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Morning Round Up

Irish Politics Takes Centre Stage 30/11/2017 OPEC meeting

Controversy surrounding the lIrish government continues to dominate

European headlines with Tanaiste Frances Fitzgerald facing a no-confidence

vote tonight at 8pm. Media reports yesterday revealed that she knew about X

the discrediting strategy related to Garda whistle-blowers even earlier than
previously thought. Leo Varadkar has previously stated his support for Mrs Asian markets were flat to down overnight as
Fitzgerald. But neither Fine Gael or Fianna Fail want an election at this stage. commodity and oil stocks lead the markets lower.

There is increasing speculation that the Tanaiste will resign and an election Oil sold off in advance of this week’s OPEC
can be avoided. If an election were to occur it would be an obvious short term meeting as Russian concemn continue to mount.

drag on some of our Irish names, most notably the Irish banks. Elsewhere. the dollar was weaker as two senior
) ) Republican senators expressed misgivings about
Border Issue Dominates Brexit the US tax bill. The White House is attempting to

Theresa May is expected to increase the divorce amount on offer when she fast-track the vote to this Thursday but is facing
meets EU leaders this coming Monday, from £20bn to £40bn. The EU had some resistance. Market focus today will be on the
been asking for £60bn but commentary in Europe this week would appear to OECD Global Economic Outlook report along with
indicate that this new offer will be accepted. In fact the focus has swiftly UK and US house prices.

moved on to another sticky issue - the Irish border. Unnamed EU officials
have now been quoted as saying that a border solution must be hammered
out first before the UK can move onto trade talks. Theresa May is desperate
to get agreement on trade talks kicking off before the end of the year. She
now faces having to assuage the Irish government, who like the UK want a
minimal border, and the DUP, who have a more hard-line approach to the
issue. Matters are further complicated by the fact that May’s minority Market Moves

government is propped up by DUP support in Parliament. Value Change % Change % Change
YTD
Russia Continues to Worry OPEC Dow Jones 23581 22.79 0.10% 19.32%
OPEC meet this week with the market already having priced in an extension S&P 2601 -1.00 -0.04% 16.20%
1 H H 1 0,
of the production cuts Ol.JT till t.he gnd of 2018.. Oil prlges have rose by.40A) Nasdag 6879 4064 045% 27 78%
since June and long positions in oil are at multi-year highs. The market is set
up for this rally to continue. Any disappointment in what OPEC can deliver is
likely to lead to a sell-of_f. RUSSIE-:I SO far has bgen the main source _of worry. Nikkei 22,486 9.75 20.04% 17.64%
The CEQ’s of all the major Russian oil companies have pleaded their case to
the government, stating that this deal is of no help to them as they are Hang Seng 29,681 -5.34 -0.02% 34.91%
profitable at $20 - $30 a barrel. Instead it has just resulted in them losing
market share and any further price gains is likely to unleash a response from Brent Oil 63.43 0.41 -0.64% 11.63%
US producers. WTI Ol 5761 050  -0.86% 7.24%
WTI Crude - Price Chart Gold 1294 -0.92 -0.07% 12.73%
™ €/$ 1.1898 0.0000 0.00% 13.13%
ez €/£ 0.8943 0.0009 0.10% 4.78%
B £/$ 1.3305  -0.0013 -0.10% 7.82%
- Yield Change
= German 10 Year 0.33% -0.008%
s UK 10 Year 1.25% -0.005%
hisas US 10 Year 2.33% 0.004%
Irish 10 Year 0.57% -0.012%
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Spain 10 Year 1.46% -0.013%
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Greencore - Improvement but still a way to go Closing Price - £1.919

News

Greencore released FY17 results this morning. Group revenue came in at £2.3197bn which was behind estimates of £2.327bn. EPS
came in at 15.4p vs Street estimates of 15.5p. Operating profit of £140.1m was again behind estimates of £141.8m. Adjusted EBITDA
came in at £189.7m, a 2% miss on consensus estimates. Operating margin fell 90bps to 6.0%. Operating cash flow came in at
£117.8m, an increase of £3.9m on the prior year. Net Debt/EBITDA remains at 2.4x, with management expectations for it drop to 2x
next year. Management guided for the rate of EPS growth to moderated due to an increasing tax rate. Overall guidance for the UK
and the US was ok. Management remain pleased with the progress of the Peacock foods integration to date and with the
development of the US commercial pipeline.

Comment

This release provided little in the way of earnings uplift. A significant negative was the guidance by management regarding the
increased tax rate expected in 2018. Exceptional items came in well ahead of expectations at £78.2m (driven by a £29.7m impairment
charge reflecting investment in IT over the last 4 years and £16.5m charge associated with the phasing out of dessert manufacturing
facilities in Evercreech), which is likely to weigh on the stock in the short term. The Group has made the decision to scrap the planned
multi-year rollout of a common Enterprise Resource Planning platform across the UK business. It has however announced a
restructuring of its UK business. There were limited details on that but it could be positive for UK operational leverage into 2018.

However, there were some grounds for positivity in this release. Guidance for the UK and US was relatively optimistic. The Peacock
foods integration is proceeding as planned and management “are confident that our strategy, portfolio, business model and
momentum positions Greencore well to drive profitability, cash flows and returns in FY18 and beyond”. The US business has already
had its first wins from the combined US commercial pipeline, which bodes well for 2018. Further new business wins are expected in
the US while the UK business is expected to see a modest improvement in operating leverage, despite significant cost inflation. Brexit
risk to the UK business is limited as it is largely local trade, made and sold in the UK. However, if consumer spending patterns worsen
due to a Brexit related downturn this has obvious implications for the UK side of the business. Management also stated that it
“recently extended its long-term, strategic partnership with one of its largest and most important customers”. It has also extended a
number of contracts in the UK and has multi-year sole supply agreements in place with all of its core customers. This should give
investors some clarity over recent worries.

We do not believe there was enough in this release for us to change our rating on Greencore just yet. Some analysts remain
concerned that the Peacock Foods acquisition may not have been a wise strategic move and replicating the Group’s UK success in
the US is a far more difficult task. Brexit uncertainties and possibility of further sterling weakness are also likely to be short term drags.
Raw material inflation in the UK continues to be a concern but based on this release management seem well adept at mitigating this
headwind. The rhetoric on extension of longer term contracts in the UK & US plus new contract wins in the US is the major positive in
this release We believe there has been improvement but there remains some way to go. We would like to see continuing
improvement in free cash flow, underutilization issues in the US addressed and some more colour on the pipeline and new contract
wins in the US. We note the improvement, including management guidance for “strong FY18 growth” , but do not believe this release
contains enough to result in material upgrades for 2018 expectations. Greencore continues to trade at a major discount (30%
discount to average 3 year P/E of 16.4x and 50.4% to the sector average of 22.9x). We maintain our Market Perform rating.

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

Investment § Monthly Investment Journal

imestment &4 y

S 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)

Greencore: Greencore manufactures and distributes a diverse range of primary foods and related products, food ingredients and prepared foods to
the consumer and industrial sectors

Historical Recommendation:
Greencore: We revised our recommendation for Greencore, to Market Perform from Outperform, as of 25/08/2017.

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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