Weekly Trader

Upcoming Market Opportunities and Events

Monday, 02" December 2019

Key Themes This Week

The Week Ahead

Equities continued to grind higher last week as macro data, although mixed,
has not got considerably worse than that reported in Q3 2019. Housing data
in the US has improved with house price gains and activity likely benefiting
from improved consumer sentiment post three rate cuts. US Q3 GDP growth
rate was revised higher to 2.1%, driven predominantly by an inventory build.
Manufacturing data out of China this morning reported a fourth month of
expansion and a component of the same data pointed toward the first month
on month increase in new export orders on a year and a half. Investors have
been bidding up risk assets pricing in a trade deal and now reacting to better
than expected data from China over night.

Investor concerns include recent softness in service sector data, as
manufacturing weakness possibly feeds through, faltering CEO confidence in
the outlook, soft sales guidance from Deere and earnings growth expectations
for 2020 looking unrealistic relative to existing trends and the uncertain
outlook. Sell side consensus expects 10-12% earnings growth in 2020 despite
earnings on course to decline in 2019. The outlook is very dependent on
global trade which currently hinges on US/China trade deal but could quickly
catapult toward a US/European trade conflict. Last weeks passing by the US
Senate and sign off by Trump of a Bill supporting HK protestors looks likely to
extend trade negotiations into 2020. The longer it is extended, the more likely
it is that growth will falter.

Last week saw CRH report their Q3 trading update which although strong,
didn’t result in any significant upgrade to consensus. Their full year guidance
would imply that earnings momentum may have peaked in Q3 2019
particularly given the global macro concerns. We discuss our “reduce”
rationale in this weeks weekly trader. Irish Continental group reported a
significant improvement in momentum within their latest trading update with
the company subsequently buying back c.€6m of its shares. UDG healthcare
reported FY 2019 results last week which met expectations albeit with a
number of adjustments. Greencore results beat expectations but sales
momentum did soften in the second half of the year. Please see client
distributed daily notes for further detail on results.

Post a shortened week in the US due to the Thanksgiving holiday season, we
will be monitoring any retail sales data that comes out to consider the US
consumers view on the outlook. Recent retail sales have reported robust
growth in electrical appliances and discount channel sales with Apparel softer
than expected.

In the week ahead we will monitor results from Costco, DS Smith and Kroger

and review key economic data including payrolls on Friday, factory orders on
Thursday, global ISM data on Wednesday and US ISM data later today.

This week we cover BT Group, Siemens Gamesa, Vinci and CRH
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CFIl Research Team

BT Group (BT/A LN) - Buy
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BT Group has four main divisions — Consumer division(BT fixed
line/Broadband, BT TV, BT Sport, EE) (£10.5bn revenue),
Enterprise division( fixed line, broadband and mobile to UK
businesses)(£6.7bn revenue), Global services (£5bn revenue) and
Openreach (UK telecom infrastructure)(£5.3bn revenue)

BT Group shares have been under pressure due to a number of
issues which include the pension deficit, impairments within the
Italian division, paying up for higher premier league rights and
significant investment for fibre broadband and 5G. As a result BT
Group shares have declined by ¢.65% since 2016 and currently
trade on multi-year low valuations

We think many of these issues are no longer a headwind for BT
Group, and the lowering of dividend pay-out to fund the fibre to
node cap-ex will likely firmly be peak “negative sentiment”. We think
management may cut the dividend in the short term but that is very
much in the price at current levels

Cutting the dividend DOES NOT imply that there will be no
dividend. We think that they will likely still trade with a 5-6%
dividend yield after the cut, given the yield is currently 9%. Buying
BT Group on 7x earnings, 3.7x EV/EBITDA and with a 5-6% vyield
should reward investors over the next 2-3 years handsomely

Other catalysts include spinning off Openreach, the sale of the
Global services division and revenue growth within the consumer
division as 5G is rolled out. Medium term growth will be driven by
increased data demand as we move toward “smart homes”

A dividend cut will likely see hedge funds cover short positions and
stock move up by 10% quite quickly post announcement. We see
fair value in 12 months to be closer to £2.25 and that longer term,
BT should trade back up toward £2.75

Siemens Gamesa (SGRE SM) - Buy
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Siemens Gamesa has 15% market share of wind turbine products
globally and is the market leader in offshore wind turbines.

The offshore wind market is expected to grow 15 fold over 10 years.

Siemens Gamesa recently reported FY 2019 financial results which
met expectations, delivering 12% revenue growth to €10.2bn and a
7.1% EBIT margin. Its order book continued to break records with
€25.6bn order book as of Q4 2019 and a record onshore order
intake in the most recent quarter. Newly appointed CFO tapered the
outlook, which we think is a strategy of under promising and over
delivering. FY 2020 guidance is for €10.2-€10.6bn in revenue and an
EBIT margin between 5.5% and 7%, hence looks conservative.
Medium term, management target an EBIT margin of 8-10%
benefiting from productivity gains, synergies and the bolt on of high
margin (25% EBIT) services (Senvion) division.

Siemens Gamesa has a strong balance sheet, with €863m in net
cash and that is post an outlay of €200m for Senvion and €500m of
cap-ex.

Management have initiated a productivity program known as the
L3AD2020 transformation program which has delivered over €1.4bn
in productivity and synergy gains to date and targets €2bn through
FY 2018 and FY 2020.

Management are doing a roadshow in Europe at present, and it is
notable that their shares have been quickly rebounding and now
back above key €14 support level. We view the recent correction as
an opportunity to accumulate as we appetite for renewable energy
investments could see Siemens Gamesa trade up to €18 over the
next 12 months.
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Vinci (DG FP) - Buy Closing Price: €98.98
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Vinci remains our preferred name in the infrastructure space. ltis a

leader in both construction and concession.

As a listed infrastructure company it offers relative certainty of cash

flow generation and ability to grow with underling economic trends.

The lower for longer interest rate environment supports Vinci, which

possesses a stable growing yield. As an infrastructure company it

also hold high levels of debt benefitting repayments.

. Currently pays 3% dividend yield.

o It dividend has shown impressive growth increasing by
17.3% p.a over the last three years.

While it has already has had a strong start to the year (+41% YTD)

we see further upside.

Despite the rerating already this year, the valuation is yet to

become stretched with a 12m forward P/E of 15.5x. This is line with

its 5 year average and its peers.

Vinci has shown solid revenue growth, is expected to grow

earnings at high single digits over the medium term and offers

strong cash flow generation with 7% free cash flow yield.

The concessions portions of the business remain in a healthy

position.

. Airports traffic volumes continue to be strong with the
exception of Gatwick which is lighter due to traffic

. Toll roads traffic numbers are slightly softer in France

. Vinci Energies and Eurovia will continue to see revenue
growth.

Vinci offers investor a strong defensive characteristics, that should
outperform in the current macro environment.

Closing Price: €34.73

On reflection of CRH'’s results last week, management’s portfolio
optimisation strategy is paying dividends as the fundamentals of the
business continue to benefit from margin expansion.

. As management divest its lower margin businesses, its
300bps margin improvement is more achievable.
. Management retain a positive outlook into FY20 despite

peers reporting more challenging environments.
Considering the cautious outlook across the construction sector
globally and the current valuation levels, we retain a cautious
outlook for the company
The implications of falling capex spend and more cautious economic
outlook will continue to weigh on the construction sector.
Despite high expectations of infrastructure spending in both the US
and Europe, any meaningful commitment from governments has yet
to materialise.
CRH reached record highs at the end of November, as its share
price hit €35.15
At 15x forward earnings, broadly in line with its 5Y average,
valuation multiples are back to levels not seen since early 2018,
which had a much more positive global growth outlook.
Enterprise Value to forward EBITDA paints a similar picture. At 9x it
is inline with its 5Y average and back to levels from early 2018.
Consensus price target for CRH is €36.02, which is only offering 4%
upside to current levels.
We remain positive on the fundamentals of CRH, recognising the
gains made on the back of management’s strategy. However, at
current levels we remain cautious as valuations are high and we
believe downside risks outweigh further upside.
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Cantor Core Portfolio - In Detail

Cantor Core Portfolio Date: 20/11/2019 %?, neclet
Portfolio 21.6% Consumer Discretionary 6% 9% 54% 37%
Benchmark 28.1% Consumer Staples 9% 11% I] GBP 9% 15%
Relative Performance -6.5% Energy 8% 6% ‘ usb 37% 40%
P/E Ratio 17.63x Financials 8% 17% E. Other 0% 8%
Dividend Yield 3.1% Health Care 15% 14% ]

ESMA Rating 6 Industrials 12% 12% i

Beta 0.95 Information Technology 1% 11% l

Communication Senices 7% 7% i GBP 5.45%
Utilities 9% 4% ! usbD 4.09%
Materials 1% 6% |
Real Estate 4% 2% ]

Benchmark Weighted Average Contribution

N e B e e I T
STOXX Europe 600 Neutral 60% 25.1% 0.9% 15.0%

S&P 500 usD 21 Neutral 40% 27.6% 1.3% 3141 13.1%

Total 100% 28.11%
Core Portfolio Weighted Average Contribution
N e e T I e

Alphabet Inc* 0.0% H Communication Senices 2% 24.8% 0.3% 1304 0.8%

Verizon Communications Inc usD 0.0% H Communication Senvices 5% 1.7% 1.1% 60.2 0.9%

Ryanair Holdings Plc* EUR 0.4% H Consumer Discretionary 2% 29.1% 1.3% 13.88 0.5%

Dalata Hotel Group Plc* EUR 1.9% H Consumer Discretionary 2% 16.6% -3.0% 5.42 1.0%

Amazon.Com Inc* usD 0.0% H Consumer Discretionary 2% 19.9% 3.8% 1801 1.0%

Glanbia Plc* EUR 2.4% H Consumer Staples 4% -34.4% -1.3% 10.56 -1.3% E‘

Walgreens Boots Alliance Inc usD 3.1% S Consumer Staples 0% -10.1% -1.7% 59.6 -1.0% ['

Coca Cola Co usD 3.0% S Consumer Staples 0% 16.4% 1.6% 53.4 0.8%

Danone EUR 2.8% H Consumer Staples 5% 24.8% 0.6% 74.72 0.6%

Royal Dutch Shell Plc GBp 6.6% H Energy 5% -0.5% -3.5% 21.90 0.2%

Total Sa EUR 5.6% H Energy 3% 7.3% -3.0% 47.64 -0.1%

Lloyds Banking Group Plc* GBp 5.5% S Financials 0% 24.7% 2.3% 0.61 0.8%

Allianz Se EUR 4.4% H Financials 4% 29.7% -0.5% 217.35 1.2%

AIB Group Plc EUR 5.6% H Financials 4% -15.7% 6.6% 297 -0.6% [‘

Sanofi EUR 3.7% H Health Care 5% 16.4% 0.6% 84.51 0.6%

Unitedhealth Group Inc usD 1.5% H Health Care 5% 13.8% 1.2% 279.87 0.9%

Pfizer Inc usD 3.7% H Health Care 5% -8.5% 2.1% 38.52 -0.2% I]

Vinci Sa* EUR 2.9% H Industrials 4% 41.5% -0.7% 98.98 1.7%

Kingspan Group Plc* EUR 1.0% S Industrials 0% 32.2% 0.3% 48.92 0.9%

DCC Plc GBp 2.2% H Industrials 4% 12.8% 1.8% 66.08 0.8%

Fedex Corp usbD 1.6% H Industrials 4% 0.4% 5.2% 1.60 -0.3% |]

Caterpillar Inc* uUsD 2.6% S Industrials 0% 17.1% 1.0% 144.73 0.2%

SAP Se* EUR 1.3% H Information Technology 4% 43.9% 0.6% 123.48 1.7%

Paypal Holdings Inc usD 0.0% H Information Technology 4% 28.4% 5.3% 108.01 1.3%

Microsoft Corp* uUsD 1.3% H Information Technology 3% 51.3% 1.3% 151.38 2.3%

Smurfit Kappa Group Plc* EUR 3.2% H Materials 3% 43.8% 1.1% 32.2 1.9%

CRH Plc* EUR 2.2% H Materials 3% 54.2% 2.8% 34.73 2.0%

Rio Tinto Plc GBp 8.2% S Materials 0% 26.4% 0.4% 42.02 1.0%

Newmont Goldcorp Corp* usD 1.5% H Materials 5% 15.0% 0.5% 38.40 1.2%

Kennedy Wilson Holdings Inc uUsb 3.8% H Real Estate 4% 28.2% 1.3% 22.61 0.3%

Engie EUR 5.4% H Utilities 5% 21.4% 2.3% 14.36 0.1%

Greencoat Renewables Plc EUR 5.3% H Utilities 4% 18.8% 0.9% 1.16 0.3%

JPMorgan Emerging Markets Trust GBp 1.1% S Emerging Markets 0% 19.9% 1.6% 10.10 0.2%

Total 100% 21.62%

All data taken from Bloomberg up until 29/11/2019.

*Red Denotes Deletions
*Green Denotes Additions

Warning : Past performance is not a reliable guide to future performance

Warning : The value of your investment may go down as well as up. *Yields are based on the mean of analyst forcast
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From the News - Monday’s Headlines

e Global China to Sanction U.S. Rights Groups Over Hong Kong Legislation

e US Trump Declines to Participate in House Impeachment Hearing

e Europe Merkel's Party Plays Hardball With Coalition Future in Doubt

e UK Pound Traders See Increasing Election Risks After Latest Polls

e lIreland Ireland Scores an S&P Upgrade Even in Face of Brexit Risks
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This Weeks Market Events

Corporate Corporate Corporate Corporate Corporate
n/a salesforce.com Costco DS Smith n/a
Ferguson Campbell Soup Kroger
IG Group
Economic Economic Economic Economic Economic
CN NBS Manuf PMI KR Q3 Final GDP CN Caixin Service EA Q3 GDP (3rd JP Household
(Sat) EA PPI PMI est.) Spending
CN Caixin Manuf PMI GB Construction PMI FR/DE/EA Service EA Retail Sales DE Industrial
FR/DE/EA Manuf PMI PMI EA Employment Production
US ISM Manuf PMI US ISM Non-Manuf Change IT Retail Sales
PMI US Trade Data US Jobs Day - NFP
US ADP Employment US Factory Orders
Change

Upcoming Events

09/12/2019 n/a 09/12/2019 JP Q3 GDP Final, DE Trade Data

10/12/2019 Ashtead Group 10/12/2019 CN Inflation Data, GB Trade Data, FR Industrial Prod,
11/12/2019 British American Tobacco, Inditex DE/EA Zew Economic Sentiment

12/12/2019 Ocado, Adobe, TUI 11/12/2019 CN Vehicle Sales, US Core Inflation, US FOMC
13/12/2019 Balfour Beatty 12/12/2019 DE/FR Inflation Data, EA Industrial Production, EA

ECB, GB Election Day, US Core PPI

13/12/2019 JP Tankan Large Manuf Index, CN FDI, DE/FR/EA
Flash PMI, US Retail Sales

All data sourced from Bloomberg
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Cantor Publications & Resources

Daily Note

Each day we produce a market commentary outlining critical economic and company developments. We
leverage off our global network of analysts and investment professionals to provide clients with critical
insights from our local teams first thing in the morning.

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)

AIB Group: AIB Group plc attracts deposits and offers commercial banking services.

Allianz: Allianz through its subsidiaries, provides insurance and financial services.

Alphabet: Alphabet provides web-based search, advertisement, maps, software applications, mobile operating systems, consumer content and other
software services.

Amazon: Amazon is an online retailer that offers a wide range of products.

Caterpillar Inc.: Caterpillar designs, manufactures, and markets construction, mining, and forestry machinery.

CRH: CRH is a global building materials group.

Dalata Hotel Group: Dalata Hotel Group owns and operates as a chain of hotels.

Danone: Danone operates as a food processing company.

DCC: DCC is a sales, marketing, distribution and business support services company.

Glanbia: Glanbia plc is an international dairy, consumer foods, and nutritional products company. The Company conducts operations primarily in Ire-
land, the United Kingdom, and the United States

Kingspan: Kingspan is a global market player in high performance insulation and building envelope technologies.

Microsoft: Microsoft Corporation develops, manufactures, licenses, sells, and supports software products.

PayPal: PayPal operates a technology platform that enables digital and mobile payments on behalf of customers and merchants

Pfizer: Pfizer Inc. operates as a pharmaceutical company. The Company offers medicines, vaccines, medical devices, and consumer healthcare prod-
ucts for oncology, inflammation, cardiovascular, and other therapeutic areas

Rio Tinto plc: Rio Tinto is an international mining company.

Royal Dutch Shell: Royal Dutch Shell explores, produces, and refines petroleum

Ryanair: Ryanair Holdings plc provides low fare passenger airline services to destinations in Europe.

SAP: SAP is a software corporation that makes enterprise software

Smurfit Kappa: Smurfit Kappa manufactures paper packaging products

UnitedHealth Group: UnitedHealth owns and manages organized health systems in the United States and internationally

Verizon: Verizon Communications Inc. is an integrated telecommunications company that provides wire line voice and data services, wireless ser-
vices, internet services, and published directory information.

VINCI SA: VINCI is a global player in concessions and construction with expertise in building, civil, hydraulic, and electrical engineering

Total: TOTAL S.A. explores for, produces, refines, transports, and markets oil and natural gas. The Company also operates a chemical division which
produces polypropylene, polyethylene, polystyrene, rubber, paint, ink, adhesives, and resins.

Newmont Goldcorp: Newmont acquires, explores, and develops mineral properties.

Greencoat Renewables: Greencoat operates as an investment company. The Company invests in wind and renewable electricity generation assets.
Sanofi: Sanofi operates as a pharmaceutical company. The Company manufactures prescription pharmaceuticals and vaccines. Sanofi also develops
cardiovascular, thrombosis, metabolic disorder, central nervous system, and oncology medicines and drugs.

Engie: Engie is a global energy and services utility company

FedEx: FedEx delivers packages and freight to multiple countries and territories through an integrated global network

Kennedy Wilson: Kennedy-Wilson Holdings, Inc. operates as a global real estate investment company

BT Group: BT Group provides telecommunications services.

Siemens Gamesa Renewable Energy: Siemens Gamesa Renewable Energy designs and manufactures renewable energy equipment.

None of the above recommendations have been disclosed to the relevant issuer prior to dissemination of this Research.

CRH: We have added CRH to our core portfolio on the 01/01/16, with a recommendation of Outperform

BT Group: This stock was moved to Outperform on 16/09/2019

Vinci: Vinci Sa is a member of our core portfolio and we have an Outperform rating on the stock since 25/08/2017

Siemens Gamesa Renewable Energy: Siemens Gamesa Renewable Energy was initiated with an outperform rating on the 02/12/2019

W Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633.

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

All regulatory disclosures pertaining to valuation methodologies and historical records of the above recommendations can be found on the Cantor
Fitzgerald Ireland website here:

http://www.cantorfitzgerald.ie/research_disclosures.php

Cantor Fitzgerald Ireland Limited (“Cantor Ireland”) 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.

This communication has been prepared by and is the sole responsibility of Cantor Fitzgerald Ireland Limited of 75 St Stephens Green, Dublin 2, which
is an authorised person for the purposes of the European Communities (Markets in Financial Instruments) Regulations 2007 (as amended) in Ireland
or the Financial Services and Markets Act 2000 in the United Kingdom.

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.

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.

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 subject to
change without notice. Changes to assumptions may have a material impact on any recommendations made herein.

Unless specifically indicated to the contrary this 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 effect 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 recommendations con-
tained in this note has not been compromised. Nonetheless Cantor Ireland is satisfied that the impartiality of research, views and recommendations
remains assured.

Our conflicts of interest management policy is available at the following link;

https://cantorfitzgerald.ie/client-services/mifid/
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