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Morning Round Up

Kudlow First Words as Trump’s new Economic Advisor

Larry Kudlow will be the latest addition to the Trump administration, replacing
the recently resigned Garry Cohn as chief economic advisor. Kudlow , an
economist and CNBC commentator, has previously worked on Wall Street as
an economist with Bear Stearns and in the White House under Ronald
Regan. Kudlow, who has been regarded as an advocate for free trade and
tax cuts, appeared on the CNBC minutes after the announcement. Here he
highlighted his views on the dollar strength , tax cuts and a tougher line with
China. Stating “I would buy King Dollar and | would sell Gold”, Kudlow spoke
at length on the US currency and its current undervaluation while noting that
its stability is key. While White House officials generally avoid commenting on
monetary policy due to the fear of the potential interference with Federal
Reserve independence, Kudlow added his opinions, advising the FED not to
“overdo” hikes to the interest rate. He went on to speak on how the Trump
administration would pursue a second phase of tax over hall. This would
include the lowering of the capital gains rate and ensuring tax cuts for
individuals are permanent. Importantly Kudlow was supportive of Trumps
trade policies. When speaking on potential tariffs with China, he stated
“China needs a comeuppance of trade”.

This harder stance on trade is contrary to his previous comments and
criticisms of the administrations approach. Earlier this month he voiced the
opinion that Trumps trade logic was flawed and would put up to 5 million
manufacturing and related jobs at risk. He has however been quite supportive
of Trumps tax cutting policy and was one of the few on wall street who
forecast the markets positive reaction to election result. It is difficult to see the
controversial commentator not fall in behind Trump and his ever changing
administration.

Unilever move HQ to Rotterdam

Political commentators are quick to point out the damage caused to Theresa
May and post Brexit Britain by the decision taken by the Unilever board to
move its primary HQ to Rotterdam. But it's not so clear cut. Number 10 has
some retort to its critics citing it as litle more than a brass plate move along
with the fact that the announcement did not cite Brexit as a reason behind the
decision. In the statement released this morning, Unilever confirmed that it
was simplifying its legal entities. Currently it operates two, an N.V. and a
PLC, with the group moving forward as a N.V. incorporated in Rotterdam.
The board sighted the volume of shares in N.V. outweighed the PLC at
approx. 55% versus 45% and the N.V. listing trades with greater liquidity.
Unilever will remain listed in London, Amsterdam and New York. Further
good news for Mrs May, the UK will retain the HQ of two of the three sub
divisions of Unilever, the Beauty and Personal Care Division and the Home
Care Division while Food and Refreshment Division remains based in
Rotterdam. The announcement confirmed the 7,300 people in the UK and
3,100 people in the Netherlands will be unaffected by the changes. While this
won’t be as big a blow as it could have been to Mays post Brexit Britain, it will
undoubtedly be pulled into the political spot light at will by the Brexit
opposition irrespective of managements aforementioned reasoning.

Source: Bloomberg, CF Research March 2018

Key Upcoming Events

16/03/2018 Eurozone Inflation

Market View

On news of Trumps latest appointment, Asian
market fluctuated overnight before finishing
relatively flat. US stocks dropped yesterday
evening. European stocks have opened up this
morning. The euro weakened relative to the dollar,
as the US 10 year rose slightly to 2.81%. The
German 10 year is down to 0.59%. The Yen has
strengthened while gold has dropped marginally.

Market Moves

Value Change % Change * ch.]Ifg'ge
Dow Jones 24758  -248.91 -1.00% 0.16%
S&P 2749 -15.83 -0.57% 2.84%
Nasdag 7497 -14.20 -0.19% 8.60%
Nikkei 21,804 26.66 0.12% -4.22%
Hang Seng 31,541 106.09 0.34% 5.42%
Brent Oil 64.82 -0.07 -0.11% -3.07%
WTI Oil 61.06 0.10 0.16% 1.06%
Gold 1323 -1.71 -0.13% 1.56%
€/$ 1.2363 0.00 -0.04% 2.98%
€/£ 0.8854 0.00 -0.05% -0.30%
£/$ 1.3963 0.00 0.01% 3.33%
Yield Change
German 10 Year 0.591 0.00
UK 10 Year 1.439 0.00
US 10 Year 2.8152 0.00
Irish 10 Year 1.036 0.00
Spain 10 Year 1.379 -0.02
Italy 10 Year 1.99 -0.0240

Source: Bloomberg, CF Research Mar 2018
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Prudential - Asian footprint drives strong profitability Closing Price - £19.18

News

Prudential released a strong set of results yesterday that saw the stock trade up 5.81% on the day to £19.31. Markets reacted
positively to management’s confirmation, of the previously flagged, decision to spin out the UK & European business under the M&G
Prudential brand. It is intended to be a leading savings and investment business in the UK and Europe well positioned to target
growing customer demand for comprehensive financial solutions. In addition to this news, the core business performed strongly
growing operating profits (OP) by 6% to £4.6bn and new business profits by 12% on a constant currency basis as well as net profit up
21% yoy at £2.39bn. Cash remittance to group was up 4% yoy to £1.7bn, with £1.1bn of this paid out to shareholders in a dividend
reflecting a yield of 2.60%. The group’s capital position was also strong with £13.3bn in estimated surplus representing a coverage
ratio of 202%.

Asia

Management are particular keen to stress, not only the performance, but the potential of the Asian business. Operating profits were
up 15% to £1.975bn, representing approximately 36% of the group. There was improved performance across all countries in region
with 8 territories showing double digit growth. AUM in the Asian asset management business was up 18% at £139bn, delivering a
revenue margin of 33bps (FY16 35bps) with a Cost/Income ratio of 56% (FY16 56%). Management are very excited about the
structural demand in Asian with internal research showing that 1min people are entering the work force every month, which will drive
growth prospects well into the future. Management are keen to expand Health and Protection products, along with targeting the
growing middle class with wealth products.

us

The US produced slower growth in OP than the group at 6% reflecting lower investment returns and a more mature market. OP was
split across fee-based (variable annuities) income at £1.8bn and spread-based (fixed annuities) income at £317min.The fee-based
business was up 12% on higher account values due to both inflows and market moves and stable fee income. The spread-based
business was down 6% due to decline of 24bps in spread margin. Management addressed the changes to the US tax code. They are
expecting a materially lower tax rate for FY18 in the region of 18% versus 28%. Management are looking for continued growth in
retirement income segment taking advantage of the aging demographic in the US.

UK & Europe

UK and Europe contributed yoy growth in OP of 10% coming in at £1.4bn. The life insurance business generated core operating profit
of £600mIn with management noting this as stable yoy. Other income on the Life side was £281mIn included ALM management,
provisions and mortality assumption changes. The asset management business performed very strong, producing 18% growth in OP
bringing it to £500mIn. AUM was up 20% to £164bn at year end. The revenue margin was unchanged at 37bps while the C/I ratio was
down 1% to 58%.

Comment

Very strong performance from Prudential with profitability up across all markets, the stock traded up 5% on the day. The spinoff of the
UK and European business is intended to reduce the capital requirements and allow management to solely focus on that market.
From a current shareholder perspective, post demerger, holders can retain the same economic exposure by holding both stocks and
management expect the new M&G Prudential to be a FTSE 100 company. Prudential trades at a premium to the rest of the market
with a P/E ratio of 13x FY18 earnings compared to a sector multiple of 11x, it pays a lower dividend yield at approx. 2.4% versus
4.3% and a P/B of 2.7x versus the wider insurance sector at 1.2x. At first glance Prudential looks expensive but when you consider a
mature insurance business in a developed economy you can expect growth rates in line with GDP. Due to Prudential’s large and
established footprint in Asia it can expect growth rates much higher than this, justifying the premium in our opinion. Prudential
currently has a consensus price target of £21.20, which is under revision. We maintain our outperform rating.

Pierce Byrne CFA| 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)

Prudential plc: Prudential plc is an international company which provides a wide assortment of insurance and investment products and services. In-
surance products include life, accident and health, and property and casualty, as well as fixed and variable annuities. Prudential's services include
personal and group pensions, equity plans, mortgages, and deposit accounts.

Historical Recommendation:
Prudential plc: At present we maintain our “Outperform” rating.

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.

We have assessed the publication and have classed it as Research under MIFID II. All charges in relation to this publication will be borne by Cantor

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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