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Morning Round Up

Tullow Oil looks to have upside post the correction

Tullow QOil has traded back to sub £2.05 this morning, having peaked around
£2.50 in September due to the Saudi production outage. We used that
strength to reduce our recommendation. The correction we have seen now
implies that there is ¢.15% upside to our fair value currently which is also
under review dependent on the outcome of ongoing drilling in Guyana. To
date, Guyana drilling has been positive. Q3 sales results is on the 13"
November which could be a catalyst. An interim trade deal between US/China
would likely see crude rally. We think below £2.05, the risk return is better for
a trade up in Tullow into results. The CEO of Eco Atlantic, which has a stake
in Tullow’s Guyana project, has been buying shares in that company which
we think implies optimism on the Guyana oil field both Eco Atlantic and Tullow
are involved in together.

Hugo Boss lowers outlook on HK protests

Hugo Boss cut its FY outlook from ¢.5-6% sales growth to 1-3% sales growth
and now expects a modest decline in profits having previously expected
profits to increase YoY. Management comment that the protests in HK have
had a substantial impact as well as a deterioration in the North American
market environment. While the downgrade is disappointing, we are of the
view that the 18% fall in BOSS share price over the last year, prior to today’s
move, adequately priced in the softening earnings trends. Hugo Boss balance
sheet sits with net cash and its shares offer a 7% dividend yield. The sell off
looks over done.

NI only backstop possibly back in play. Irish stocks gain on optimism
Sterling strengthened by 1.6% over the last 24 hours on optimism that a
Brexit Deal can be reached. Leo has kept the details light until Stephen
Barclay meets the EU chief Brexit negotiator Barnier later today. Some
speculation is a reversion to a NI only backstop (customs border down the
Irish sea) with a double majority required in NI Assembly to leave the
backstop and join the UK customs union. By doing so, the DUP get their way
with a sort of time limit on the backstop but requiring double majority (strong)
support to exit the backstop. Given that most people in Northern Ireland voted
to remain in the EU, the desire to leave the backstop would be very unlikely
unless Northern Irelands economy felt significant long term pain — a risk that
an all Island economy, access to the UK market and ongoing support from the
EU would be mitigated by. Hence the NI only backstop maybe back in play
greatly reducing the risk of a no-deal crash out and positive for Irish Inc.
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Key Upcoming Events

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

Market View

European shares have opened strongly this
morning after positive tones on both the trade and
Brexit fronts. Donald Trump said the talks with the
Chinese delegation went “really well” and will
continue on later today. Adding further to this was
the positive comments from both Leo Varadkar
and Boris Johnson who see a “pathway” to a Brexit
deal. Both cyclical equities and lIrish equities
specifically are rallying on the news this morning.
Energy (aided by the stronger oil price), Financials,
Materials and Industrials are the outperforming
sectors. Of the Irish names, AIB, Dalata Hotel
Group, Glenveagh and Irish Continental Group
have all risen by over 5% this morning.

Market Moves

Value Change % Change % (;t}a[;lge
Dow Jones 26497 150.66 0.57% 13.59%
S&P 2938 18.73 0.64% 17.20%
Nasdag 7951 47,04 0.60% 19.83%
Nikkei 21799 246.89 1.15% 8.91%
Hang Seng 26308 600.51 2.34% 1.79%
Brent Oil 60.59 1.49 2.52% 12.62%
WTI Oil 54.53 0.98 1.83% 20.08%
Gold 1499 4.75 0.32% 16.86%
€/$ 1.1009 0.00 0.04% -3.99%
€L 0.8823 0.00 -0.26% -1.85%
£/$ 1.2478 0.00 0.28% -2.16%

Yield Change
German 10 Year -0.484 -0.02
UK 10 Year 0.609 0.02
US 10 Year 1.6578 -0.01
Irish 10 Year 0.013 -0.07
Spain 10 Year 0.202 -0.03
Italy 10 Year 0.94 -0.0160

Source: Bloomberg, CF Research October 2019
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SAP - Pre announced Q3 results sees the stock open higher Closing price €1.05

News

SAP pre-announced Q3 results yesterday afternoon. Q3 delivered a strong set or results as well as a change at the helm with CEO
Bill McDermott stepping down. SAP delivered 13% revenue growth in Q3, with revenues reaching €6.81bn. Within revenue, Cloud
revenue delivered 37% growth as the business pivots towards cloud applications. The Software Licencing and Support generated 4%
growth. Non-IFRS operating margin saw strong expansion to 30.6% from 28.9%, seeing operating profit grow to $2.09bn.

Some of the business highlights in Q3 included new cloud bookings posting strong growth on a deal with a major partner in the
segment delivering 17% of a total 38% growth. The deal has a 3 year term. The cloud business also saw strong margin expansion
with gross margin of 64.5%, up 5.9%. SAP’s enterprise resource planning (ERP) database product, SI/4HANA added 500 customers
in the quarter growing to more than 12,000 customers. Licencing revenues fell yoy by 1% as the business pivots towards cloud
based applications, while the share of predictable revenue grew by 2% to 69% again reflecting the changes in management’s
strategy.

Looking at guidance management reiterated targets for FY19, FY20 and FY2023. FY19 include target growth in cloud revenue
between 33%-39%, total revenue up 8.5%-10% and operating profit up 9.5%-12.5%. Longer term goals included tripling cloud
revenues, pushing gross margin to 75% and grow operating margin by 1% a year.

The release also included confirmation that CEO Bill McDermott will step down as CEO with two SAP veterans taking the reins as co-
CEOs. Mr McDermott will remain in the business until yearend in an advisory capacity. The two new CEOs have strong experience
across the business. Jennifer Morgan, who joined the business in 2004, most recently served as President of the Cloud Business
Group and Christian Klein joined the business as a student, most recently serving as the group’s chief operating officer.

Comment

Yesterday evening’s news saw the company open up 8% this morning after a weak spell of share price performance following softer
numbers in Q2. The return to strong growth figures, reemphasis of both short and longer-term guidance and the execution of a
smooth leadership transition all see SAP well placed to continue to lead the European technology space. SAP offers shareholders a
strong combination of robust top line growth and continuing improving profitability driving earnings growth all on the back of strong
structural tailwind of cloud based applications. We believe managements ambitious longer term guidance is deliverable and that
current valuations do not full reflect the growth prospects of the business. Valuations are currently running at 21x forward earnings,
which is marginally ahead of its 5 year average, but well behind some of its US peers. We retain an outperform rating on SAP and
advise clients to add to positions, as we expect the stock to deliver value over a longer investment horizon. For client’'s with a shorter
investment horizon we would advise opening positions at €110.

Pierce Byrne, CFA | Investment 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)
SAP: SAP is a software corporation that makes enterprise software

Historical Recommendation:
SAP: SAP is a member of our core portfolio and we have an Outperform rating on the stock since 20/07/2017

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 i 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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