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Morning Round Up

Trump’s tariffs evolve

Are tariffs the stick to get what Trump wants with NAFTA negotiations? White
house have officials raised the possibility of exceptions for Canada and
Mexico. Trump is to sign an executive order today, which would see tariffs
enacted within the month but should include temporary exceptions for its
North American trade partners. Wider comments coming from the White
House are indicating a softening stance with commerce secretary, Wilbur
Ross, saying “Nobody has seen the details of what the president will sign, so
it is premature for people to get upset.”

House republicans released a letter, with a 107 signatures, stressing there
concerns and calling for a more tailored set of tariffs to protect their allies.
Business lobbies are also interjecting with their concerns calling for a softer
approach. The ever changing landscape of tariffs, along with the chaos
caused by, what feels like, continuous resignations coming from the White
House have weighed on markets. However, the softening tone on tariffs
caused markets into rally to the close, stemming some of the selloff caused
by the Cohn resignation on Wednesday.

Strong numbers coming from Asia

Strong trade data for February coming from China this morning shows
exports rose 44.5% from the previous year’s figures, compared with analysts
median forecast for a 13.6%, and an 11.1% gain on January numbers.
Imports grew 6.3%, missing analysts forecast for 9.7%, and down from a
36.9% jump in January. Seasonality can play a big factor in Chinese data, but
on a year to date basis the numbers remain strong. The Chinese trade
surplus currently stands at $33.7bn, with a surplus of $20.9bn with the US.
This data is likely to draw the focus of Trump and his current outlook on trade
relations.

As well as Chinese trade data, Japan posted its seventh successive quarter
of economic growth yesterday, marking the longest growth streak in 20 years.
While quarterly expansion of 0.3% is encouraging, there was some cause for
concern in the data. Consumer spending ticked down marginally, the first
decline in 7 quarters with only three negative quarters since Q3 2014.
Inflation stood at 0.7% which is good in the context of historical performance
but still well below the 2% target.

Overall markets have interpreted this data and the softening stance on tariffs
positively. Asian markets are up on the day.

ECB Governing Council Meeting

The ECB Governing Council is meeting in Frankfurt today, in what is widely
expected to be a somewhat low key affair. One of the key outcomes from the
meeting will be the Councils tone on Quantitative Easing (QE), the current
stance implies the ECB would boost QE in the event that economic growth
faltered but given the economic data coming from the Eurozone this message
may shift to a more neutral tone.

In terms of forward guidance, EZ growth is expected to be 2.3%, 1.9% and
1.7% for 2018, 2019 and 2020 with inflation expected at 1.4%, 1.5% and
1.7%. There may be some questions for Draghi around Latvian Central Bank
governor who was hit with a bribery scandal in the wake of Latvia’s third
largest bank being shut down due to US Treasury allegations that the lender
had helped facilitate the funding of North Korea’s missile programme. Finally,
there me be some questions on the Italian political stalemate in the press
conference but we do not expect any comment on the issue.

Source: Bloomberg, CF Research March 2018

Key Upcoming Events

08/03/18 - ECB meeting

Market View

US markets finished strongly into the close as the
White House confirmed that there may be room for
some country specific exemptions to the recent
metals tariffs. This would imply that the current
administration may not be as resolute in pursuing
its tariff agenda as previously thought. Asian
equities were up as solid Chinese data and very
good Japanese GDP data buoyed investor
sentiment. Market focus today will be on the ECB
meeting, where there is little expectation of any
change, and any further White House
developments.

Market Moves

Value Change % Change % ch.]Ifg'ge
Dow Jones 24801 -82.76 -0.33% 0.33%
S&P 2727 -1.32 -0.05% 1.99%
Nasdag 7397 2464 0.33% 7.15%
Nikkei 21368 115.35 0.54% -6.14%
Hang Seng 30655 457.60 1.52% 2.46%
Brent il 64.38 0.04 0.06% -3.72%
WTI Qil 61.1 -0.05 -0.08% 1.13%
Gold 1325 -0.57 -0.04% 1.70%
€/$ 1.2384 -0.0027 -0.22% 3.16%
€£ 0.8930 -0.0002 -0.02% 0.55%
£/$ 1.3869 -0.0027 -0.19% 2.63%

Yield Change
German 10 Year 0.666 0.011
UK 10 Year 1.503 0.009
US 10 Year 2.881 -0.002
Irish 10 Year 1.09 0.021
Spain 10 Year 1.46 0.012
Italy 10 Year 2.077 0.122

Source: Bloomberg, CF Research Mar 2018
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Smurfit Kappa - Management cites €40 the level to “engage” with IP Closing Price - €36.00

News

Media reports yesterday stated that Smurfit management are likely to engage with International Paper (IP) if it returns with an
acceptable offer above €40 a share. This was in line with our original thinking that IP would have to get closer to €40 before a
proposal would be seriously considered. The reports cited a source familiar with the matter but who did not wish to be identified. IP’s
original proposal was for €36.54 a share, with €22 in cash and the remainder in shares.

Comment

IP’s first offer had approx. 60% in cash. If you apply the same logic to the €40 level, it works out at €24 in cash. We do not think this
would be sufficient for Smurfit shareholders and expect that IP would have to increase the cash element of its proposal. A €40 offer
implies an overall market cap of €9.48bn. This gives an estimated FY18 EV/EBITDA ratio of 6.91x. which in our opinion is too low
considering Smurfit's growth prospects, solid balance sheet and peer & sector multiples. The caveat to this is that we have no visibility
on what Smurfit management consider a fair multiple for the business.

When you apply an EV/EBITDA multiple of 7.5x, it implies a price of €43. If it were a 70% cash bid, that would mean cash per share of
€30.1, a level that we think some major Smurfit shareholders would be more comfortable with. It should be noted that some of the top
shareholders in Smurfit include a US hedge fund and several sovereign wealth funds, whom in our opinion would prefer as large a
cash component as possible. It would also result in a manageable net debt/EBITDA for the new combined entity. So from a balance
sheet perspective it is not too much of a stretch.

Please note all of the above estimates are purely speculative. There are several moving parts that we have no clarity on, including
management’'s own valuation of the business, percentage cash element and the nature of IP’s financing constraints, that are
materially significant and would influence any follow up proposal. We will await any further developments and reassess then.

William Heffernan | Investment Analyst

Irish Continental Group - FY17 results indicate solid performance Closing Price - €5.75

News

Irish Continental Group (ICG) announced positive FY17 earnings results this morning. Revenues over the period were €335.1m (up
3% yoy), above analyst estimates of €331m. EPS came in at 44.1c, up from 34.1c and ahead of estimates. EBITDA as anticipated
was down by 3% since last year but above consensus estimates. This decrease came as a result of an €8m rise in fuel costs (25%
increase yoy). Operating profit of €89m (up 42% yoy) was impressive coming in above analyst estimates of €58m. This was in part
aided by the €24.9m profit after tax from the sale MV Kaitaki. Volumes were positive with RoRo freight (up 0.5% yoy), Cars (up 2.4%
yoy), Container (up 5.9%) and Port Lifts (up 3%) all increasing. From a balance sheet perspective, it was positive with a €39.6m net
cash position and a net retirement benefit surplus of €4.7m. Over the year, total dividend was 12.16c an increase of 5% from 2016.

During the first two months of 2018, Irish Ferries carried 35,600 cars up 9.1% while the number of passengers carried increased to
135,500, up 4.5% compared with the same period last year. Container and Port Lifts increased by 4.6% and 5.7% respectively. Bad
weather during January and February has hampered conventional sailings, decreasing 9% yoy. Irish Ferries carried 43,800 RoRo
units down 3.3%. Despite Brexit headwinds, management is confident on the economic outlook for the space, noting the group is set
to benefit from the introduction of the new cruise ferry MV W.B Yeats in the coming summer. It was announced on the 2™ of January
2018 that the group has entered into an agreement with the German company Flensburger Schiffbau-Gesselschaft (FSG) whereby
FSG has agreed to build a cruise ferry for ICG at a contract price if €162m scheduled for delivery during 2020. The ferry is being built
specifically for the Dublin Holyhead route increasing both freight and tourism capacity available. It will be the largest cruise ferry in
terms of vehicle capacity in the world. The €15.5m sale of the HSC Jonathan Swift is also in the pipeline for this year.

Comment

Overall these results were solid and the market has reacted well this morning, with the stock up by 1%. ICG has recorded impressive
volume growth across segments, an improvement to an already solid balance sheet and growth in revenues. The excellent
management of its fixed assets has added to an impressive profitability number, which had been dampened by the rise in the cost of
fuel. The group ambition for further growth is clearly evident with more projects coming on stream. Brexit remains the major
uncertainty in the medium term. At present we maintain out Outperform rating and will update again post our meeting with
management.

David Fahy | 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)

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

Smurfit Kappa: Smurfit Kappa manufactures paper packaging products.

Historical Recommendation:

ICG: We have been positive on ICG'’s outlook, since 07/03/13 and no change has been made to our recommendation since then

Smurfit Kappa: We have added Smurfit Kappa to our core portfolio on the 01/01/2016 and we have upgraded our recommendation from Market Per-
form to Outperform

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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