Weekly Trader

Upcoming Market Opportunities and Events

Tuesday, 7" August 2018

Key Themes This Week

Where we stand and where do we go from here?

With the S&P 500 second quarter earnings coming to a close having seen
81% of names report, the performances has been exceptionally strong. 80%
of companies have beat earnings expectations, while 74% of companies have
beat revenue expectations. The S&P has delivered 24% earnings growth year
on year, yet we haven’t seen markets push past their February highs. Why?
Despite earnings growth, valuations remain above there 10 year average
(16.5x versus 10Y avg 14.6x) and the outlook for global growth is marred with
uncertainty due to protectionist trade strategy.

However, the economic data is strong, particularly in the US. The US posted
4.1% GDP growth for Q2. This number is supported by strong employment
data, as well as positive consumer, manufacturing, services and inflation data.
Housing is one pocket of slight weakness in the US numbers. Europe is
slightly more mixed on the data front, however, valuations are not as
stretched as their US peers. Based on this backdrop, we remain positive on
equity markets into year end. Given the elevated risks in the economy
(political uncertainty and trade tensions), we are recommending clients begin
to build defensive positions and take a more balanced outlook on cyclical
nature of global growth.

Ryanair update

Last week we witnessed an escalation in tensions between pilot unions and
the airline. This Friday will mark the most significant day of pilot strike action
with 146 flights from Belgium (104), Sweden (22) and Ireland (20) due to be
cancelled. Last week Ryanair advised it expects German and Dutch pilot
unions to follow suit and announce action this week for the same day.
However it has been reported that the striking Irish pilots will accept Ryanair’s
proposal of mediation next week. This marks the first inclination of progress
between the two parties. So far we have experienced a domino effect of
negative news. Should this change to positive we expect the stock to rerate.

From a longer term perspective the fundamental picture remains intact. As
had been guided by management, FY19 (the current financial year) has seen
an accumulation of headwinds with strikes, a spike in fuel/labour costs and
peaking sector capacity. Looking past this year we see both the potential for a
valuation increase and the return to double digit earnings growth. Therefore
from our perspective current levels represent an attractive entry point.
However clients need to be cognizant that short term price action will be
heavily driven by union and negotiation headlines. It should also be noted that
the longer this proceeds the more material the effects will become, increasing
the probability of a profit warning. We will continue to be in regular contact
with management on this. We maintain our Outperform rating on the stock
with a 12 month price target of €18.50. We will advise clients on any form of
change to this.

Commerzbank beats estimates

Commerzbank reported Q2 revenues of €2.2bn ahead of estimates
of €2.17bn leading to profits of €272min versus estimates of
€219min. Operating costs ticked up in the period as management guided an
increase in their full year costs. Management also committed to returning to
paying a dividend for FY18. European banks continue to deliver on
expectations, however, the market is punishing poorer quality earnings.

Our Core Portfolio is up 6% vs a benchmark return of 6.1%
This week we cover off on Adidas, Facebook, Prudential, Kerry Group
and Glanbia
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CFIl Research Team

Adidas

Xl

Revenue (€'Mn) 223785 243138  26378.8

EPS (€) 8.16 9.52 10.94

Price/ Eamings 22.96x 19.69x 17.13x

Div Yield 1.65% 1.97% 2.29%

Source: All data & charts from Bloomberg & CFI

ADS GY 1.38% -2.87% 12.33%
Source: All data & charts from Bloomberg & CFI
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Closing Price: €188.2

Adidas report Q2/18 results this Thursday. Main points below:
O Revenue & EBITDA of €5.183bn and €665m

o Management previously guided for sales growth of 10% so
important that this is achieved. Double digit top-line growth a
key focus for analysts

0 Any comments on new product launches in the Autumn.
Some recent product launches have been disappointing.
Management is also strategically retiring some big footwear
franchises.

o Main focus of the call will be on fears regarding slowing
trends in the US and Europe which has been driving share
price action of late. US yoy comps particularly tough (+70%
in 2017).

Recent worries are now in the price with ADS trading at a 22% dis-

count to NKE (FY1 P/E 19.76x vs 25.3x) despite improving margins
and gaining market share in China. Brand desirability remains high.

Should be helped by lower $ input costs, direct to customer channel,
Reebok solution, €3bn share buyback scheme (€1bn in 2018) and
continuing improvements in operational efficiency (deployment of
One Adidas operating model) will help over the next 12 months.

While we believe the top-line weakness is already in the price, the
market may wait a few quarters to see momentum picking up again.
This means that current levels represent a good buy-in point with
little risk to the downside from a valuation perspective

We continue to like Nike’s recovery story as well for any clients who
want USD exposure

Facebook Closing Price:$185.69

g Sep Oct Nov Dec Jan Fob War 3 Way
201

Revenue ($'Mn) 55733.6 ~ 684417  84436.2

EPS (3) 8.28 9.86 11.59
Price/ Eamings 21.29x 17.88x 15.21x

Div Yield 0.00% 0.00% 0.00%
Source: All data & charts from Bloomberg & CFI

Share Price Return 1 Mth m

FB US -8.49% 1.35% -0.5%
Source: All data & charts from Bloomberg & CFI

Recent results from FB resulted in a 20% decline in the stock with
DAU and MAU metrics indicating slowing growth.

Management had guided for revenue to slowdown in H2/18 since
2017, yet analyst had paid little attention

Consensus price target has now moved down from $229 to $205.95
(-10%) , representing 16.8% upside from current levels.

Management on the day stated that continued investments, includ-
ing in security, will reduce operating margins to mid-30’s over the
next few years.

The stock is now trading at an FY19 P/E of 21x and FY20 P/E of
17.9. Eamings growth for both those years is expected to be 19%
and 18% respectively, moving back up to 28% in FY21. This means
that FB current valuations are very attractive.

We would recommend clients to pick up FB from a longer term per-
spective at these levels. However unlike our previous call where
there was very little risk to the downside, this time it is slightly differ-
ent

0 Analysts will now concentrate their focus more intently on
underlying metrics, including DAUs & MAUs. Misses on
these over the next few quarters could result in further down-
side

0 Currently we are experiencing a wider market rotation from
higher beta names to more defensive sectors, driven by
trade worries. If this continues US Tech (and Facebook) is
likely to see further downside.

Strong support at current $175. Next level at $150-$155 level.
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Prudential Closing Price:£17.49

o Macro factors driving sentiment within the sector
[ O European financials benefitting from higher European
yields and strong earnings results.
. O Sector rotation should add support relative to the market
if risk off sentiment increases
= O Political tensions remain a concern, particularly in Italy
and uncertainty relating to Brexit
” O Sovereign credit spreads to weigh on the sector
o De-merging of M&G Prudential, European insurer and asset
= manager, expected to unlock shareholder value through balance
- sheet optimisation
W e e [ w @ W W W e W o Strongest organic growth prospects amongst UK insurers with
. EM exposure through leading Asian business
mm O Top 3 position in 9 of 12 Life markets in Asia
Revenue (£'Mn) 681240 491107  40323.0 0 Achieving +15% growth in operating profit
EPS (£) 1.49 164 181 O Market leading asset management arm Eastspring Invest-
ments
Price/ Eamings 168x  10.62x 9.67x 0 Asian demographics offer significant long-term growth
opportunity in Life and Health Insurance as a large middle
Div Yield 290%  3.18%  3.39% class emerges
Source: Al data & charts from Bloomberg & CF o Investment case focused on emerging market growth exposures

and

m . Expecting earnings on Wednesday (8" of Aug) to be a catalyst

PRULN 0.12% 8.49% 9.18% o Resistance at the 100 day moving average 1829 GBp,
. 0 =0. 0 =J. 0

. Consensus price target of 2144 GBp (+22% Upside)
Source: All data & charts from Bloomberg & CFI

Irish Foods Closing Price:€94.30

A Kerry Group—Reports H1/18 results on the 9th of August

. Kerry has traded quite well over the past couple of months
rising 20% since mid March.

L
Fo0

. With a consensus price of €92.55 there is —1.7% upside.

o For us it is quite toppy at the moment however we are posi-
tive on it from longer term perspective.

. We maintain our Outperform rating and advise clients to look

to pick up the stock should it trade down on the day/week

o Kerry rightly trades at a 25% premium to the sector as it pos-

sess superior volume growth, a diversified innovative product
range across multiple markets, balance sheet strength and
higher profitability with an ability to pass through cost infla-
tion.

mm Glanbia - Reports H1/18 results on the 9th of August
[ ]

Was trading in a tight range until breaking out post it's Capi-
Revenue (€'Mn) 65688 69238 73147 tal Markets Day (CMD) where it outlined it's ambitious growth
plans. Having risen above €16, it now trades at quite a 19%

g Sep Oct Nov Dec Jan Fob ar for Vay Jun L

EPS (€) 908 Biz9 e discount to the sector.

Price/ Eamings 26.81x 24.27x 22x . Management has highlighted this is a H2/18 story and we
expect to see some margin compression in the upcoming

Div Yield 0.74% 0.81% 0.89% results. This may result in the stock trading down on the
day . Should it trade down we see support levels and €14.05 -

Source: All data & charts from Bloomberg & CFI €14.10.

Share Price Return 1 Mth m o We maintain our outperform rating and advise clients to pick

up the stock from 12 month perspective. Consensus price
KYG D 2.21% 859%  -1.28% target of €16.6 represents 12% upside.

Source: All data & charts from Bloomberg & CFI
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Cantor Core Portfolio - In Detail

R,
Cantor Core Portfolio Date: 03/08/2018 %
NN | CEESCTICTE DT

Portfolio 6.0% Consumer Discretionary 11% 12% 63% 44%
Benchmark 6.1% Consumer Staples 5% 10% I:' GBP 21% 16%
Relative Performance -0.1% Energy 5% % [! usD 16% 40%
P/E Ratio 19.53x Financials 24% 18% g
Dividend Yield 2.6% Health Care 5% 13% [I
ESMA Rating 6 Industrials 22% 12% g
Beta 1.03 Information Technology 16% 14% ‘
Telecommunication Services 0% 3% |] GBP -0.60% m
Utlties 0% 3% 3 usD 370% |
Materials 12% 6% g
Real Estate 0% %% I
Benchmark Weighted Average Contribution
N e AT
STOXX Europe 600 Neutral 60% 2.6% 1.1% 390 1.6%
S&P 500 usb 18 Neutral 40% 11.4% 1.9% 2,850 4.5% 4.54
Total 100% 6.1%
Core Portfolio Weighted Average Contribution
S e A el R
GLANBIA PLC H Consumer Staples 5% 0% 0.2% 14.83 0.0%
RYANAIR HOLDINGS PLC EUR 0.0 H Consumer Discretionary 5% -14% 0.8% 13.35 -0.7% |:I
INDUSTRIA DE DISENO TEXTIL EUR 2.8 H Consumer Discretionary 6% -3% 0.4% 27.54 -0.2% [l
LLOYDS BANKING GROUP PLC GBp 54 H Financials 5% 5% 0.0% 0.62 -0.3% |]
BANK OF IRELAND EUR 2.8 H Financials 5% 7% 0.6% 7.55 0.4%
ALLIANZ SE EUR 4.9 H Financials 5% 2% 0.2% 188.8 0.1% .
FACEBOOK INC-A usb 0.0 H Information Technology 4% 1% 0.5% 185.7 0.2% E
PAYPAL HOLDINGS INC usb 0.0 H Information Technology 4% 16% 0.0% 85.77 0.8% :
ALPHABET INC usb 0.0 H Information Technology 4% 18% 0.4% 1238 0.9%
AMAZON.COM INC usb 0.0 H Information Technology 4% 56% 0.5% 1848 2.5%
iShares STOXX Europe 600 Banks ETF EUR 3.2 H Financials 5% -8% 0.1% 16.35 -0.4% |]
SIEMENS AG EUR 3.4 H Industrials 6% 0% 0.2% 112.52 0.0% |
VINCI SA EUR 3.1 H Industrials 5% 1% 0.0% 84.66 0.1% '
SMURFIT KAPPA GROUP PLC EUR 28 H Materials 6% 30% 0.2% 36.00 1.8%
ALLIED IRISH BANKS PLC EUR 3.1 H Financials 4% 8% 0.1% 4.96 -0.3% |]
CRH PLC EUR 2.2 H Materials 6% -3% 0.4% 28.75 -0.2% |]
KINGSPAN GROUP PLC EUR 1.1 H Industrials 5% 10% 0.2% 39.84 0.5% I
ROYAL DUTCH SHELL PLC GBp 5.2 H Energy 5% 6% 0.2% 26.24 0.3%
DCC PLC GBp 1.9 H Industrials 6% 7% 0.0% 69.05 -0.4% |]
GLAXOSMITHKLINE PLC GBp 5.2 H Health Care 5% 21% 0.0% 15.89 1.0%
Total 100% -1.0% 6.0%

All data taken from Bloomberg up until 06/07/2018. )
*Red Denotes Deletions

Warning : Past performance is not a reliable guide to future performance *Green Denotes Additions

*Yields are based on the mean of analyst forcast
Warning : The value of your investment may go down as well as up. 4
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From the News - Monday's Headlines

Global Ex-Trump aide says he and Manafort committed crimes

e US US reimposes economic sanctions on Iran

e Europe Turkish lira stabilises after violent sell-off

e UK Labour suspends senior member over “anti —Semitic” post

e Ireland Striking Ryanair pilots in Ireland agree to mediation next week
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This Weeks Market Events

Corporate Corporate

HSBC Holdings Commerzbank
Standard Life
Aberdeen
InterContinental
Hotels

Economic Economic

DE Factory Orders DE Balance of Trade
EA Retail PMI DE industrial
Production
GB House Prices
CA PMI Data

Upcoming Events
13/08/2018

m

Wednesday

Corporate

Prudential
PaddyPowerBetfair

Economic

CN Balance of Trade
|IE Residential
Property Prices YoY

Corporate Corporate
Kerry Group n/a
Glanbia
IRES REIT
Deutsche Telekom
Adidas
Economic Economic
CN Inflation Data JP Q2 GDP
IE Inflation Data GB Q2 GDP
US PPI Data US Core Inflation
Data

13/08/2018 IT Inflation Data, US Inflation Expectations

14/08/2018 RWE AG

14/08/2018 DE Q2 GDP, GB Employment Data, EA Industrial

15/08/2018 Greencoat Renewables

Production

16/08/2018 Walmart, Hostelworld Group

15/08/2018 GB Inflation Data, US Retail Sales, Industrial Pro-

17/08/2018

duction

All data sourced from Bloomberg

16/08/2018 GB Retail Sales, EA Q2 GDP, US Housing Data

17/08/2018 EA Inflation Data
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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

CANTOR FITZGERALD IRELAND LTD 7
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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.

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.

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

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.

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

Adidas: adidas AG manufactures sports shoes and sports equipment. The Company produces products that include footwear, sports apparel, and
golf clubs and balls. adidas sells its products worldwide.

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

Prudential plc: Prudential plc is an international company which provides a wide assortment of insurance and investment products and services.
Prudential's services include personal and group pensions, equity plans, mortgages, and deposit accounts

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

Kerry Group: We added Kerry to our Core Portfolio on the 16/11/2016 with an Outperform rating.

Glanbia: We changed our rating on Glanbia from Under Review to Outperform on 06/03/2018

Prudential plc: We have an “Outperform” rating on Prudential as of 01/03/2018

Adidas: We currently do not have a rating on Adidas

Facebook: We have been positive on the outlook for Facebook, and it was added to the core portfolio on the 11/05/2015 and no changes to our rec-
ommendation have been since.

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 in) 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.
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