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Morning Round Up

FOMC stay on track
The Federal Reserve concluded its meeting yesterday and as expected they

announced no changes to their monetary policy from the September meeting.
The unemployment rate was described as “declining” and business fixed
investment has “moderated from its rapid pace earlier in the year”. It was
however the issues that the Fed did not mention that would cement a rate rise
for next month. These issues include a strong dollar, Oil slipping into a bear
market (which will drag on inflation), weakness in US housing, the emerging
market crisis and the volatility in the stock market during October. Not
mentioning these issues is a tell tail sign that they will follow through with
raising rates in December as these would reason to defer from the hike. It
appears the new figures at the top of the Fed are taking a different stance to
predecessors when it comes to raising rates, they will no longer pause the
hikes during stock market turbulence. This was seen as a contributing factor
to asset bubbles formed during the Alan Greenspan era. The fed also left its
interest on excess reserves (IOER) rate unchanged at 2.20% as expected.
This fed meeting was as anticpated and delivered as a non-event for markets,
as stated in yesterday’s daily, with the S&P finishing the day pretty much level
with a slight decline of 0.25%. The omissions from its official statement
however t-up the expected rate hike in December.

New lending measures weigh on Chinese stocks
Chinese banking stocks plunged amongst the wider Chinese sell off over

night as policy makers set targets for banks for lending into the country’s
private sector. The Banking and Insurance regulator decreed that at least a
third of loans must be lent to non-state companies. The measure aims to
pump money into the private sector to support growth, which has been
struggling. For the banking sector, non performing loans are expected to
spike adding to an already large credit issue on Chinese bank’s balance
sheets.

EU economic forecast increase tensions with Rome

The European Commission released its forecast for the Italian economy,
coming in behind the Italian governments estimates. The commission is
forecasting 1.2% growth next year (ltalian forecasts are at 1.5%) and it sees
Italy breaching the deficit rule of 3% by 2020. ltalian finance minister,
Giovanni Tria, dismissed the report accusing the commission of a “technical
fault”. ltaly are expected to return a revised budget to the commission by
Tuesday (13th of Nov). We expect continued conflict between lItaly and the
EU to drive market volatility, with particular downside for European Financials.
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Key Upcoming Events

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

Market View

US stocks had a mixed day with the S&P and the
NASDAAQ finishing marginally down with the Dow
up 4bps on a day where the Fed reiterated its
hawkish stance. Asia had a weaker trading day
overnight, as Chinese data disappointed and new
lending measures dampened sentiment. Europe
opened weaker this morning. US yields rose, with
the 2 year trading at 2.96% this morning. As Q3
earnings comes to a close, focus will likely revert
to geopolitics and trade in the US and Europe. On
the data front, there is a range of UK data points
available today, that the market will be watching as
Brexit speculation continues.

Market Moves

Value Change % Change % ch.]Ifg'ge
Dow Jones 26191 10.92 0.04% 5.95%
S&P 2807 -7.06 -0.25% 4.98%
Nasdag 7531 -39.87 -0.53% 9.09%
Nikkei 22250 -236.67 -1.05% -2.26%
Hang Seng 25602 -625.80 -2.39% -14.43%
Brent Qil 7047 -0.18 -0.25% 5.38%
WTI Qil 60.34 -0.33 -0.54% -0.13%
Gold 1221 -2.64 -0.22% -6.25%
€/$ 1.1335 0.00 -0.25% -5.58%
€£ 0.8713 0.00 0.15% -1.89%
£/$ 1.3009 -0.01 -0.41% -3.73%

Yield Change
German 10 Year 0.427 -0.03
UK 10 Year 1.532 -0.03
US 10 Year 3.2041 -0.03
Irish 10 Year 0.987 -0.02
Spain 10 Year 1.6 -0.01
Italy 10 Year 3.44 0.0460

Source: Bloomberg, CF Research November 2018
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Allianz- Strong underlying performance drives growth Closing Price - €187.02

News

Allianz published results this morning, which should be well received by the market. Allianz continues to be one of the strongest
names in global insurance. Total revenues increased by 7.9% to €30.5bn in the quarter. Operating profit beat estimates at €2.99bn
against top end analysts estimates of €2.97bn. Net income came in at €1.92bn ahead of estimates of €1.90bn. Profitability was well
ahead of FY17, with a annualised return on equity for the first 9 months of 2018 of 13.8% ahead of 11.8% for FY17. Solvency
remained strong at 229% down from the June month end figure of 230%.

Stepping into the business’s underlying divisions, all units performed strongly in the quarter. In Property & Casualty (P&C), the unit
wrote €12bn in gross written premium for the quarter. It produced a combined operating ratio (COR) of 93.1%, which was 1.3% below
consensus estimates of 94.4%. Natural catastrophes losses returned to “normal levels”, which is encouraging. The unit posted a
44.6% increase in operating profit at €1.5bn. Life & Health (L&H) posted consistent numbers. New business premiums in the quarter
were €13.4bn up from €12bn on Q317. New business margin also improved by 10bps to 3.5%. Currency headwinds and lower
investment returns resulted in a flat operating profit at €1.05bn. Finally, the asset management (AM) unit saw strong inflows. Bond
specialist, PIMCO, recorded $11bn in inflows, while the wider AM unit saw inflows of €15bn. Total assets under management (AuM)
reached €2trn. The cost income ratio (CIR) increased to 62.5% due to one off expenses and increased investment. Operating profit at
the unit was up 10.6% to €650min.

Comment

Allianz remains one of our favoured names among the global insurers. Diversity of business lines and geography, as well as scale
and quality of its balance sheet makes it a reliable performer. This quarter produced very strong results, P&C was particularly strong.
Underlying performance resulted in operating profit for the first 9 month being 13% ahead of the previous year. Asset management
also produced encouraging numbers hitting €2trn in AuM. The investment case for Allianz remains very much intact based on a
strong balance sheet and profitability. European politics and sovereign spreads will continue to weigh on the stock in the short term
but Allianz remains a cornerstone holding of our core portfolio. We maintain an Outperform rating on the stock.

Pierce Byrne , CFA | 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)

Historical Recommendation:
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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.
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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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