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Morning Round Up

Bullish factors for risk markets no longer bullish

It is no surprise that all other central banks with meetings scheduled recently
have either cut rates as in India, or have copied the Powell pivot. The “Old
Lady of Threadneedle Street” said yesterday that there is further indication of
a "sharper and possibly more persistent slowdown in global growth" and
“Brexit” is "now weighing more heavily on activity". And it was no shock either
that the European Commission cut its Eurozone growth forecast for 2019 to
1.3% from 1.9% before. The ECB staff projections will now follow in March,
allowing the central bank to keep rates negative for longer. These seemingly
bullish factors for risk markets, are no longer bullish because: (1) they flag in
neon lights the global decaying of growth; (2) they highlight the inability of the
major central banks (other than the Federal Reserve) to combat another
downturn and (3) they are already priced into stocks. It is worth noting that
“core” bond yields are falling despite the huge amount of new supply coming
on stream, particularly in the US. And now ltaly is right back on the radar
screens. The Commission slashed Italy's 2019 growth forecast to 0.2% from
1.2% previously, and the country is already in recession. Then there is the
whole diplomatic spat between Rome and Paris, which is unlikely to do lItaly
any favours. Italy remains the country at biggest risk in the Eurozone in the
short-term, and concerns are increasing over the deteriorating economic
picture spilling into big bank bankruptcies.

Franco-ltalian diplomatic row may taint economics

With friends like these, enemies are unnecessary. A brewing row between
France and ltaly blew up on Thursday when Paris recalled its ambassador to
Rome. A fracas in the diplomatic sphere may end up tainting the economic
one. President Emmanuel Macron’s Foreign Ministry said baseless and
repeated attacks by lItalian politicians were without precedent since the end of
World War Two and that a longstanding and friendly relationship was being
manipulated for electoral purposes. There’'s some truth to that. Italy's two
Deputy Prime Ministers, Matteo Salvini of the right-wing League and Luigi Di
Maio of the anti-establishment 5-Star Movement, have each taken pot-shots
at Macron. For example, the latter in January accused France of creating
poverty in Africa and fuelling mass migration to Europe. And Di Maio has met
with members of France’s anti-government “yellow vest” protesters, including
the movement's candidates for European parliament elections in May. As a
rule, EU governments avoid meddling in each other's domestic politics, so the
insult was flagrant. But irking Macron, an unabashedly pro-European and pro-
business leader, plays well to Salvini and Di Maio’s supporters. Nor are their
parties just fighting an external enemy. Each knows that whoever comes out
ahead in the European elections will have the upper hand if their fragile
coalition government falls apart. Such short-term electioneering may,
however, have damaging consequences for Europe. For one thing, it reduces
the chances that they will present a united front, and build alliances with
others, on issues such as revamping the EU budget rules or creating a region
-wide bank deposit guarantee scheme. For example, Paris and Rome have in
the past agreed on the need to exclude investments from the budget deficit
measure used to decide whether countries are compliant with the EU’s fiscal
rulebook. True, France and lItaly could patch things up. But the next economic
downturn is already on the horizon, and the European Central Bank has less
room to manoeuvre than during the last slowdown. That means governments
have little time to waste by putting short-term domestic politics above their
country’s long-term interest. Italy’s loss will also be Europe’s.

Core portfolio change

After the recent run for risk assets and the continuing downtrend in economic
data, we are reducing the beta exposure within the portfolio slightly by cutting
Rio Tinto from 4% to 2%. We are increasing our exposure to defensive
stocks, Verizon and Vinci. Both stocks will increase by 1% to a 5% weighting.

Source: Bloomberg, CF Research February 2019

Key Upcoming Events

Feb-19 Q4 Earnings

14/02/2019 Brexit Debate resumes in Commons
13/02/2019 European Financial Forum with Atlanta
Fed President Raphael Bostic - Dublin Castle

Market View

US markets finished weaker yesterday as
optimism continues to wane on comments from
White House Economic advisor, Larry Kudlow, that
a trade deal with China was some way off. Asia
remains muted due to the Lunar New Year closing
a number of markets including China. However,
Japan was open and was down by almost 2%
overnight. Europe has opened marginally lower
this morning and futures are pointing to a negative
open in the US later. Markets will be assessing the
fallout of Mr Kudlow's comments and Prime
Minster May is in Dublin to meet Taoiseach Leo
Varadkar on Brexit. On the data front, there is
labour data from Canada this afternoon.

Market Moves

Value Change % Change * %ﬁ;‘ge
Dow Jones 25170 -220.77 -0.87% 7.90%
S&P 2706 -25.56 -0.94% 7.95%
Nasdagq 7288 -86.93 -1.18% 9.84%
Nikkei 20333 -418.11 -2.01% 1.59%
Hang Seng 27946 -43.89 -0.16% 8.13%
Brent Oil 61.46 -0.17 -0.28% 14.24%
WTI Oil 52.46 -0.18 -0.34% 15.53%
Gold 1309 -1.13 -0.09% 2.07%
€/$ 1.1331 -0.0010 -0.09% -1.19%
€L 0.8763 0.0008 0.09% -2.52%
£/$ 1.2931 -0.0021 -0.16% 1.39%

Yield Change
German 10 Year 0.114 -0.001
UK 10 Year 1477 0.000
US 10 Year 2.650 -0.007
Irish 10 Year 0.883 0.005
Spain 10 Year 1.24 -0.007
Italy 10 Year 2.938 -0.013

Source: Bloomberg, CF Research February 2019

CANTOR FITZGERALD IRELAND LTD



Daily Note Friday, 08" February 2019

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
. J?)’fJSRnIQIeAnL 4 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

investment FORUM
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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
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