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Morning Round Up

Ryanair cancels flights on cabin crew disputes

Ryanair has cancelled up to 600 flights over the 25" and 26" of July as cabin
crews in Belgium, Spain and Portugal confirm strike action. The strike will
affect approximately 12% of its daily customers. This latest cancellation
further adds to the Irish pilot union disputes that are ongoing. There has been
no change to the latter with 24 flights from Ireland to the UK cancelled
tomorrow. IALPA have also confirmed further strikes are likely next Tuesday.
Despite all this Ryanair's stock price has held up relatively well boosted by
EasyJet’s results yesterday. Ryanair will deliver it's Q1/19 results on Monday
with analysts likely to look for guidance on developments with unions, fares
and costs. We maintain our Outperform rating with a 12 month price target of
€18.50.

Nordea earnings beat drives big move at the open

Nordea released earnings this morning that beat market expectation reporting
net income of €1.09bn versus estimates of €1.05bn pushing its share price up
over 3% at the open. Total earning assets have remained somewhat flat over
the past number of quarters with a slight reduction in interest earning
securities and cash on deposit with banks. Management have been driving
profitability through efficiency with an overall cost/income ratio around 50%
and the Q2 ratio down to 45%. A quote from CEO Casper von
Koskull ~ addressed an expectation for modest growth with further
improvements in efficiencies. Loan growth is a key aspect of the investment
case for some of the weaker European Banks trying to improve profitability
and we will be monitoring how other CEO’s across Europe view credit
markets.

Morgan Stanley Q2/18 Results

Morgan Stanley released strong results yesterday opening c. 3.30% up in
morning trading as management beat estimates across the board. Net
revenues came in $10.6bn ahead of estimates at $10.06bn with Investment
Banking and trading revenues both contributing with strong performance. The
corporate loan book, while only a small part of the balance sheet, posted
good growth. The wealth management business continues to be the corner
stone of management’s strategy delivering approx. 40% of revenue and
earnings, posting a 26.8% pre-tax margin. The expense efficiency ratio
remains high at 71% with compensation and benefits making up the majority
of the cost base. Shareholder returns were strong posting returns on equity in
region of 13%. Morgan Stanley remains our preferred name amongst US
financials.

Morgan Stanley YTD change
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Key Upcoming Events

19/07/2018 Q2 Earnings - US Tech
26/07/2018 Trump and Juncker trade meeting

Market View

US markets closed marginally up after a quiet day.
US tech underperformed with S&P adding 30bps,
while the NASDAQ was flat. Jay Powell's second
day of congressional testimony didn't make any
waves, as intended. Asia was mixed overnight with
China giving back some of the week’s earlier
gains. European markets have opened slightly
down this morning. The market will continue to
focus on earnings season, with Microsoft and
Paypal out today, as well some UK retail sales and
US jobless claims data.

Market Moves

Value Change % Change % (:Yr.:_?ge
Dow Jones 25199 79.40 0.32% 1.94%
S&P 2816 6.07 0.22% 5.31%
Nasdag 7854 -0.67 -0.01% 13.78%
Nikkei 22,765 -29.51 -0.13% 0.00%
Hang Seng 28,057 -60.01 -0.21% -6.22%
Brent Qil 7244 -0.46 -0.63% 8.33%
WTI Qil 68.5 -0.26 -0.38% 13.37%
Gold 1220 -7.94 -0.65% -6.39%
€/$ 1.1611 -0.0028 -0.24% -3.28%
€£ 0.8914 0.0009 0.10% 0.37%
£/$ 1.3026 -0.0043 -0.33% -3.60%

Yield Change
German 10 Year 0.349 0.007
UK 10 Year 1.24 0.014
US 10 Year 2.886 0.017
Irish 10 Year 0.809 0.005
Spain 10 Year 1.28 -0.004
Italy 10 Year 2.482 -0.023

Source: Bloomberg, CF Research Feb 2018
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SAP- Strong results show strategy working Closing Price - €104.68

News

SAP released Q2 results that continued to highlight the changing nature of its business. Q2 non-IFRS operating profit came in at
€1.64bn (+13%), ahead of estimates of €1.628bn. Non-IFRS net income was a slight miss at €1.73bn vs an estimate of €1.79bn.
Overall revenue was €6.01bn (+4%) vs an estimate of €5.883bn. Cloud and software revenue was €4.959bn. The cloud division
continues to power ahead with new cloud bookings coming in at €421m (+24% and +29% in constant currency terms). Cloud
subscription and support revenue rose to €1.23bn (+40% or 32% in cc terms). The one negative in the quarter was that operating
cash flow fell 15% to €2.99bn due to higher tax payments and stock based compensation. Its flagship S/4 Hana software added 600
customers bring the install base to 8900 clients.

Management also upgraded its forward looking guidance. It now sees non-IFRS FY 2018 revenue in the range €24.975 - €25.3bn.
Previous guidance had that range at €24.8 - €25.3bn. FY operating profit guidance is now €7.4 - €7.5bn having been at €7.35 -
€7.5bn. Overall cloud revenue guidance is now at €5.05 — €5.2bn, having previously been at €4.95 - €5.15bn. Management also
updated its 2020 ambition reflecting strong momentum in cloud and the recent acquisition of Callidus Software. CEO Bill McDermott
stated on the analyst call that its cloud business is “thriving and SAP’s growth strategy continues to win with the market”.

Comment

These were very strong results and illustrate the success of management’s strategic pivot towards the cloud business. SAP EPS
growth over the next 3 years averages out at around 12% but we would expect to see upgrades to this over that timeframe as
management achieve objectives and engage in accretive M&A. It remains attractive at current valuations and had traded up to an all-
time high of €104.68 yesterday before results. This represented an 18% gain since our last note and 25% gain from its lows this year,
when we recommended clients to pick up the stock. Due to that strong run, there may be some profit taking in the short term.
However fundamentally the business is in great shape with management implementing the right strategy. We maintain our
Outperform rating and recommend clients to pick up the stock on weakness.

William Heffernan | Investment Analyst
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Investment FORUM

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

Monthly Investment Journal

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
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Regulatory Information

Issuer Descriptions: (Source: Bloomberg)

Nordea: Nordea Bank AB is a financial services group that provides banking services, financial solutions, and related advisory services
Morgan Stanley: Morgan Stanley is a US based provider of financials and investment banking services

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

SAP: We have changed our outlook on SAP to “Outperform” from “Market Perform” as of 20/07/2017

Historical Recommendation:

SAP: We have changed our outlook on SAP to “Outperform” from “Market Perform” as of 20/07/2017

Nordea: We currently do not have a rating on Nordea

Morgan Stanley: We do not currently have a rating on Morgan Stanley

Ryanair: Ryanair was added to the Core Portfolio at inception in and have had an Outperform recommendation since then

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

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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