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Morning Round Up

Leaked Brexit non papers a non starter

RTE news reported on one of the proposed UK “non paper” solutions to the
Irish border, which included installing a series of customs posts either side of
the border in addition to monitoring real time GPS data from mobile phones
and tracking devices. Sources close to the Prime Minister are indicating that
Mr Johnson will lay out his proposed solution to the backstop as part of his
closing speech at the Conservative Party Conference. This should give
markets a clearer view on whether a deal can be achieved ahead of the
summit on the 17th of October. The pound has remained optimistic since the
opposition parties organised to limit Johnson’s no deal strategy despite all the
political volatility. The pound would likely strengthen in the event of a
workable deal emerging later in the week. If Mr Johnson’s deal isn't viable
and is dismissed by EU leaders, focus will turn to the Benn Act and whether
the PM can force a no deal as he has continuously pledged. The most
probable outcome remains an Article 50 extension and a general election in
November. The result of which will determine the future course of Brexit.

WeWork potentially has a liquidity issue

WeWork has formally pulled its IPO resulting in the departure of its CEO/
founder Adam Neuman. The failure to deliver on an IPO has left the group
scrambling for cash and could see the company run out of money by Spring
2020. WeWork leases office blocks and fits them out for clients to rent flexible
office spaces. As of 2018, We Work manages 46.6m sq ft of office space.
Softbank has invested $10.7bn in WeWork and owns 29% of the group —
having invested in it recently at a valuation of $47bn. WeWork lost $300m in
H1 and recorded a loss of $1.6bn last year. WeWork has never made a profit
despite raising $12bn in capital since being formed. Some analysts put a
valuation on WeWork of as low as $12bn implying a collapse in valuation that
some investors bought in at. Judging by the fact that its bonds trade currently
with an 11.6% yield, $12bn equity valuation could be generous.

Providence Resources ends APEC exclusivity

Providence Resource shareholders are out of luck. In September alone,
shareholders witnessed an interim loss of €5.3m which was significantly
related to an impairment of €2.9m at its Newgrange license. Then the
Chinese consortium (APEC) said that the $9m stage one payment was being
transferred between banks but the payment never arrived despite Providence
continually extending the timeline for payment. Due to liquidity issues,
Providence has raised $3.8m in new capital to fund the restructuring of the
company and working capital through 2021. Operating costs will decline by
65% post restructuring with effectively no operating personal left at the
company level. APEC farm-out exclusivity has now concluded without
payment. Providence management are now left back were they started —
trying to flog the oil rich Barryroe to outside investors. Recent Irish
governments plans to phase out oil production doesn’t help.

Merian Global Equity Absolute Return
With both global equities and bonds having such a strong run so far this year,
alternative strategies such as the Merian Global Equity Absolute Return fund
are attractive in order to diversify return drives of a portfolio. However, despite
its attractive longer term track record and that it delivered positive return in
the extreme sell offs seen in December 18 and May of this year (2.18% &
0.69% v MSCI World -8.48% & -5.23%) its relatively high negative returns in
more recent months make the strategy too costly to hold and we believe there
are better alternatives in the asset class. The fund has gone through a
prolonged period of not meeting its objective and therefore we recommend
selling the Merian Global Equity Absolute Return fund. The fund has
continuously failed to meet its objective of an absolute return over rolling 12-
month periods. It has failed to meet this objective for the last 13 months in a
row. Another cause for concern is the large redemptions the fund has seen.
This year alone investors
Source: Bloomberg, CF Research October 2019

Key Upcoming Events

17/10/2019 ECB Leaders Summit
31/10/2019 Brexit Day

Market View

European equity markets have followed US
markets higher this morning. This solid open is
again driven by the cyclical sectors with
Information Technology, Consumer Discretionary
and Industrials rising by over 0.5%. The pound
remains relatively unchanged (EURGBP £0.885)
despite the backlash against Boris Johnson’s
reported proposals to replace the lIrish
backstop. Yields have continued to push higher
with the US ten year yield and German ten yield
back at 1.72% and -53.4bps respectively. On the
data front European core inflation and the US ISM
Manufacturing will be important later today.

Market Moves

Value Change % Change % %ﬁ;‘ge
Dow Jones 26917 96.58 0.36% 15.39%
S&P 2977 14.95 0.50% 18.74%
Nasdag 7999 59.71 0.75% 20.56%
Nikkei 21885 129.40 0.59% 9.35%
Hang Seng 26092 137.46 0.53% 0.95%
Brent Oil 59.7 0.52 0.88% 11.10%
WTI Oil 54.57 0.50 0.92% 20.17%
Gold 1460 -12.58 -0.85% 13.83%
€/$ 1.0888 -0.0011 -0.10% -5.05%
€L 0.8861 -0.0007 -0.08% -1.43%
£/$ 1.2288 -0.0001 -0.01% -3.65%
Yield Change
German 10 Year -0.529 0.042
UK 10 Year 0.546 0.052
US 10 Year 1.729 0.062
Irish 10 Year 0.014 0.043
Spain 10 Year 0.19 0.043
Italy 10 Year 0.865 0.043

Source: Bloomberg, CF Research October 2019
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Origin Enterprises - Reports solid FY 2019 result Closing price €5.12

News

Origin Enterprises released preliminary FY 2019 financial results last week which beat our expectations driven by a better than
expected outcome in the UK and Latin America. Origin reported an 10.5% increase in group revenue to €1.8bn and a 15.6% increase
in operating profit to €82.3m. Including associates and JV’s, group operating profit increased by 13.5% to €89m. Underlying volumes
grew by 4% and group operating margin increased by 20bps as higher ASP’s offset higher commodity prices. Origin finished the
period with net debt to EBITDA of 0.9x.

Origin’s UK & Ireland division reported 6.8% volume growth leading to 11.7% revenue growth. Operating profit grew by 9.5% and
8.6% at underlying level. Digital agricultural services is gaining further traction and helping to deliver strong returns. Continental
Europe disappointed due to challenges in Ukraine despite decent performances in Poland, Romania and Belgium. Latin America
integration is on track and going to plan — delivering €8.1m in operating profit in 2019. Group operating cashflow increased by 16%
and group net debt closed the period at €75.6m.

Comment

Strong performance from Origin which beat expectations. Guidance is slightly more cautious as cycling tough comps in 2019.
Continued integration of LatAm will delivery string returns for clients over medium term. We continue to like Origin Enterprises from a
valuation, dividend and growth perspective.

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
. 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)
Origin Enterprises: Origin Enterprises is a focused Agri-Services Group with strategic investments in consumer foods and marine proteins and oils.

Historical Recommendation:
Origin Enterprises: We have an Outperform rating on Origin since the 23/11/2018

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 will be, directly or indirectly,
related to the specific recommendations or views expressed by that research analyst in the research note.

email : ireland@cantor.com web : www.cantorfitzgerald.ie

CALB/,WR ; g 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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