
 

 

 Value Change  
% Change 

YTD 
% Change 

Dow Jones 24207 141.57 3.77% 0.59% 

S&P 2616 5.80 4.36% 0.22% 

Nasdaq 7035 10.86 6.02% 0.15% 

     

Nikkei 20402 -40.48 1.94% -0.20% 

Hang Seng 26726 -176.20 3.41% -0.65% 
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 Market Moves 

Brent Oil 60.92 -0.40 13.23% -0.65% 

WTI Oil 51.84 -0.47 14.16% -0.90% 

Gold 1294 0.21 0.89% 0.02% 

     

€/$ 1.1388 0.00 -0.69% -0.04% 

€/£ 0.8865 0.00 -1.38% 0.24% 

£/$ 1.2845 0.00 0.71% -0.31% 

 Yield Change 

German 10 Year 0.206 -0.02 

UK 10 Year 1.293 -0.02 

US 10 Year 2.6985 -0.02 

   

Irish 10 Year 0.964 -0.02 

Spain 10 Year 1.365 -0.01 

Italy 10 Year 2.76 0.0040 
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 Key Upcoming Events 

23/01/2019 Bank of Japan  
24/01/2019 ECB  
30/01/2019 Fed  

 Market View  

European markets have opened weaker this 

morning, while US equity markets are pointing to a 

negative open this afternoon. Brexit uncertainty 

and the government shutdown in the US have led 

to a negative shift in sentiment today. This is 

despite a  positive collection of earnings results 

from US financials this week. The pound has held 

steady between €0.885 and €0.895 despite the 

excitement from the UK parliament. With a number 

of US financials now finished reporting we move 

forward to other sectors, with Nextflix the first from 

the technology sector this evening. Rio Tinto 

results will provide some insight into the 

commodity sector tomorrow.  

Source: Bloomberg, CF Research January 2019 Source: Bloomberg, CF Research January 2019 

Morning Round Up 
Article 50 extension in focus, no deal risks high 
The 230-vote defeat on Tuesday was not so much a vote against Prime 
Minister Theresa May’s EU withdrawal deal but another example that the UK 
Parliament lacks a consensus on “Brexit”. The vote could have been on 
leaving with no-deal, a Norway model, or Canada plus-plus-plus and the 
result would have likely been the same – defeat. An Article 50 extension 
means weeks not months. As things stand, the UK will leave the EU by law 
on March 29. It would seem that an extension of Article 50 remains very likely 
but the desire not to extend things beyond the EU parliamentary elections in 
May means we are talking about an additional few weeks not months. It does 
not make sense prolonging the domestic stalemate that has already persisted 
for more than two years. An extension of Article 50 that goes beyond the EU 
elections would likely require the UK to opt for another referendum or an early 
General Election. Without another referendum/election the UK seems left with 
two choices of either finding a new “Brexit” deal or simply have a no-deal exit. 
May’s “Brexit” deal has already been voted down and following her 
confidence vote victory yesterday, she is due to present a new proposal on 
Monday. The lack of political consensus will likely mean that any new deal will 
also be defeated again taking us closer to the March 29 deadline. 
Signs of cross-party consensus building are scarce at the moment, but this is 

what is needed to reduce the odds of a no-deal exit.  
 
US Banking results drive price recovery. 
The S&P Financials Index returned 4% this week as the Wall Street giants 
reported Q4 earnings. Bank of America and Goldman Sachs reported very 
strong results yesterday afternoon. Bank of America reported 4% growth in 
full year revenue, with 11% yoy quarterly growth. EPS beat expectations for 
the quarter coming in at 70c versus est. of 63c. FICC trading continued to 
drag on earnings, while consumer lending drove 1% growth in net loans. 
CEO, Brian Moynihan, dismissed recessionary concerns despite global 
issues saying “here in the US we see strong indications of continued growth”. 
Goldman Sachs released earnings yesterday as well, that saw the stock 
move 9% higher. Revenues and earnings beat estimates with reported 
revenues of $8.08bn versus est. $7.54bn and EPS of $4.83 versus est. $4.53. 
Fixed income trading on a FY bases was strong after an exceptionally strong 
H1, however, performance deteriorated throughout each quarter with Q4 
being the weakest. M&A activity drove revenues in its advisory business, 
offsetting some weakness in underwriting. Management set aside $516mln in 
net provisions as the 1MDB scandal develops in Malaysia. Earnings have 
been the catalyst for a recovery in US bank shares after heavy selling in H2. 
Continued positive earnings from other sectors should sustain momentum. 
 
European Banks 
Italian banks have reacted positively to reports that the ECB guidance is for 
European banks to have full coverage for non-secured NPL’s and secured 
NPL’s of 2 years and 3-7 years respectively. This combined with a continued 
fall in Italian bank NPE exposure has resulted in Italian banks rallying 5-6% 
over the last two days. Post a massive sell-off, Italian banks trade between 
0.4x book value and 0.7x on average.  
 
Sage shares jump 
Sage, the UK software company, released a positive set of results this 
morning as recurring revenue increased by 10.5% and management stuck to 
its 2019 guidance. Shares rose as much as 8% this morning as sales, driven 
by software subscription growth, impressed. A solid start for the new CEO 
Steve Hare who took over in November. This is a positive insight into SAP 
(our preferred European tech name) which reports at the end of the month.   
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Cairn Homes- Buyback in play! 
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News 

Cairn Homes released a year end 2018 trading update this morning reporting that they generated €337m (FY 2017 €146m) in 

revenue and €53m (FY 2017 €14m) in operating profit by selling 804 unit ( FY 2017 418 units) at an average price of €366,000 and 

€38m in non-core site sales. Management will now look at capital structure to permit share buybacks and dividends later in the year. 

Despite Brexit uncertainty, management are looking forward with confidence. Stock is trading up 7% this morning.  

  

Units sales are expected to ramp up further in 2019 with 344 units already forward sold @ €464,000 per unit. With a number of new 

developments starting to deliver in 2019, we expect Cairn Homes to deliver c.1000 units in the coming year. This will be key to 

delivering revenue of c.€450m in 2019. The average first time buyer unit house sold for €312,000, up from €301,000 in 2017.  New 

developments include sites in Maynooth, Lucan, Naas, Donnybrook and Citywest.  

  

Group gross margin climbed to 20.5% and we are encouraged by managements capacity to deliver c.70 local authority units at 

€207,000 yet sustaining a healthy profit margin on this business.   

  

Group balance sheet strengthened with net debt falling to €140m and management continue to guide for a ramp up in free cash flow 

over the next few years.  

  

Michael Stanley, Co-Founder and CEO, said: “2018 has seen Cairn Homes plc double the number of quality homes built and sold to 

804, boosting our revenues to c. €337m. Considering this was only our third full trading year, this performance illustrates the 

positioning and growing maturity of our business, the capability of our talented team and the depth of unsatisfied demand for new 

family homes in Ireland. We look forward with real confidence to 2019 and beyond. Importantly, our business’s significant cash 

generation has the potential to accelerate our capital return plans and reward our shareholders for their investment in Cairn Homes 

plc.” 

 

Comment  

Cairn Homes was included in our 2019 Cantor core Irish picks in the January Investment Journal. This trading update confirms our 

view of possible buybacks and our investment case has been supported by managements comments regarding a “confident outlook”.  

  

Although revenue and operating profit for FY 2018 missed consensus expectation by c.5%, the stock is trading up by 7% this morning 

on the back of the buyback/outlook commentary. Despite delivering c.120% sales growth, Cairn Homes shares are still trading down 

30% over the last year. 

  

Its share trade on 15x 2019 earnings, the cheapest multiple since listing, and offers investors a 10% free cash flow yield at current 

levels. Given the modestly weaker 2018 results, we lower our 12 month target price to €1.60 from €1.70 previously but retain our 

“Buy” recommendation.  

 

 

Darren McKinley, CFA | Senior Equity Analyst 

Closing Price: €1.206  
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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 

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 
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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  

 

http://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/research/investment-journal/
http://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/research/investment-journal/
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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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Regulatory Information 
Issuer Descriptions: (Source: Bloomberg) 

Cairn Homes PLC: Cairn Homes provides construction services. The Company design and build homes. Cairn Homes operates in Ireland.  

Historical Recommendation:  

Cairn Homes PLC: We initiated an Outperform rating on the 30/11/2018  

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 wil l be, directly or indirectly, 

related to the specific recommendations or views expressed by that research analyst in the research note.   
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