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Morning Round Up

BOE Preview

The BOE MPC releases its interest rate decision with market expectations for
no change (15% probability). This is in stark contrast with a month ago when
the market had priced in a 92% chance of a hike. Since then we have had
some serious degrading in economic data, some significant losses for May’s
Brexit bill in the House of Lords and several BOE officials, including Governor
Mark Carney, have been quick to highlight the poor data and the need for
caution. The yield on a 10 year gilt has come by 20bps from a February high
of 1.69%. As expectations of a rate rise increased, sterling benefitted and
appreciated against most majors. It has since come off as the probability
declined, moving from a high of $1.43 to $1.35. The market is now pricing the
next rate hike for December. This meeting will be crucial in determining
sterling’s next step. Analysts will be looking to ascertain if it is a hawkish or
dovish hold and whether or not the BOE keeps its options open on future
hikes. The split of the vote will be crucial in determining this; the number of
dissenters or if there are any dissenters at all to keeping rates on hold is likely
to be a key factor and would give the market some indication if there is any
support for an August hike. Current market expectations are for 2 of the 9
members to dissent. Any number above that should be perceived as hawkish.

Middle East volatility pushing oil higher

Oil consolidated above $71 a barrel after news broke that Iran had allegedly
fired missiles at Israeli soldiers in the Golan Heights. This was in response to
Israeli strikes yesterday. Israel responded in kind and struck Iranian targets in
Syria again. This tit-for-tat violence always has the potential to escalate
rapidly and is now occurring in the context of reimposed US sanctions on
Iran. EIA data yesterday also showed that US crude stocks declined by
2.197m barrels vs an estimate of 0.16m build, which is positive for oil. Iran is
the world’s 4th largest producers and sanctions could potentially cute exports
by 500k barrels a day. In the short term it is likely oil will move higher and
exceed our own price target ($60-$70 a barrel). Despite US producers
responding as we expected, we are now seeing evidence that they are having
trouble getting this oil to market due to pipeline and logistic difficulties. If the
tension in the Middle East does not subside, oil prices are likely to push
higher in the short-term.
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Key Upcoming Events

30/06/2018 US Tariff Exemption Deadline

Market View

European markets were mixed this morning
despite a positive close in Asia. US dollar fell,
retracing some of its recent gains. EM indices
rallied as a result. Oil continued to hold onto its
gains amid news of further clashes in the Middle
East. US ten year yield moved back down from the
important 3% level as markets shook off the recent
geopolitical volatility. Market focus today will be on
the BOE meeting, along with several important
data points including UK manufacturing and US
inflation data.

Market Moves

Value Change % Change % (:Yr.:_?ge
Dow Jones 24543 182.33 0.75% -0.71%
S&P 2698 25.87 0.97% 0.90%
Nasdaq 7340 73.00 1.00% 6.32%
Nikkei 22,497 88.30 0.39% -1.18%
Hang Seng 30,777 240.95 0.79% 2.87%
Brent Oil 77.75 0.54 0.70% 16.27%
WTI Oil 71.64 0.50 0.70% 18.57%
Gold 1312 -0.39 -0.03% 0.73%
€/$ 1.1866 0.0015 0.13% -1.16%
€/£ 0.8751 0.0004 0.04% -1.46%
£/$ 1.3559 0.0012 0.09% 0.34%
Yield Change
German 10 Year 0.56% -0.002%
UK 10 Year 1.45% -0.003%
US 10 Year 2.99% -0.018%
Irish 10 Year 0.98% 0.001%
Spain 10 Year 1.31% 0.002%
Italy 10 Year 1.91% 0.029%

Source: Bloomberg, CF Research May 2018
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ICG - Trading Update Closing Price - €5.60

News

Irish Continental Group (ICG) issued a trading update covering the year to the 8th of May. Volume figures were solid, however fuel
costs and the delay in the delivery of W.B Yeats will adversely effect profits. As at the 30th of April, Group revenue was €96.4m up
1.4% from the same period last year. Volumes grew across the board, Cars (+2.4%). RoRo Freight (+3.9%), Container Freight
(+1.1%) and Terminal Lifts (+4.8%). Cash increased from €39.6m at the beginning of the year to €69.3m due to the sale of the
Jonathan Swift. Within the ferries division, revenues decreased by 2.4% (yoy) to €52.3m. This was attributable to loss of charter
income following the sale of the Kaitaki and the redeployment of the Westpac Express. Container and Terminal revenue grew by
6.1% yoy to €46.8m.

The delay in the delivery of the W.B. Yeats has cost about €2.5m in lost revenue, approximately 3% of FY18 estimate EBITDA. So
far 94% of customers have opted to reroute on the Oscar Wilde, 5% have sought a refund and 1% are yet to decide. The Johnathan
Swift was delivered on the 26th of April with the sale generating €14m book profit. It should be noted that the Group’s business is
significantly skewed to the summer months while fuel costs will be impacted by higher global prices.

Comments

Overall a mixed update with volume growth remaining solid and further evidence ICG’s ability to generate revenue from shrewd
management in the disposal of assets. The clear negatives are the higher fuel costs (moving into double digit increases) and €2.5m in
lost revenue as a result of the delay in the delivery of the W.B Yeats. Fuel costs will particularly affect margins on car revenues due to
the delay in pass through to price. Overall the two factors are likely to reduce FY18 EBITDA by €4.5-€5.5m. Brexit remains the major
uncertainty while as mentioned above the summer months are the key period for the group. We are moving ICG to Under Review
pending estimate changes and further analysis of expected fuel prices for the remainder of the year.

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 .

Historical Recommendation:
ICG: We have been positive on ICG'’s outlook, since 07/03/13. We change our rating to Under Review as of 10/05/2017

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

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

CALg/mR ; g« 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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