time €5.6m MIBI provision release following the Setanta Supreme Court judgement ("the MIBI levy 

release"). The Group is now targeting modest growth in our core areas while continuing to apply underwriting discipline. Management 

had targeted a mid-nineties to high-nineties COR for 2017. It Loss Ratio improved from 78.9% in H1/16 to 70.5% in H1/17 due to 

better risk selection and improved price adequacy, and also from a benign period of adverse weather events. Its Expense Ratio up 

ticked to 22.6% in H1/17 from 22.1% reported in H1/16 which was largely attributed to an increase in the depreciation charge from its 

new policy administration system. Its investment book reported an annualised total investment return of 0.7%, reflecting on-going low-

return environment with increases in core bond yields driving modest unrealised mark to market losses of 0.3%. The increase in 

average premiums slowed to 5% year-on-year, after sizable gains seen between 2014 to 2016. Its financial services division 

contributed a profit of €1.8m compared to €0.5m in H1/16. The Group maintained its Solvency II position at 126% of its required 

amount. The Group introduced a new reinsurance programme to provide greater protection at lower cost. This new reinsurance policy 

should provide better cover in extreme events, while accepting more additional property risk.  

 

Comment  

On the claims environment, FBD’s CEO, Fiona Muldoon said “we need urgent reforms to tackle injury claims pay-outs and to address 

the impact claims costs are having on the affordability of insurance for farmers, small businesses and consumers up and down the 

country. In the absence of reform all insurance customers will continue to pay the too-high cost of these awards through higher 

insurance premiums." FBD incurred net claims of €112m in the period compared to €120m incurred in H1/16. Management did say 

“the claims environment has stabilised somewhat during 2017 with claims inflation continuing to moderate from very high levels seen 

in 2014 and 2015, and it is still too early to assess the impact of the revised Book of Quantum introduced last year”. Management 

welcomes the proposed strengthening of the powers of the Personal Injuries Assessment Board to enable claims settlement in a more 

efficient and expedient manner for all parties. In terms of outlook, management said “it is now evident that FBD has stabilised. The 

Group looks forward to developing on this success, targeting modest profitable growth and continued stabilisation in policy volumes in 

the second half of 2017”. This was a strong update from the Group, and we maintain our Outperform outlook on the Group, although 

our target price remains under review.  

 

Stephen Hall, CFA | Investment Analyst 

FBD - Continued progress in H1/17  Closing Price - €8.40 

News 

Following on from last Thursday’s pre-release of H1/17 results, Allianz released official Q2/17 results this morning. Underlying 

profitability came in a €2bn, a 23% increase year-on-year, while revenues came in at €30bn. It reported an operating profit of €2.93bn. 

The Group said Q2/17 cost/income ratio within its asset management division fell to 62.5% while PIMCO saw €52bn of positive asset 

inflows during the quarter. It reported a Solvency II ratio of 219%.  

 

Comment  

Management remains committed to stripping out costs and automating its underwriting  and claims handling divisions which should 

improve the Group’s productivity and help protect margins from rising regulatory costs and pricing pressure. Allianz has pledged €1bn 

in productivity gains by 2018 to be achieved by automating function in policy underwriting and claims handling. The insurer spent 650 

million euros in 2016 to digitalize its global business and plans to invest more than 750 million euros this year. The Group’s Combined 

Operating Ratio, which is the insurance industry’s key measure of operational performance fell to 93.7% in Q2/17 from 96.4% in 

Q2/16 and was helped by fewer claims associated from natural disasters.  Management raised its full year 2017 operating profit 

guidance towards the upper end of its €10.3bn to €11.3bn range. Consensus operating profit forecasts currently stands at €10.9bn, 

meaning there is room for earnings upgrades on the back of this update this morning, which the market has reacted favourably to, 

opening 2% higher. Despite a very strong performance in its share price over the past 13 months (>50% gains), we see further upside 

for the Group in H2/17 within a rising yield environment in Europe. Despite this recent rally, Allianz only trades at 11.5x FY17e 

earnings. The stock also offers an attractive dividend yield of 4.3% for 2017.  

 

 

Stephen Hall, CFA | Investment Analyst 

 

 

Allianz - strong H2/17 update Closing Price - €186.50 
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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 

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 

3  

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://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/wp-content/uploads/2017/05/May-Investment-Journal.pdf
http://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/wp-content/uploads/2017/05/May-Investment-Journal.pdf
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Regulatory Information 
Issuer Descriptions: (Source: Bloomberg) 

Allianz: Allianz, through it subsidiaries, provides insurance and financial services.  

FBD: FBD Holdings plc is primarily involved in insurance underwriting  

 

Historical Recommendation  

Allianz: We have been positive on Core Portfolio stock, Allianz since 24/04/14 and no changes have been made to the recommendation since then  

FBD: We moved FBD from Market Perform to Outperform on the 6th December 2016.  

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 wil l be, directly or indirectly, 

related to the specific recommendations or views expressed by that research analyst in the research note.   
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