Weekly Trader

Upcoming Market Opportunities and Events

Monday, 16" March 2020

Key Themes This Week

The Week Ahead

BOE 50 bps rate cut and fiscal stimulus

PBOC cut interest rates and reserve ratio requirement

Fed injects $1.5tn liquidity with more likely

ECB disappoint - running out of ammunition

ECB calls for EU fiscal spend

Countries close borders and suspend sport and schools

As many Covid-19 cases outside of China as there are in China

Probability of recession over 50%

Biggest drop on record on Thursday, followed by a surge on Friday

Trump to fill up oil reserve

Key level on S&P is 2480-2560

MIM went from ¢.70% to ¢.77% in equities

So long as ¢.2,500 holds on the S&P 500, we retain the view that investors
expect Europe/US equity markets to follow similar course as Chinese and
rally hard after the sell off. Expectations are that developed economies will not
be dissimilar to China and gradually return to full output through June/July
and that second half recovery will be strong. We see a V shaped recession as
our base case, we are happy to move neutral to overweight risk given the
stimulus being thrown at it (over $1.5tn in US, £30bn fiscal spend by UK,
BOE/FED rate cuts etc) and recommend investors who can have appetite for
risk to consider large liquid names which can be sold into strength.

In this trader we review US Big Tech (Structural growth), Hibernia REIT, Irish
Industrials and Newmont (Gold). Having been cautious on Irish Equities for
six months with reduce ratings on CRH, Kingspan, Ryanair, Kerry Group and

UDG Healthcare among others - value is starting to emerge. We reduced
Irish Equities to underweight in the Core in January.
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Opportunities this week

CF| Research Team

US Big Tech/Cloud Service (MSFT/AMZN/GOOGL)

Microsoft:

e 1.1tn market cap, corrected by 24% from recent high and now trades

on c.25x 2020 earnings. Q2 results in January recorded 14% revenue
growth and 35% growth in operating income

® Management adjusted guidance for Covid-19 due to supply chain

issues within PC division— ¢.5% earnings downgrade. Azure grew revenue
by 62% in Q2, LinkedIn by 24% and cloud services by 16%. Consensus
guides for 10% revenue CAGR and 15% EPS CAGR through 2025
Amazon:

® Corrected by 18% from its high, which can be rare for growth stocks

® (Global online retail leader with online retail sales still less than 15% of

total retail sales. Amazon reported 2019 net sales growth of 20% to
$280bn and 25% growth in operating cash flow

® AWS (cloud services) and Amazon Prime key drivers of future growth
Technical support on the chart around $1700-$1750. Recent low of $1660
is a good stop loss

Alphabet:

® Google's parent has corrected by ¢.19% off its high and trades now on
¢.22x forward earnings. $1200 is a big level on the chart which could be
considered a stop loss

® |nvestments extend across computer science, artificial intelligence,
ambient computing and cloud computing which provide a strong base for
continued growth and new opportunities across Alphabet Youtube and
Cloud now generate $15bn and $10bn in sales - key growth streams

® Alphabet delivered 20% revenue growth in 2020 and ¢.12% growth in
earnings per share

Hibernia REIT (HRBN ID) Closing Price: €0.98

® Hibernia REIT is Ireland's largest listed commercial property landlord
after Green REIT was acquired by Henderson Park in August 2019.
Hibernia REIT has a €1.4bn portfolio of assets which is valued off a 4.5%
gross rental yield and is 80% office space spread across Dublin's CBD
(IFSC, South Docks and South City Centre), 15% residential and 150
acres of mixed use land bank out the Naas road.

® Hibernia REIT's most recent trading update confirmed ¢.€230m in net
debt, ¢.20% LTV and average maturity of debt is 4.8 years. They
completed a €25m buyback at €1.42 and signaled more possible,

® Their portfolio has a contracted rent roll of €65m, an ¢.8% vacancy
rate (post the recent lease agreement with Zalando at 2WML) and c.€5m
of un-let space ERV.

® Hibernia REIT shares had already priced in much negative sentiment
after management signaled an easing of leasing demand at recent trading
update and SF campaigned for a 12.5% commercial stamp duty.

® With FF/FG more likely to form the next government and with
Hibernia shares trading right back at its IPO price (5 year low) this
morning we upgrade their shares to a "Buy" with this note.

® Hibernia REIT trades with an Enterprise value of €900m and a
contracted rent to EV of 7.2%. They also trade at 25% discount to our
conservative book value (€1.2bn/€1.40 NAV per share) and 43% discount
to EPRA NAV of €1.75 per share. They now offer a ¢.4% forward dividend
yield. Green REIT was acquired at a premium to book value and at 5.3%
contracted rent to EV.
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Irish Industrials (CRH/SKG/KSP)

Newmont (NEM)

® CRH shares have declined by 33% year to date. Already pricing in a very
weak H1 2020

®  FY 2019 results solid with cash flow generation a standout. €4.2bn EBITDA
and net debt/EBITDA was 1.7x at FY 2019

®  Group operating cash flow surged by 50% benefiting from the integration of
Ashgrove in the States

® CRH trades on 9.5x trailing earnings and 1.15x book value. Should benefit
from US stimulus measures. Upgrade to Buy

® SKG is a global leader in corrugated boxes which is seeing structural
demand growth driven by e-commerce

®  Shares have declined by 33% YTD and trade 40% below IP offer (€39) from
2018 yet company much bigger

®  SKG trades on 9x trailing earnings and offers a 4.5% dividend yield backed by
an c.8% free cash flow yield

® FY 2019 group reported €9.05bn revenue, €1.65bn in EBITDA (+7% YoY) and
generated €550m of free cash flow (€3.5bn net debt)

®  80% of SKG profits (EBITDA) is European based - hence the selloff in shares
year to date. Medium to long term, we see good value at these levels

® Kingspan is a global leader in high performance insulation and energy
efficiency products

®  Shares have declined by 26% year to date to trade on 22x trailing earnings
(3.8% fcf yield)

®  Strong balance sheet with 1.1x net debt/EBITDA (€630m net debt)

®  Good track record of revenue and earnings growth but more downside if
European construction sector gets significantly hit. €44 - €45 is a key level on the
chart. In order of preference, we now like CRH, Smurfit Kappa and Kingspan
(KSP still not cheap)

Closing Price: $39.60

® Newmont is the world's largest gold producer with 100m in global gold
reserves

® (Gold has outperformed equities significantly in this sell off and
continues to make sense to hold some exposure to the theme

® Newmont reported that they produced 6.3m oz of gold in 2019,
delivered $9.7bn of revenue (+34% YoY), $3.7bn of EBITDA (+45% YoY)
and $1.4bn of free cash flow

® Allin gold cash cost was $966 and guided to fall below $900 over the
next two years as synergies are extracted from the Goldcorp merger.
Synergy projections have been raised to $500m, having initially targeted
$350m.

® With a relatively strong balance sheet (1.2x net debt to EBITDA, net
debt of $4.6bn), management have committed to a $1bn buyback and
raised the dividend to $1 per share

Newmont trades on 11.7x trailing EV/EBITDA and when you consider that
management guide that every 1000 shares have exposure to 1240z of
gold, you could at estimate that 1000 shares are worth 124 x ($1600(Spot)
- $966 (AISC)) = $78,000. Adjusting for c.20% tax rate, you could assume
each share is worth.
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Cantor Publications & Resources

)aily Note

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)

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.

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

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

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

SAP: SAP is a software corporation that makes enterprise software

Smurfit Kappa: Smurfit Kappa manufactures paper packaging products

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

ING Groep: ING Groep is a global financial institution providing retail and wholesale financial services.

BT Group: BT Group is a UK based telecommunications company.

Carnival: Carnival operates and owns cruise ships

Siemens Gamesa: SGRE designs and manufactures renewables energy equipment

Historical Recommendation:

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

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

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

4 Twitter : @cantorlreland o Linkedin : Cantor Fitzgerald Ireland


mailto:ireland@cantor.com
http://www.cantorﬁtzgerald.ie

Weekly Trader Monday, 16™ March 2020

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/

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