
 

 

 Value Change  
% Change 

YTD 
% Change 

Dow Jones 25967 2.24 11.32% 0.01% 

S&P 2879 -4.63 14.86% -0.16% 

Nasdaq 7943 -20.44 19.71% -0.26% 

     

Nikkei 21402 -200.46 6.93% -0.93% 

Hang Seng 28348 -655.06 9.68% -2.26% 
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Morning Round Up 

Trade concerns brings volatility back to the markets 

Donald Trump’s claim last night that China has “broke the deal” that was 
being negotiated has heightened concerns that the trade war may be on the 
verge of escalating. A Chinese delegation will be in Washington today and 
tomorrow. Both sides are meeting in an attempt to broker a last minute deal 
prior to tomorrows deadline, where Trump has stated that he will raise tariffs 
on $200bn worth of Chinese goods to 25% from 10%. The Chinese have 
already responded stating that they will take retaliatory measures. Should the 
meeting between both sides fail to make a breakthrough, worries over  global 
growth and heightened equity valuations will return. We advise clients to 
continue to be cautious when allocating at present.   

 

PTSB release Q1 trading update 

Permanent TSB released a trading update showing a strong start to the year. 
New mortgage lending continues to trend above the wider market at with its 
market share increasing from 14% to 15.1% in Q1. Total new lending 
increase by 25% to €0.3bn. NIM was in line with FY18 at 1.79% (FY18 
1.78%) and operating costs were in line with expectations. Customer deposits 
increased by 3% bringing the loan deposit ratio to 98%. Management 
continue to make progress on non performing exposures (NPE) balances 
primarily due to cures and reduced default flows. Capital improve by 30bps to 
14.3%. Despite encouraging Q1 performance, PTSB faces a significant 
challenge in adjusting its cost base to reflect its smaller balance sheet. Simply 
waiting for its tracker portfolio to reprice higher will not come soon enough, 
management need to lay out a strategy that can put PTSB on firm footing.  

 

IFG trading in line with expectations ahead of AGM 

IFG released a trading update this morning ahead of its AGM at 12 o’clock. 
The release confirmed the group is trading in line with expectations and there 
is no change to its Outlook. James Hay has seen an increase of 14bps in 
clients and Assets under Administration (AuA) increase 3.2% on positive 
market moves. Saunderson House won 63 new clients and AuA increased 
4.8% since December 2018. There was not additional information provided to 
shareholders ahead of the vote relating to £1.93 cash offer by Epiris, which 
we expect to receive shareholder approval.  

 

US 10 Year Treasury Yield 

 Market Moves 

Brent Oil 69.73 -0.64 29.61% -0.91% 

WTI Oil 61.46 -0.66 35.34% -1.06% 

Gold 1285 4.33 0.21% 0.34% 

     

€/$ 1.118 0.00 -2.50% -0.11% 

€/£ 0.8602 0.00 -4.31% -0.04% 

£/$ 1.2997 0.00 1.91% -0.07% 

 Yield Change 

German 10 Year -0.063 -0.02 

UK 10 Year 1.115 -0.02 

US 10 Year 2.4423 -0.04 

   

Irish 10 Year 0.497 -0.01 

Spain 10 Year 0.955 -0.01 

Italy 10 Year 2.68 0.0650 
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 Key Upcoming Events 

10/05/2019 Trump Tariff Deadline 
23/05/2019 EU Parliament Elections 

 Market View  

Uncertainty over US-China trade relations prior to 

tomorrows deadline has led European equity 

markets to drop by over 1% this morning. Asia, 

which is most vulnerable to the trade dispute, fell 

by over 2% last night. Oil has continued its decline, 

down to $61.50 (WTI) this morning. Safe haven 

assets have gained. Yields on the US ten year 

have fallen to 2.44%, the Japanese yen has 

strengthened and gold has risen. Market direction 

will be driven by trade headlines for the next 

couple of days as China’s negotiator, Liu He, 

meets in Washington today. Elsewhere, Kraft 

Heinz in the US is the standout name reporting this 

afternoon.   

Source: Bloomberg, CF Research May 2019 Source: Bloomberg, CF Research May 2019 
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BT Group - Mixed results! Commitment to 5% dividend in Q3                                       Closing price: £2.19 
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News 

BT Group reported Q4/FY 2019 financial results this morning reporting revenue of £23.4bn (-1% YoY), PBT of £2.66bn (+2% YoY) 

and free cash flow of £2.44bn (-18% YoY). Cap-ex increased by £441m to £3.96bn which is primarily focused on fibre broadband roll 

out. Group final dividend of 10.8p per share is payable in September and brings the full year dividend to 15.4p (7% dividend yield). 

Management are guiding that dividend will be unchanged in the current financial year. Albeit a weak Q4 result, FY 2019 adjusted 

earnings per share increased by 6% YoY to 26.3p which would imply that dividend was 1.8x covered. 

 

Management, led by new CEO Philip Jansen, have guided for a 2% drop in revenue in FY 2020, EBITDA of c.£7.25bn (-2%), cap-ex 

of £3.8bn (-5% YoY) and free cash flow of c.£2bn 

 

Operationally, mobile and fixed churn rate continues to trend down (positive) with average revenue per customer also trending down 

(negative) modestly as competition within the retail channel and increased mix of sim only within mobile impact. Openreach 

continues to progress with its improved broadband offering, now adding 20,000 premises a week to fibre network. Management now 

target 3-4m with fibre broadband by 2021 and 15m by 2025. EE will launch 5G imminently and is on track to go live in 16 cities this 

year.  

 

Group net debt increased by 15% to £11bn as free cash flow was used to pay down some of the groups pension deficit.  

 

Philip Jansen, Chief Executive, commenting on the results, said “BT delivered solid results for the year, in line with our guidance, with 

adjusted profit growth in Consumer and Global Services offset by declines in Enterprise and Openreach.  

 

“Since joining the company three months ago, it has become clear to me just how fundamental BT’s role is in connecting our society. 

While we are really well positioned in a very challenging and competitive UK market, we have a lot of work to do to ensure we remain 

successful and deliver long term sustainable value to our shareholders. We need to invest to improve our customer propositions and 

competitiveness. We need to invest to stay ahead in our fixed, mobile and core networks, and we need to invest to overhaul our 

business to ensure that we are using the latest systems and technology to improve our efficiency and become more agile. 

 

Comment 

We view this result as mixed with guidance around cap-ex, cash flow and EBITDA in line with expectations but with competition 

weighing on ARPU and increased investment likely to continue to add risk to the dividend in the medium term although management 

have committed to paying the 7% yield for the next year as well as paying its 5% yield in Q3 this year for 2019 financial results.  

 

While the valuations of BT Group look attractive (8.5x earnings and 4.7x EV/EBITDA), the Openreach pension deficit is a headwind 

to managements cash flow and asset sale strategy hence restricting ability to create value.  

 

We look for further colour on the conference call as to what direction management will take but it seems to be that the new CEO is 

looking for an additional few months to weigh up his strategy before making drastic changes. A modest dividend cut would have been 

positive in our mind as it would have removed this overhang. Catalysts over the coming months would be sale of the international 

business and/or Openreach because we see significant value on a sum of the parts basis.  

 

With BT Group trading at bottom of its trading range and a 5% yield due in September, we would continue to Hold BT Group shares 

and would consider a trade up in the name as the stock approaches £2.10. We would not recommend it as a “long term Buy” yet until 

we get more clarity on management’s strategy.  

 

Our fair value for BT Group is currently £2.50 and would likely review our target price and recommendation if management either cut 

the dividend, sell their international division and/or meet their guidance of a return to EBITDA profit growth.  

 

 

Darren McKinley, CFA | Senior Equity Analyst 



 

 

C AN T O R  F I TZ G E R AL D  I R E L AN D  L T D 

Daily Note Thursday, 9th May 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 

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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Regulatory Information 
Issuer Descriptions: (Source: Bloomberg) 

PTSB: Permanent TSB Group Holdings Plc provides personal financial services in the Irish market with strong market positions in life and pensions, 

fund management and retail banking  

IFG Group: IFG is a focused financial services company. The Company offers full platform services, pension administration and independent financial 

advice.  

BT Group: BT provides telecommunications services  

 

Historical Recommendation:  

PTSB: We have changed our outlook on PTSB to “Market Perform” from “Outperform” on the 26th of July 2017  

IFG Group: We recommend accepting the IFG takeover offer  
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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 
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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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