Weekly Trader

Upcoming Market Opportunities and Events

Monday, 20" November 2017

Key Themes This Week

Recent market action explained

Markets regained some of their composure towards the end of last week
following some heavy selling that started the previous week. US HY gained
1% on Thursday, following a decline of 2% the previous week. Fund flow
data showed that outflows from high yield reached $5.1bn, the largest in 3
years. This sell off appears to be linked to weak earnings and company
specific hiccups, most notably in Telecoms, and not the broad based sell-off
initially feared. Overall the HY index spread has widened by 50bps to
approx. 384bps since late October. This is still a good deal away from the
900 basis point level experienced in the HY panic in early 2016. In another
indication of investors confidence returning, flow data showed that investors
put $1.1bn in inflows to the Tech sector in the week ending Nov. 15th. The
previous week this sector saw inflows of $1.3bn. These two weeks
represent the 1st and 2nd best inflows on record. In last week’s Trader, we
used these market jitters to remind clients of some longer term issues facing
markets but remained long equities as an asset class into year-end due the
strong earnings picture and macro outlook. We maintain that view. It is also
worth nothing that some major international houses have begun to publish
their outlook for 2018. The overwhelming majority of them remain long
equities into 2018.

Euro bulls winning the day

The euro, which had been selling off versus the dollar, got bid up last week
on the back of strong European data and continued uncertainty regarding
US tax reform. Here at Cantor, we had been guiding clients to expect a pull
back in the rally euro had seen year to day, but also believed the pullback
would be short lived due to the relative strength of Eurozone economic data.
EURUSD moved from €1.20 to €1.159 before moving back to current levels
around $1.175. Despite short term interest rate differentials favouring dollar
strength, the appointment of the relatively dovish Jerome Powell as the new
Fed Chair and uncertainty surrounding tax reform has removed two major
catalysts that could have pushed the dollar higher into year end. We
maintain our view that EURUSD will be in the $1.18 - $1.20 range by year
end. However, the picture may be muddied this week due to Mrs Merkel’s
failure to form a government in Germany.

Focus on OPEC meeting on Nov 30th

OPEC meet on the 30th November with the focus on whether or not the
production cuts will be extended. Over the past few months the cuts
appeared to be having the desired effect with reduced US inventories and
oil moving up from $42.53 to $57.35. There may be an element of the
market front-running any expected extension as the oil market in reality is
not yet balanced. The Saudis have been very vocal in their desire for an
extension. However, the Russians, the major partner in OPEC, have been a
litle more hesitant in their rhetoric. Various CEO’s of Russian oil
companies, including Rosneft & Lukoil, which have very low production
costs, have expressed their displeasure at the notion to the Russian
government. Russian onshore fields only require a price about $20 in order
to turn a profit. Other OPEC countries including the UAE have said they will
back an extension. But in reality it hinges on how agreeable the Russians
are.
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Bank of Ireland - Getting unfairly punished Closing Price: €6.291

Stephen Hall, CFA | Investment Analyst
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Bank of Ireland traded down to new lows of 2017 last Wednesday, but recovered some weakness towards the end of the week as in-
vestors took advantage of cheap forward valuation multiples. At its low, BOI was trading at just at 0.70x FY18e Price/ Book, which was
a steep valuation discount to the broader European banking sector, as investors punished the bank for an additional €175m provision
increase to deal with tracker mortgage redress, while the valuation de-rating occurred due to a hit to investors’ confidence in manage-
ment. We feel the selloff was excessive, and still believe the bank should re-rate higher over the coming months. Investor concerns
that provision increases could impact the ability to pay a dividend are overdone. We forecast that BOI will have a Fully Loaded CET1
ratio of 12.8% by yearend. A reinstatement of a dividend is a top priority of the Board. BOI may continue to trade at a valuation dis-
count until its newly appointed CEO, Francesca McDonagh does a roadshow in the new year to outline her strategy for the bank over
the next 5 years. Brexit and political uncertainty in the UK have also impacted sentiment towards the stock. We feel the underlying
fundamentals are solid and do not justify the steep valuation discount BOI is currently trading at.

Kingspan - Excessive negative overreaction to cautious outlook on the UK Closing Price: €32.74

Stephen Hall, CFA | Investment Analyst
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Last Monday, Kingspan released a Q3/17 trading update which was broadly in line with market expectations. However, its share price
suffered a material selloff due to a cautious outlook by Kingspan’s management on the UK most notably in commercial and industrial
activity where the company had experience a sense of near-term indecision around order placement. This share price weakness was
compounded by broad based equity market weakness on the week. Management expects to generate a trading profit for €375m for full
year 2017, which is 1.4% below market expectations of €380m. Management also expects further raw material inflation pressure into
the last quarter of 2017. We feel the market’s negative reaction to a solid Kingspan trading update was too severe, and its share price
now stands 13% below its high of the year. Management did say “in general its end markets were relative stable, and the development
pipeline is encouraging”. Kingspan’s reliance on the profits generated in the UK should reduce over the coming years, as earnings
from newly entered regions such as Asia, Latin and South America ramp up. The Group is well positioned to benefit from buildings’
becoming ever more energy and thermal efficient, which should drive earnings growth in the future. The business is highly cash gener-
ative, with an excellent management team, and is continually diversifying its geographic and product revenue streams, while the in-
creased adoption of its two flagship products, Koolterm and Quadcore, should improve the product mix and operating margins of the
Group. The stock trades at 18.3x 2018 earnings. We are comfortable add to exposure on the recent pull back.
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Ryanair - Business model remains intact despite pilot cost increases Closing Price: €17.10

Stephen Hall, CFA | Investment Analyst
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We feel Ryanair’s solid set of H1/18 results which reinforced the robust nature of the airline’s low fare, pan European growth business
model, even during a period where the airline suffered a material failure in its pilot rostering. We remain comfortable adding to existing
positions are currently market prices. We feel the reputational damage from the recent flight cancelations will eventually recover over
time, while the €100m expected increase in pilot costs from FY19e onwards is well manageable given its significant cost advantage it
has over peers. We believe Ryanair will maintain a healthy competitive advantage on costs even after this €100m increase in its opera-
tional cost base is accounted for. Its fares will remain significantly cheaper than peers, which should enable it capture market share
from less efficient operators. The delivery of new Boeing planes to take its passengers carried to 200 million by FY24 gives a clear
trajectory for earnings growth. While Ryanair Rooms and Holidays gives potential upside optionality to earnings growth not currently
factored into the market’s expectations. We think Ryanair's share price could rally to €18 before year end, providing oil prices don’t
push materially higher from here. Looking into 2018, we feel it can retest all-time highs at €19.80, should the majority of Ryanair’s ba-
ses agree to the recent pay increases. A broader recovery in air fares in Europe should boost sentiment towards all airlines too. We
remain bullish on the underlying economic fundamentals of Europe which Ryanair should be a key beneficiary of as consumer and
business sentiment improves.

CRH — Market underappreciating Ash Grove acquisition Closing Price: €30.65

Will Heffernan | Investment Analyst
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CRH share price has been weak of late stemming from several factors. Firstly the majority of its US peers have already reported with
most missing on EPS and revenue estimates due to poor weather and hurricanes in Q3. There are weakening trends in Mexico (CRH
does not have any material exposure here), the Philippines (about 3.5% of EBITDA) and the UK (approx. 11% - 12% of Group EBITDA).
We would not expect these trends to impact CRH to the same extent as its US peers. Another factor driving the sector sell-off was the
Portland Cement Association, a leading industry body, revising down its forecasts for US cement volume growth. The PCA now has US
volumes growth at 2.6% in 2017 and 2.8% in 2018, down from previous forecasts of above 3% for both years. Overall compound annual
growth rate for 2016 to 2021 was reduced to 3.7% from 4.3%. Longer term growth projections are still intact with 4.5% growth in 2019,
6.4% in 2020 and 3.6% in 2021. These downgrades have been driven by poor weather conditions and labour market shortages in the
US. The US accounts for 60% of CRH’s EBITDA. CRH is currently trading at an FY17 P/E of 17.9x which is line with its 10 year average
and 15% discount to the its 5 year average of 20.97x. When you apply a correctly weighted multiple CRH should trade at approx. 21.3x,
which implies a current valuation discount of 16.9%. Even with the Ash Grove acquisition, its balance sheet remains in impressive
shape with Net Debt/EBITDA at 2.03x and €1.9bn in cash on the balance sheet.
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Closing Price: €25.73

Smurfit Kappa - Negative sentiment overdone

Stephen Hall, CFA | Investment Analyst
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Smurfit was not immune from the recent broad based weakness in European equities seen in the first half of last week. Key support for
Smurfit comes in at €24, and we believe at current market prices is an attractive price to add to existing positions or for new money
investors. Smurfit's Q3/17 results were strong in our opinion, and in line with market expectations. Recovered fibre cost pressures re-
mained, resulting in a headwind of almost €40 million for the quarter and €111 million for the year-to-date compared to 2016. Smurfit
will continue to offset these cost pressures through further corrugated price recovery and ongoing efficiency improvements as we pro-
gress towards the year-end and into 2018. We believe Smurfit is well positioned to see sequential improvement in operating margins
into 2018. Smurfit currently trades at reasonable valuations at just 6.50x EV/EBITDA for FY18e, and 10.7x FY18e Price/ Earnings. It is
a highly cash generative business, with a strong asset base and management is focused on deleveraging its balance sheet, while also
allocating capital efficiently when possible acquisition targets present themselves. Management remains confident it can achieve a 6%
to 8% increase in corrugated box pricing in 2017. It offers an attractive dividend yield of 3.64%
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Cantor Core Portfolio - In Detail
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Warning : Past performance is not a reliable guide to future performance

Warning : The value of your investment may go down as well as up. 5




Cantor Growth Portfolio - In Detail
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From the News - Monday’s Headlines

Global Italy plans tax crackdown on US internet groups

e US Trump struggles to gain support of moderate Republican Senators for tax reform

e Europe Merkel coalition talks collapse and add to uncertainty

e UK Cabinet ready to back May’s increased Brexit bill offer

e Ireland Government pins hopes on winning European Banking Authority bid

Current Stock Trading News

From a market trading perspective we are long Bank of Ireland, Inditex, Kerry Group, and Kingspan.
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This Weeks Market Events

Corporate Corporate Corporate Corporate Corporate
William Hill CRH. EasyJet Centrica N/A Origin Enterprises
Economic Economic Economic Economic Economic

Upcoming Events

27/11/2017 27/11/2017
28/11/2017 28/11/2017
29/11/2017 29/11/2017
30/11/2017 30/11/2017
01/12/2017 01/12/2017
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Cantor Publications & Resources

Daily Note

Each day we produce a market commentary outlining critical economic and company developments. We
leverage off our global network of analysts and investment professionals to provide clients with critical
insights from our local teams first thing in the morning.

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)

Bank of Ireland: Bank of Ireland provides a range of banking, life insurance and other financial services to customers in Ireland and United Kingdom
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

Inditex: Industria de Diseno Textil, S.A. designs, manufactures and distributes apparel. The company operates retail chains in Europe, the Americas,
Asia and Africa.

Ryanair: Ryanair Holdings plc provides low fare passenger airline services to destinations in Europe.

ICG: Irish Continental Group plc markets holiday packages and provides passenger transport, roll-on and roll-off freight transport, and container lift on
and lift-off freight services between Ireland, the United Kingdom and Continental Europe.

Siemens: Siemens AG is an engineering and manufacturing company. The Company focuses on four major business sectors including infrastructure
and cities, healthcare, industry and energy. Siemens AG also provides engineering solutions in automation and control, power, transportation, and
medical.

Lloyds: Lloyds offers a range of banking and financial services including retail banking, mortgages, pensions, asset management, insurance services,
corporate banking and treasury services.

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

Facebook: Facebook Inc. operates a social networking site.

PayPal: PayPal operates a technology platform that enables digital and mobile payments on behalf of customers and merchants.

Alphabet: Alphabet provides web based search, advertisement, maps, software applications, mobile operating systems, consumer content and other
software services.

Amazon: Amazon is an online retailer that offers a wide range of products.

Smurfit Kappa: Smurfit Kappa manufactures paper packaging products.

CRH: CRH is a global building materials group.

Kingspan: Kingspan is a global market player in high performance insulation and building envelope technologies.

Royal Dutch Shell: Royal Dutch Shell explores, produces and refines petroleum.

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

GlaxoSmithKline: GSK is a research based pharmaceutical company.

Kerry: Kerry Group PLC is a major international food corporation. The Group develops, manufactures, and delivers innovative taste solutions and
nutritional and functional ingredients.

VINCI SA: VINCI is a global player in concessions and construction with expertise in building, civil, hydraulic, and electrical engineering

Glanbia: Glanbia plc is an international dairy, consumer foods, and nutritional products company. The Company conducts operations primarily in Ire-
land, the United Kingdom, and the United States

iShares STOXX Europe 600 Banks UCITS ETF: iShares STOXX Europe 600 Banks UCITS ETF is an open-end, UCITS compliant exchange traded
fund incorporated in Germany. The fund aims to track the performance of the STOXX Europe 600 Banks index. The fund distributes income received
to shareholders .

Green REIT: Green REIT plc operates as a property investment company. The Company invests in a portfolio of long-lease and freehold, primarily
commercial and mainly Dublin-based properties.

None of the above recommendations have been disclosed to the relevant issuer prior to dissemination of this Research.
Historical Record of recommendation

CRH: We have added CRH to our core portfolio on the 01/01/16, with a recommendation of Outperform

Kingspan: We have changed our rating for Kingspan from Not Rated to Outperform on the 14/03/2016

Green REIT: We have an Outperform rating for Green REIT since 09/02/15 and no changes to the recommendation have been made in the last 12
months

Smurfit Kappa Group: We have added Smurfit Kappa to our core portfolio on the 01/01/2016 and we have upgraded our recommendation from Mar-
ket Perform to Outperform

AIB: We moved our rating from under perform to out perform on the 23/06/2017
Ryanair: Ryanair was added to the Core Portfolio at inception in and have had an Outperform recommendation since then

‘W Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633.

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

4 Twitter : @cantorlreland i Linkedin : Cantor Fitzgerald Ireland
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Regulatory Information

All regulatory disclosures pertaining to valuation methodologies and historical records of the above recommendations can be found on the Cantor
Fitzgerald Ireland website here:

http://www.cantorfitzgerald.ie/research _disclosures.php

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 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.

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.

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 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;

https://cantorfitzgerald.ie/client-services/mifid/
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