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Morning Round Up

Democrats take the house in US Midterms

The Democratic party have won a majority in the House of Representatives
for the first time since 2010. As it currently stands, the Democrats have won
218 seats, which is a one seat majority of the 435 available seats, with 24
races yet to be called. Republicans have lost 28 seats to Democratic
challengers, while only turning over two Democratic seats giving the
Democrats a net gain of 26 seats at this point. The Senate will remain
controlled by the Republican Party who hold 51 seats at the moment with four
seats yet to be called. Republicans could extend their current 2 seat majority.
Increased political friction in Washington will not likely aid markets. Conflict
between the Executive and Congressional branches will result in increased
use of executive powers, while his ability to add further fiscal stimulus will be
limited. The Democrats will likely spend the following two years attempting to
limit the impact of President Trump’s agenda in advance of the 2020
Presidential race.

US cements paint brighter picture for CRH

CRH’s two main competitors in the US market have both reported strong
earnings in Q3, with full year guidance meeting expectations. Vulcan
Materials reported last Tuesday, while Martin Marietta Materials reported
yesterday afternoon. Both companies beat third quarter street expectations
on the top and bottom lines. Full year guidance was also in line with
expectations despite the adverse effects of bad weather. Vulcan Materials is
forecasting adjusted EBITDA of $1.13bn to $1.14bn and EPS of $3.85 to
$3.95. Martin Marietta is forecasting revenues between $4.14bn and $4.26bn,
adjusted EBITDA of $1.1bn to $1.15bn. Both companies reported improved
pricing and volumes in their aggregates segment in Q3 despite severe
weather disrupting projects in the quarter. Higher energy cost, on the back of
rising oil prices, was also flagged by both companies. Pricing trends and
volume growth are expect to continue to strengthen into 2019. The
construction sector as well as increased public sector activity to support mid-
single digit growth. Reading through to CRH, we are expecting strong Q3
results and guidance in line to slightly better than the sector, as CRH has
generally benefitted from stronger margins and scale. CRH reports on the 20"
of November.

Intesa San Paolo beats estimates

Intesa San Paolo reported earnings yesterday afternoon that beat consensus
estimates. Core operating income remained flat with net interest income (NII)
marginally up on Q2 and a slight drop in net fees and commissions. Overall
income was down 7.3% on the previous quarter but up 4.3% on the 9 months
to September versus the same period last year. The bank reported a FL CET
1 capital ratio of 13.7%. Non performing exposures (NPE) were down to 9.2%
of loans, showing good progress on its 2021 Business Plan.

Axa reports strong revenue growth

Axa reported strong growth in revenues across its businesses. Like for Like
sales adjusted for currency fluctuations grew by 3.7% in the first 9 months of
the year to €75.8bn. Life & Savings and Health drove revenue growth with
Axa’s home market, France, posted particularly strong numbers. Despite
outflows of €12bn, revenues in AM were up by 9%. Solvency Il ratio fell by
38bps to 195% on the completion of the XL Group acquisition.

Source: Bloomberg, CF Research November 2018

Key Upcoming Events

08/11/2018 FOMC Meeting
13/11/2018 Revised Italian Budget
21/11/2018 EU Leaders Summit
30/11/2018 G20 Summit

Market View

US markets traded up as voting got underway in
midterm elections yesterday. Asian markets were
weaker overnight, but rallied into the close.
European markets have had a strong open this
morning. Election results pushed the dollar weaker
against the euro as the probability of additional
fiscal stimulus diminishes, it is currently trading
$1.1478. Yields moved lower also, the US 10 year
was down 2bps to 3.18%. With the midterms as
expected, the market should refocus on earnings
in Europe. The Fed's FOMC meet tomorrow, the
market will be looking to see if the Fed has
maintained its bullish outlook on the US economy.

Market Moves

Value Change % Change % ch.]Ifg'ge
Dow Jones 25462 190.87 0.76% 3.00%
S&P 2738 15.25 0.56% 2.42%
Nasdag 7329 -28.14 -0.38% 6.16%
Nikkei 22148 248.76 1.14% 2.71%
Hang Seng 26121 186.57 0.72% -12.69%
Brent Qil 72.78 -0.39 -0.53% 8.84%
WTI Qil 62.91 -0.19 -0.30% 4.12%
Gold 1235 3.10 0.25% -5.24%
€/$ 1.1421 0.00 0.12% -4.86%
€£ 0.8734 0.00 -0.15% -1.65%
£/$ 1.3076 0.00 0.27% -3.23%

Yield Change
German 10 Year 0.427 0.00
UK 10 Year 1.515 0.01
US 10 Year 3.2009 0.00
Irish 10 Year 1.013 0.00
Spain 10 Year 1.577 0.01
Italy 10 Year 3.35 0.0210

Source: Bloomberg, CF Research November 2018
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Kerry Group - Solid growth with guidance reiterated Closing Price - €91.35

News

Kerry Group released a broadly positive interim management statement for the first 9 months of the year despite some challenging
comparatives. Revenue ticked up on solid volume growth, group margins were maintained and guidance for the year was reiterated.
For the first 9 months of the year, group revenues were solid, increasing by 2.2% (H1/18 1.4%). Volumes remained robust growing by
3.5%, while pricing fell by 0.2%. There was an adverse currency transaction impact of 0.1% and an adverse currency translation
impact of 4.9%, however acquisitions added 3.9%. Management reiterated guidance of between 7% and 10% (constant currency)
EPS growth for FY18. Net Debt was €1.4bn at the end of September.

Taste and Nutrition (T&N) (80% of revenues) performed well with volume growth of 4.1% driven by Meat, Beverage and Snacks in
End Use Markets (EUM’s). Pricing fell by 0.2% (generally a positive for margins) reflecting lower raw material costs. Trading profit
margins grew by 20bps (10bps in H1/18), due to operational leverage, product mix and efficiencies. Within the Americas region
volumes were solid growing by 2.8% (2.8% in H1/18) as Meats, Snacks and Beverages performed well. Europe was slightly weaker
(on strong comparatives) growing by 2.5% (2.7% in H1/18), Foodservice again performed strongly. APMEA maintained strong
volume growth of 10.1% from the first half of the year. Consumer Foods (20% of revenues) performed reasonably. Volume growth of
1.2% (1.3% in H1/18) was driven by “Food to Go”. Pricing was flat, however, trading profit margin fell by 60bps on transaction effects.

Comment

Another positive release from Kerry as it looks to fulfil it's ambitious 5 year plan. Importantly the strategically priorities for longer term
growth (Authentic Taste, Nutrition & Wellness, Developing markets and Foodservice) continue to perform. T&N displayed solid
volume growth across geographies as the numbers in APMEA, were again impressive. Importantly margins in the segment ticked up
from H1/18. Consumer Foods provided no surprises as it continues to experience adverse currency moves.

We continue to like Kerry and advise clients to pick it up as a longer term holding or on weakness. The fundamentals remain
supportive with positive secular trends, Asia/EM penetration, quality (/profitability), cost inflation pass through and above market
growth. While trading at a 23% (forward P/E 24.2x) premium to the market, it remains cheap relative to other ingredient competitors.
We maintain our Outperform rating.

David Fahy, CFA | Investment Analyst

Adidas - Top line guidance disappoints Closing Price - €207.00

News

Adidas released a mixed set of Q3 results this morning as lower than anticipated top line guidance outweighed positive margin
expansion and higher net income. Q3 revenues grew by 3.45% to €5.873bn, below consensus expectations of €5.913bn. EBIT grew
by 13.3% to €901m, ahead of estimates of €869m. EPS was strong growing by 31.78% to €3.245, again ahead of estimates of
€2.991. Growth was driven by the Adidas brand, as Reebok underperformed. North America (+16.5%) and APAC (+15%) drove
growth as Western European sales turned negative (-1%), however this was advised by management last quarter. Russian sales
were a positive surprise supported by the World cup. Profitability was a notable positive from the release. Gross margin was
impressive, improving by 140bps to 51.8%, ahead of estimates of 50.6%. This was driven by improved pricing, mix and lower costs.
EBIT margin improved by 130bps to 15.3%.

Guidance for the year was mixed with top line revised down while bottom line brought up. Management now expects sales growth (cc)
of between 8%-9% below previous forecasts of +10%, driven by lower European sales. However it has raised FY18 EBIT guidance to
12%-16%, as EBIT margin is now expected to expand by +100bps to 10.8% on the back of favourable pricing and mix. Net income is
now expected to expected to range between €1.66bn - €1.72bn ahead of market estimates of €1.67bn.

Comment

The market has so far taken the negatives ahead of the positives with the stock falling by 2% this morning. Weakness in Europe,
despite being guided by management, surprised investors. Profitability improvement was impressive and the upward revision to
earnings growth should alleviate some concerns. With Adidas positing double digit growth in markets outside of Europe we continue
to remain positive on its outlook. We expect Adidas’s earnings to continue to grow by double digits over the medium term. At present
it trades at 21% discount to competitor Nike. It remains one of our preferred stocks within the Consumer Discretionary sector.

David Fahy, CFA | Investment Analyst
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BMW - Revenue beat estimates but earnings disappoint Closing Price - €76.92

News

BMW (€49bn market cap) released its Q3 2018 results this morning, with profits missing consensus expectations despite a better than
expected revenue result. BMW'’s auto division EBIT profit margin declined to 4.4% in the third quarter, the lowest level since 2010,
impacted by tariffs, €629m in provisions against recalls and product pricing pressure related to the introduction of WLTP emission
regulation.

Management continue to guide for a modest fall in profits between FY 2017 and FY 2018 and for FY 2018 free cash flow of €3bn
(6.3% free cash flow yield). Sell side consensus expects earnings per share to decline by c.10% which would imply that analysts are
already conservative relative to management expectations.

Q3 Group EBIT declined by 26% YoY to €1.8bn as margin contracted by 300bps to 7.5%. The Auto division EBIT declined by 47%
YoY to €930m with its EBIT margin falling to 4.4%. Financial services EBIT declined by 10% to €548m. The much smaller motorcycle
division reported a 37% decline in EBIT to €33m. If management FY 2018 guidance is to be believed and consensus medium term
(2019, 2020 etc) estimates are met, then Q3 2018 should be the worst EBIT growth outcome for the group. Management adjusted
their FY 2018 EBIT margin guidance from “between 8% and 10%” to “at least 7%".

Longer term, BMW continues to be one of the market leaders in electric vehicles and autonomous cars, investing significantly in
research and technology. BMW is on course to sell 140,000 electric vehicles in 2018, up from 311 in 2013 and 103,000 in 2017. They
expect to sell 500,000 electric units by 2019 relative to ¢.2.3m cars expected to be sold this year. Premium car sales in general are
also expected to grow faster than the industry average at 2% CAGR driven by China and Emerging markets where BMW already has
a significant presence.

Comment

BMW shares have retraced by 13% year to date and are trading down by 22% since its January high of €95. Its shares trade on 6.9x
forward earnings, the cheapest level in seven years. Even if earnings were to fall by 20% next year, its earnings per share would
equate to €8.40, a similar level to 2013 when the stock trades at €72. Consensus currently expected earnings to grow by 5% next
year to €10.90. At €8.40 EPS (plausible worst case), BMW would trade on 8.9x 2019 earnings which we would still view as attractive
provided a global recession is avoided over the next 24 months.

From a technical viewpoint, €73/€75 seems like a significant level on the chart having broken out above resistance in 2013 and since
found support at this level on a number of occasions since then.

BMW trades with a 5.3% dividend yield (30% pay-out ratio), supported by its 6.3% free cash flow yield. The average sell side analyst
values the company at €88 which would imply 17% upside.

An investment in BMW is not without your usual risks which include a global growth shock, a credit freeze which would impact its
financial services business and product sales as a result and possible near term EU/US auto trade tariff headline risk. We consider
these risks to be partially priced in at this stage.

We would look for a level below €75 to trade the name up provided that broad markets can hold in. Before buying, we would watch to
see can the S&P break above its 200dma as a further sell off in S&P would likely weigh on all stocks globally. A stop loss at €70
would be appropriate.

Darren McKinley, CFA | Senior Equity 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)

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

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.

BMW: BMW manufactures and sells luxury cars and motorcycles worldwide.

Historical Recommendation:

Kerry Group: We have an “Outperform” rating on Kerry as of 16/11/2016.
Adidas: We currently do not have a rating on Adidas

BMW: We currently do not have a rating on Adidas

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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