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Morning Round Up

Brexit deal weighs on markets

In what has been a hectic 48 hours on the Brexit front, markets have not
reacted well to the looming uncertainty created by the draft exit agreement. On
Wednesday evening, Mrs May confirmed she had received majority support
from her cabinet for the agreement. Thursday morning then saw a number of
resignations, Dominic Raab, the Brexit Secretary, the highest profile. After a
gruelling three hour debate in commons, Mrs May stood defiant in defensive of
the only deal on table. Throughout Thursday, Tory backbenchers were
submitting letters of no confidence in May’s leadership, including prominent
Brexiteer Jacob Rees Mogg, with speculation this morning indicating that the
48 letters required to trigger a confidence vote will be reached today.

Investors moved to the side lines yesterday as equities sold off. The pound
weakened and UK yields fell. The UKX index closed flat yesterday, however,
the dispersion of performance across sectors was stark. Banks and Real Estate
performing very poorly but export focused companies gained on a weaker
pound. The wider and more domestic MCX index, covering the top 250
companies, fell b by 1.3%. The worst performing equity market in Europe was
the Irish Stock Exchange, which fell 3.8%. UK exposed companies like Bank of
Ireland, ICG and Ryanair all sold off heavily in a move that sets the tone for the
potential impact a hard Brexit could have on Ireland. The pound weakened
against both the euro and the dollar. The pound held a level close to £0.885
against the Euro and traded down to $1.278 the dollar. UK gilts provided safety
as investors drove the yield on the 10 year down 12bps to 1.38%.

The outlook into year end for the Brexit process is very unclear. As Mrs May
moves forward with the current deal, Tory backbenchers will be plotting her
downfall. The likelihood of the current deal getting through a commons vote is
slim, the EU have also indicated that any renegotiation of the terms is off the
table. This leaves two options, either a no deal exit or a second referendum. If
May looses a confidence vote, we would expect this to lead to a general
election as there is little consensus on an alternative government. The EU has
indicated that it would likely accommodate a UK election process. For markets,
a hard Brexit poses downside risks to UK equity markets and significant
downside risk to Irish equities. We would also expect the pound to weaken
further. The gilts market seems to be ignoring Governor Carney’s warning that
a hard Brexit could result in higher interest rates as yields fell yesterday. A
softer/market friendly event would be a positive for markets. The next hurdle for
May will be filling her cabinet, as the market awaits indication on where Michael
Gove's support lies, which is seen as crucial for May’s survival.

Aryzta complete capital raise

Aryzta announced that 97.4% of its fully underwritten rights offering were
exercised. Previous investor concerns were that the banks underwriting this
capital raise would be left with a significant amount of stock and leave a
negative overhang on the stock. The results of the rights issue removes this
risk, as only 2.6% of rights were not exercised. Management have reiterated
their intention to use the majority of the €790m capital raise for term loan
repayment. Subsequently, Aryzta should no longer trade as a distressed
company and could potentially re-rate from c¢.6.6x EV/EBITDA to 7.5-8xEV/
EBITDA over the next twelve months provided that management delivers on
recent guidance of EBITDA growth in 2019. At €1.19, our recommendation on
Aryzta shares have moved from Underperform to Outperform.

Source: Bloomberg, CF Research November 2018

Key Upcoming Events

21/11/2018 EU Leaders Summit
30/11/2018 G20 Summit

Market View

Fears over Brexit led the ISEQ to drop by 3.8%
yesterday, the largest fall in 2 years. However
they, along with the broader European market,
have bounced back this morning. Despite a strong
day yesterday in the US, futures are pointing to a
negative opening as trade relations between the
US and China continue to take centre stage. Oil's
bounce back continued this morning gaining by
1.5% following two consecutive positive days.
Yields are up this morning with the US and
German 10 years rising to 3.11% and 0.373%
respectively. The pound has strengthened this
after selling off heavily yesterday .

Market Moves

Value Change % Change % ch.]Ifg'ge
Dow Jones 25289 208.77 0.83% 2.31%
S&P 2730 28.62 1.06% 2.12%
Nasdag 7259 122.64 1.72% 5.15%
Nikkei 21680 -123.28 -0.57% -4.76%
Hang Seng 26184 80.19 0.31% -12.49%
Brent Qil 67.55 0.93 1.40% 1.02%
WTI Qil 57.2 0.74 1.31% -5.33%
Gold 1216 2.68 0.22% -6.66%
€/$ 1.1354 0.00 0.23% -5.42%
€£ 0.8858 0.00 -0.10% -0.25%
£/$ 1.2817 0.00 0.34% -5.15%

Yield Change
German 10 Year 0.373 0.01
UK 10 Year 1.401 0.03
US 10 Year 3.114 0.00
Irish 10 Year 0.98 0.01
Spain 10 Year 1.621 -0.01
Italy 10 Year 3.46 -0.0380

Source: Bloomberg, CF Research November 2018
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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)
Aryzta: Aryzta produces and retails specialty bakery products.

Historical Recommendation:
Aryzta: We changed our recommendation for Aryzta to Outperform from Underperform on 16/11/2018

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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