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MiFID II: Research

Under MiFID II any investment firm providing execution services must unbundle Research costs 

from Execution costs.

• The provision of research falls under the category of a MIFID II service and material that is 

deemed as research must be paid for by the client.

• Materials classifieds as minor non-monetary benefits can be received by clients free of charge.

• This presentation is macro-economic focused and is available to the public on the Cantor 

Fitzgerald Ireland website.

Materials classified as Minor Non Monetary Benefits under MiFID II

• Brief non-substantive summaries of research reports

• Market Commentary /market colour on industry news (with no 

substantive analysis)

• Macro-Economic and FICC research that is made publicly available 

to whoever requests it.

• Research paid by the issuer (including IPOs)  made available to 

investment firms or the public
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Brexit – Impact 

Social 

• Return of border infrastructure, 

although, confined to customs.

• The Common Travel Area will continue 

allowing people to travel freely 

between Ireland and the UK.

• Perishable goods, cannot afford 

significant customs delays.  

Economic

• Trade shock arising from the imposition 

of tariffs.

• Currency fluctuations as exports 

become more expensive, low margin 

high volume.

• Demand for exports decreases, 

particularly in agri foods.

• Increase in unemployment.

• Increase in FDI.

• Decrease in Irish output.  

No Brexit Bilateral Trade Agreement WTO Rules

Orderly Disorderly
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Brexit – Trade Deal Negotiations 

• Brexit is happening, and Brexit is a negative for Ireland.

• A number of negative social consequences associated with the return of a hard border to the

island of Ireland appear to have been avoided.

• The withdrawal agreement essentially creates a border down the Irish sea.

• Uncertainty around the eventual outcome of Brexit remains elevated. Concluding a deal

between Britain and the EU prior to December 31st will be challenging.

• Economic consequences for Ireland are still likely and concerning.

• If the EU and the UK do not extend the transition period and then fail to conclude a deal by

December 31st, the legal default would be a WTO terms relationship.
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Brexit – Trade Deal Negotiations 

• The EU has framed Brexit as a binary choice between a high alignment, high market access

relationship (like Norway) and a low alignment, low access relationship (like Canada).

• The EU has said it will try to establish a 'vital minimum’ in its relationship with the UK within the

time frame. The “vital minimum” includes, tariffs, level playing field, fishing, rules of origin and

governance.

• The UK is likely to seek zero-tariff and zero-quota trade in goods.

• In return, the EU is likely to demand the UK signs up to “level playing field” obligations, to

ensure fair competition on issues such as environmental social standards and state aid.

• The technical negotiation over rules of origin requirements will be important in determining how

effectively UK and EU businesses can take advantage of tariff-free trade.

• EU demands for access to UK fishing waters, a key priority for member states, will be

controversial.

• There will need to be overarching provisions on the governance and implementation of the

agreement.
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Brexit – Economic Impact, Trade Risks 

• Irish goods exported to the UK account for just under 7% of Ireland’s total exports.

• Annual data suggests that 14% of Ireland’s goods exports (2nd most important destination).

However, in 2020, the higher frequency Monthly Goods Export data, shows that on average the

UK has accounted for 8% of total goods exports, suggesting 4% of total exports.

• Ireland is the most exposed member of the EU States, followed by Malta, Luxembourg and the

Netherlands.

Source: CSO

Irish Exports of Goods 

by Sector to UK as % of 

Total Irish Exports 

(Goods and Services)

Irish Exports of 

Goods by Sector to 

UK as % of Total Irish 

Exports to the UK

% of Sector 

Goods 

Exports to 

UK 

Food and live animals 1.9 29.5 45

Beverages and tobacco 0.1 2.2

Crude materials, inedible, except fuels 0.2 3

Mineral fuels, lubricants and related products 0.2 3.2

Animal and vegetable oils, fats and waxes 0 0.1

Chemicals and related products 1.7 26 4

Manufactured goods classified chiefly by material 0.5 7

Machinery & transport equipment 1.1 17 16

Miscellaneous manufactured articles 0.6 9

Commodities and transactions 0.2 3

Total 6.5 100
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Brexit – Trade Risks are Sector Specific 

• Eleven of the top fifteen proportionally most exposed goods products to the UK are Irish exports

and are predominantly from the Agri-food sector including beef, dairy products, cereals,

vegetables, fruit and live animals.

• EUR/GBP strengthening erodes Irish exporters’ competitiveness. A Bord Bia (Irish food

authority) survey in 2017 suggests that 40% of Irish food exporters start to experience difficulty

above 89p, rising to 80% above 94p

➢ Food and Live Animals

✓ 1.9% of Total Irish Exports

✓ 9% of Total Irish Goods Exports

✓ 29.5% of Total Irish Exports to the UK

✓ 45% of Food and Live Animals are exported to the UK

➢ Chemicals and Related Products

✓ 1.7% of Total Irish Exports

✓ 26% of Total Irish Exports to the UK

✓ 4% of Chemicals and Related Products are exported to the UK

➢ Machinery and Transport Equipment

➢ 1.1% of Total Irish Exports

➢ 17% of Total Irish Exports to the UK

➢ 16% of Machinery and Transport Equipment are exported to the UK
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Brexit – Trade Risks are Sector Specific 

• SMEs account for over 55% of Ireland’s exports to UK. SMEs that export solely to the UK are

particularly vulnerable due to lower margins and higher labour intensity.

• Irish retail sector is heavily dependant on UK names. Disruption to the supply chain is a major

risk for retailers.

• 40% of tourists to Ireland visit from the UK but only account for 23% of tourist spend.

• In the service’s sector, Ireland is again shown to be in the upper range of the most exposed EU

Member States to the UK.

• 20% of Ireland’s services exports are UK focused (no 1 destination).

• However, the analysis is less clear for services than for the goods sector .This is due to the

uncertainty around the default position for services trade as no broad benchmark, such as the

detailed WTO rules exists. Services tend not to be covered in bilateral free trade agreements.

➢ 33% of Ireland’s Financial Services exports are to the UK

➢ 23% of the exports of Ireland’s Insurance Sector go to the UK

➢ 13% of Computer and information Services go to the UK.
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Brexit – WTO- Worst Case Scenario 

• The most negative outcome for Ireland would result if the UK and EU27 failed to negotiate the

terms of the UK’s exit. At that point, as World Trade Organisation (WTO) members, the EU27

and UK, would only be obligated to offer each other Most Favoured Nation (MFN) status.

• This would result in the imposition of MFN tariffs on trade between the UK and the EU27 and

would be expected to lead to a reduction in the level of trade between the UK and the EU27.

• Trade under WTO rules mean that some of the most important elements of current bilateral

trade in agri-food products between Ireland and the UK would face taxes of 25%-50%.

• Ireland’s beef, dairy and lamb exports would be affected. Denmark’s pig and dairy trade and the

Netherlands’ exports of vegetable products would be affected. In Southern Europe, exports of

wine from France, Spain and Italy would be affected, as would exports of olive oil from Greece.

• The overall negative effect on Ireland is likely to double in any disorderly exit scenario compared

to an exit with a free trade deal.
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Brexit – Potential Benefits 

• The potential diversion of some FDI from the UK to Ireland could see domestic FDI increase by

7.3% assuming a reduction in the UK FDI stock of 27% which is allocated in line with Ireland’s

current non-UK EU FDI share of 6.9%.

• Potential FDI benefits for Ireland are obvious, particularly in financial services. Significant

infrastructure constraints in Ireland in the short term (housing, offices) need to be addressed.

However, the commercial property ‘pipeline’ is strong.

• Need to demonstrate ‘substance’. Key management and key positions need to be located in

Dublin.

• The Irish Government is targeting the creation of 10,000-15,000 jobs in financial services.

• Brexit-related applications to the Central Bank of Ireland for authorisation are running at a “very

significant level”.
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Brexit – Potential Benefits 

BREXIT
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Brexit - Impact on Ireland

• The negative impact on Irish output in the long run in a Trade Deal scenario is approximately

half that of the No Trade Deal scenario.

• According to Central Bank of Ireland, in a “no trade deal” scenario Irish economic output would

be approximately 4% lower in the short run and by 6% after 10 years.

• The Department of Finance estimates that a hard Brexit could cost up to 35,000 jobs. The

Central Bank of Ireland estimates that the unemployment rate would rise by over 2 percentage

points in the long run.

• The scale of these effects on output and employment mean that a disorderly Brexit would have

significant knock-on implications for the public finances.

• NTMA estimates 1% appreciation of the euro decreases Irish goods exports to UK by 0.5%.

Historically, a 1% reduction in UK GDP has caused a 0.3% reduction in Irish GDP. Combined,

these suggest near term risks to Irish GDP growth of the order of 2-3%.

• 30% decline in exports to the UK, while total exports will be 4% smaller.

• Exports of meat to the UK will be subject to a 50% tariff, dairy and eggs a 25% tariff, and

processed meat would attract a 35% tariff.

• To counter this threat, the Department of Jobs, Enterprise and Innovation and IDA Ireland need

to attract new entrants to the retail sector from other EU countries.
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Tariffs - Protectionism 

• Broader concerns surround the possibility of a tit-for-tat trade war between the US and the rest

of the world. Indeed, a long term retrenchment of globalisation could adversely affect a small

open flexible economy like Ireland.

• There are about 8 different export categories in which the EU has a trade surplus with the US,

that could potentially be targeted.

• Pharma accounts for over 50% of Irish goods exports. It is unlikely that pharmaceuticals will

face a tariff threat. Almost all countries in the developed world have signed up to a ‘zero-for-

zero’ approach to tariffs in pharma.

• The Irish alcohol sector appears to be most at risk. Irish spirits exports to the US have

experienced huge growth over the last number of years. Although small when compared to

pharma, the Irish spirits industry employs 1,500 people.

• The negative impact would also spread to value-added indicators and supply-chain linkages as

well as gross exports due to the pass through steps associated with modern supply chains. The

distribution of the impact also depends on the value-added contributions in the various stages of

the supply chains.

• The large dependence within the Irish goods export sector on ‘contract manufacturing’ would

increase the effect of tariffs from those felt in just gross exports.
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Outperformance vs. Fiscal Targets 

• Ireland returned to budget surplus in both 2018 and 2019. However, following the Government’s

rapid and forceful response (health measures, temporary economic supports and fiscal

stimulus) to mitigate the impact of the pandemic, a significant deterioration in the fiscal accounts

is in prospect for 2020. A deficit of €21.6 billion, the equivalent of -6.2% of GDP is expected in

2020.

• A general government deficit of €20.5 billion, the equivalent of -5.7% of GDP is currently

forecast for next year.

• The Government projections are made on the basis of a vaccine not being widely available

throughout the country in 2021 and also a tariff-based trading relationship with the UK assumed
from January... Potential for upside surprise.

Source: DoF

-7.3%

-14.0%

-30.9%

-9.5%-8.2%-7.2%
-4.1%

-1.9%-0.7%-0.2%

0.1% 0.5%

-6.2%-5.7%

-35.0%

-30.0%

-25.0%

-20.0%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

General Government Defict % GDP



15

Government Reaction   

• Ireland’s 2020 expected deficit at 6.2% is set to be one of the lowest deficits in terms of GDP in

the Euro Area.

• Only Germany (6%), Estonia (5.9%), Cyprus (6.1%) and Luxembourg (5.1%) are expected to

have lower deficits in 2020.

• Euro Area Deficit/GDP % forecast

Source: European Commission

• Ireland’s first countercyclical budget in history is expected to maintain a high deficit of 5.7% in

2021 before falling to 2.5% in 2022.

• Ireland will announce its path to bringing the deficit lower in April 2021. The European

Commission’s 2.5% deficit forecast for 2022, looks ambitious, given the Irish political backdrop

and the unknown path of the virus.

2019 2020F 2021F 2022F

Germany 1.5 -6.0 -4.0 -2.5

Ireland 0.5 -6.2 -5.8 -2.5

France -3.0 -10.5 -8.3 -6.1

Italy -1.6 -10.8 -7.8 -6.0

Belgium -1.9 -11.2 -7.1 -6.3

Spain -2.9 -12.2 -9.6 -8.6
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Revenue Not The Problem  

• The year-on-year deterioration in the Exchequer balance has been primarily driven by increases

in voted current and capital expenditure (Health and Social spend).

• At the end of Q3 2020, cumulative tax receipts of €39,568 million were down 3.0%, or €1,213

million on the same period in 2019, with a combination of robust corporation tax receipts,

resilient income taxes and a strong overall performance at the start of the year compensating to

some extent for declines across most other revenue streams.

Source: DoF
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Revenue Not The Problem  

• Despite the rise in unemployment and the huge numbers on temporary job support, Income Tax

receipts to the end of October were only down 5.3% year on year. The composition of job losses

during the pandemic was focused on the service sector and combined with the progressivity of

the Irish income taxation system. The lower paid are outside the tax net.

• Corporation tax receipts continued to exceed expectations, in part due to increased profitability

in some areas of the multinational sector. At the end of Q3 2020 Corporation Tax receipts were

up 27.9% year on year.

• In contrast, indirect tax revenue recorded a sharp decline this year.

• Tax receipts forecast to decline by just 5.6% this year, in line with GDP.

Source: DoF
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Corporation Tax Concentration Risk 

• Between 2014 and 2018, corporation tax revenue increased by 125%, driving around 40% of

overall tax revenue growth.

• Corporate income tax receipts in 2019 were up 5% y-o-y, but are concentrated in a few

multinationals and thus vulnerable to shocks. The proportion of corporation tax paid by the top

10 companies is 40%.

• In 2019, Corporation Tax collected amounted to €10.9 billion out of a total collected receipts of

€59.3 billion (18.4%). Over the period 1990-2017, corporation tax accounted for 12.5 % of

overall revenues. The European average for corporation tax as a percentage of revenue is 8%.

Source: Department of Finance  
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Tax Reform   

• A key pillar of Irish economic policy has been using a low tax, business friendly climate and

suitable workforce to lure US multinationals to provide employment and tax revenue for the

State.

• US Tax reform included a cut in corporation tax from 35% to 21%. Joe Biden wants to push the

US Corporation tax rate back up to 28%. However, onshoring investment to America runs

through Biden’s election literature.

• US firms are critical to FDI in Ireland, making up 70% of FDI into Ireland. Tech and pharma are

the dominant sectors.

• Ireland has a competitive tax system

➢ a low headline corporate tax rate of 12.5%

➢ offers an attractive holding company regime providing numerous exemptions

➢ development of intellectual property in Ireland is rewarded with a significant R&D tax credit

(25%) and a BEPS compliant patent box regime (6.25%).

• IDA Ireland is focused on real investments and real jobs. The policies threaten a slowdown in

the flow of FDI in future but that is based on the assumption that ‘tax’ is the sole reason for US

FDI. Access to the single market should ensure that the majority of the incumbent companies

remain in Ireland.

• Ireland is resilient but not immune to the impact of the pandemic.
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European Tax Harmonisation 

• EU leaders and in particular France, have resumed political pressure on Ireland to soften its’

opposition to corporate tax harmonisation.

• Ireland benefitted hugely from the first part of the BEPS (Base Erosion and Profit Shifting)

process. However, the second phase of the BEPS process is likely to be more challenging for

Ireland. Ireland favours a negotiated approach via the OECD,

• Unilateral moves by major countries leading not only to an impact on Irish tax revenues, but also

trade wars is a major risk for Ireland.

• France wants tax to be levied where products are sold and not where notional corporate

headquarters are located.

• The OECD talks are also looking at the concept of a minimum tax rate for multinational

corporations. What this rate might be and how it would work is of vital national interest to

Ireland.

• In the case of an EU response, if the OECD talks fail, Ireland retains a ‘veto’ and it opposes

plans to harmonise corporate tax, fearing it could lower the amount of tax collected and

potentially threaten inward investment. Ireland would be unlikely to use the veto on its own but

is supported by 4 other member states, resisting tax change.
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General Government Debt  

• The debt to GDP ratio is set to increase by 5.1% in 2020 to 62.5%. This compares with a debt-

GDP ratio of 57.4% in 2019.

• A further increase in the debt-GDP ratio is projected for 2021 when debt-GDP is expected to

rise to 66.6%.

• Debt-GDP numbers look very favourable in a European context, however, in view of the evident

distortion to the GDP figures (the denominator effect), it is inappropriate to place too much

reliance on the debt to GDP metric.

Source: DoF

2018 2019 2020F 2021F

€ bn € bn € bn € bn

General Government Revenue 82.3 89.1 84.2 88.7

General Government Expenditure 81.9 87.3 105.9 109.2

General Government Balance 0.4 1.8 -21.7 -20.5

General Government Balance (% of GDP) 0.1% 0.5% -6.2% -5.7%

General Government Primary Balance (% of GDP) 1.7% 1.8% -5.1% -4.7%

Structural Budget Balance (% of GDP) -1.6% -1.1% -0.4% 0.2%

General Government Debt (% of GDP) 63.1% 57.4% 62.5% 66.6%

General Government Debt/General Government Revenue 250.5% 229.2% 259.6% 269.4%

Gross Debt as a % of GNI 103.8% 95.6% 107.8% 114.7%

Net Government Debt (% of GDP) 54.3% 49.4% 55.6% 60.3%
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Debt Reduction : Debt/GDP V’s Debt/GNI*

• The nominal amount of outstanding general government debt is projected at €218.6 billion at the

end of 2020.

• The stock of outstanding public indebtedness is projected to increase to €239 billion by end-

2021.

• The Government’s preferred measure of economic growth is Modified Gross National

Income(GNI*), under this metric, the debt ratio looks substantially more challenged at 95.6% for

2019. Debt as a percentage of Revenue had been steadily improving and was 229% in 2019

down from 263% in 2017 and 250% in 2018.

Source: DoF,
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Debt Metrics: Demographics

• Ireland currently has a favourable demographic profile compared with many other EU Member

States.

• According to the latest Eurostat annual population estimates, Ireland has the highest share of

population aged less than 15 years old and has the lowest share of over 65 year olds in the EU.

• Additionally, Ireland has the lowest median age of population and the third highest (after France

and Sweden) fertility rate in the EU.

• Ireland faces a number of challenges arising from population ageing.

• The old age dependency ratio is set to increase from approximately 21% in 2016 to a peak of 46

% in the mid-2050s. In other words, there are currently around 5 persons of working age for

each person aged 65 and over; by 2050, the equivalent figure will be just over 2.

• Ageing costs are expected to increase by 6.5% of GNI* between 2016 and 2070.

• Ireland has one of the most educated workforces in the world. The share of 30-34 year olds in

Ireland with a third level qualification is 56.3%, compared to an EU average of 40.7%.
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Contingent Liability Turns Contingent Asset

• AIB

• Largest of the state’s banking assets

• Owns 71% of equity 

• The Government sold a 29% equity stake sale in June 2017 when the market cap was 

estimated to be more than €14.5 billion . The total proceeds from the IPO were €3.4 billion

• Current Market Cap estimated at less than €8 billion. 

• BKIR

• State continues to hold 14% of equity but unlikely to be target for early divestment

• PTSB

• 75% state-owned following recent capital raise where government sold 4.8% of enlarged

share capital to ensure stock market listing

• Sale of banking assets is not expected in the near term, although NAMA is expected to transfer

€1-€2 billion to the exchequer in 2021.
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NTMA: Funding  

• In 2020 Cantor Fitzgerald Ireland was a joint lead manager on the recent Irish 0.2% 

05/15/2027 syndicated issue, this was the fourth year in a row that Cantor Fitzgerald 

participated in an Irish syndicated deal as a JLM. 

• Responding to the health crisis, the Irish Government, in April 2020 revised its projected 

€2.5 billion surplus to an estimated €23-30 billion deficit. 

• Despite the €29 billion estimated swing-factor, the National Treasury Management Agency 

(NTMA) only revised its 2020 bond funding requirement from the original €10- €14 billion, 

higher, to €20- €24 billion.

• Cash balances in at the end of  2019 were significant at €18 billion. The Irish exchequer 

also benefitted from NAMA contributions of over €2 billion. 

• It is now estimated the Ireland’s 2020 deficit will be around €20 billion. However, despite 

the projected deficit being revised lower, Ireland completed its bond auction schedule for 

2020. The NTMA as per guidance raised €24 billion in bond issuance in 2020. 

• The NTMA is expected to have cash balances of c.€13-14 billion at the end of 2020. 

• Estimate the cash balance at the end of 2021 to be unchanged from 2020. 
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NTMA: Funding  

• Due to the evolving nature of the health crisis, Budget 2021 only allowed for forecasts out 

to the end of 2021. The Government will publish longer term fiscal projections in the April 

2021 Stability Pact Update. 

• The NTMA will announce the 2021 funding range in December 2020. However, there are 

no bond redemptions in 2021.

• Suggest a funding range for 2021 of €16—19 billion, increasing to €19—22 billion in 2022.

• The NTMA will over the next 12-18 months try establish another point on the ‘Green 

Curve’ by issuing a second Green bond.

• The NTMA are always open to reverse enquiry on longer data Irish private placements.

• Diversifying the investor base by issuing Inflation Linked bonds and USD bonds are also  

possibilities in the future. 

Source: Department of Finance , Cantor Fitzgerald estimates 

2018 2019 2020F 2021F 2022F

€ bn € bn € bn € bn € bn

Exchequer Borrowing Requirement -1.5 -0.6 -16.7 -17.6 -14.0

Long Term debt (Irish and External) -9.6 14.7 -19.0 -0.5 -12.0

Discretionary Buy Backs including FRN's -4.0 -2.0 -1.0 -1.0 -1.0

EU SURE bonds 2.5

Total Requirement -15.1 12.1 -36.7 -16.6 -27.0

End of Year Cash Balance (F) 15.3 19.0 13* 14.0 8.0

Total Funding Requirement 24.0 17.6 21.0

*Other Government Cash Transfers: NAM A, Rainy Day Fund 
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NTMA Funding Outlook

• The nominal value outstanding of Irish government bonds is €135.6 billion (includes Treasury 

Bonds, Amortising bonds and Floating Rate Notes).

• The weighted average maturity of Irish debt is 10.1 years, the second longest in the Euro Area 

and  compares very favourably to the Euro Area average weighted maturity of 7.4 years. The 

weighted average fixed coupon for Irish debt is 1.88%. 

• Including bailout funds, State Savings and other funds, Ireland has €223.3 billion, in repayable 

funds. 

Source: NTMA
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NTMA: Programme Funding  

• Ireland repaid early the IMF and some bilateral loans. 

*EFSM loans are subject to a seven-year extension. It is not expected that Ireland will have to refinance any of its EFSM loans before 2027. However, the revised maturity dates of individual 
EFSM loans will only be determined as they approach their original maturity dates.

• In 2013 the NTMA issued €25.034 billion nominal of Floating Rate Bonds, with original

maturities ranging from 25 to 40 years, which were exchanged for the Promissory Notes held by

the Central Bank of Ireland (CBI), on foot of the Irish Bank Resolution Corporation Liquidation.

• The NTMA purchased and subsequently cancelled €17.5 billion of Floating Rate Bonds from the 

CBI. 

Source: www.Oireachtas.ie

Programme loans Outstanding Rate Weighted Average Maturity

EFSM €22.5bn 2.7% (Fixed based on EFSM CoF) 8.63*

EFSF €18.4bn 2.24% (Pooled Rate based on EFSF CoF) 17.60

UK €0.5bn 1.85% (Fixed based on UK CoF) 4.20
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PSPP – ECB Maintain Market Presence 

• ECB has bought €37.1 billion (by market value) of Irish government debt under PSPP. Ireland’s

capital key shortfall, has been eroded as Ireland’s percentage of total purchases is now 1.5%

versus an adjusted capital key level of 1.66%.

• ECB is estimated to have purchased an additional €10.32 billion of Irish government bonds

under PEPP. At the start of 2020, the ECB owned €3.1 billion of Irish government bonds under

the old SMP.

Source: ECB, Cantor Fitzgerald Ireland Estimates 

Purchases Cumulative Monthly Nov 2020 as Total Country Capital Adjusted

Nov 2020 €bn Total €bn Ave €bn % Mthly Ave % PSPP to date Key % Capital Key %

Austria 854 67579 979 87% 2.76% 1.96 2.78

Belgium 876 85868 1244 70% 3.51% 2.48 3.52

Cyprus 120 3139 45 264% 0.13% 0.15 0.21

Germany 13140 575067 8334 158% 23.52% 18.37 26.10

Estonia 38 263 4 997% 0.01% 0.19 0.27

Spain 2487 290769 4214 59% 11.89% 8.34 11.85

Finland 622 35444 514 121% 1.45% 1.26 1.79

France -971 484636 7024 -14% 19.82% 14.21 20.19

Ireland 736 37001 536 137% 1.51% 1.17 1.66

Italy -1473 411971 5971 -25% 16.85% 11.8 16.76

Lithuania 107 4475 65 165% 0.18% 0.41 0.58

Luxembourg 131 2906 42 311% 0.12% 0.22 0.31

Latvia 53 2900 42 126% 0.12% 0.27 0.38

Malta 11 1214 18 63% 0.05% 0.07 0.10

Netherlands 1506 117407 1702 89% 4.80% 4.07 5.78

Portugal 439 45377 658 67% 1.86% 1.63 2.32

Slovenia 151 8935 129 117% 0.37% 0.34 0.48

Slovakia 374 14259 207 181% 0.58% 0.8 1.14

Supranationals 2039 256121 3712 55% 10.47%              n/a             n/a

Total 21241 2445216 35438 60% 100.00% 67.74 96.23
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PSPP – ECB Maintain Market Presence 

• The ECB is forecast to purchase 15.64 billion (PEPP and PSPP) nominal Irish government

bonds in 2020.

• The NTMA issued 24 billion in new Irish nominal bond supply in 2020 and there were 17.08

billion in bond redemptions.

• Net Irish supply, including redemptions, and ECB purchases is forecast to be minus 8.72 billion

of nominal bonds.

Source: ECB, Cantor Fitzgerald Ireland Estimates 

PEPP €bn PSPP €bn

Cumulative 

ECB €bn

Irish Supply 

(Nom)

Redemptions 

(Nom)

Net Supply 

(Nom)

January 0.67 0.67 4.00

February 0.44 0.44

March 0.64 0.64 1.00

April 1.50 0.50 2.00 6.00 8.03

May 1.50 0.46 1.96 1.50

June 1.49 0.46 1.95 6.00

July 1.49 0.73 2.21 1.50

August 1.03 0.33 1.36 0.00

September 1.03 0.71 1.74 1.25

October 1.15 0.25 1.4 1.50 9.05

November 1.15 0.74 1.9 1.25

December (e) 0.65 0.30 0.95 0.00

Year End Estimate (EUR) 10.98 6.22 17.20 24.00 17.08

Year End Estimate (Nom) 9.98 5.66 15.64 24.00 8.36

Year End Estimate (Nom) 17.08 -8.72
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ECB Impact on the size of the Irish Market 

Source: ECB, Cantor Fitzgerald estimates

• In 2019 the size of the Irish government bond market was 128.68 billion.

• In 2020, the size of the outstanding amount of government bonds increased to 135.6 billion.

• It is estimated that the ECB will purchase 15.64 billion.

• At the end of 2020, the tradeable free float in Irish government bonds is estimated to be 119.96

billion.

• A reduction of 12% in the amount of tradeable Irish government bonds.

2019 2020

Irish Govt Bonds Outstanding (Nom) 128.68 135.60

Free Float Reduction (Nom) 15.64

Tradeable Irish Govt Bond 119.96

Free Float Reduction (%) 12%
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ECB Irish Purchases in 2021  

Source: ECB, Cantor Fitzgerald estimates

• PEPP struggling to purchase covered bonds and corporate bonds.

• Ireland is averaging 1.47% of total PEPP purchases and 1.6% of Public Sector Securities within

PEPP.

• The monthly run rate for Irish purchases has slowed from an initial €1.5 billion per month to a

current €1.29 billion per month.

• PEPP will have to purchase c.€16.037 billion Irish government bonds in 2021.

• PSPP will also continue in 2021 at c.€20 billion per month.

• At a 1.5% Irish purchases rate or c.€300 million per month

• PSPP Irish purchases estimated to be €3.6 billion in 2021.

• In total the ECB is estimated to purchase c.€19.637 billion Irish government bonds in 2021.

Envelope Total Purchased Remaining Average Month

Remaining 

Months Implied Finish

Average Irish 

Monthly 

Remaining 

Irish 

PEPP 1,350,000 700,003 649,997 87,500 7.43 Jun-21 1,290 9,580

PEPP (e) 1,850,000 700,003 1,149,997 87,500 13.14 Dec-21 1,290 16,949

PEPP (est pub sect) 1,665,000 651,809 1,013,191 81,476 12 Nov-21 1,290 16,037
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Irish Sovereign Volumes

• The year on year contraction of volumes traded across the IRISH curve reversed in 2018.

• 2020 volumes are likely to be 11% lower than in 2019.

• Average daily volume in 2019 was 707 million. Average daily volume in 2020 is 631 million.

Source: ISE
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Irish Sovereign Volumes

• Turnover of Irish bonds heavily focused on benchmark 10 year.

• Turnover migrated to the new Irish benchmark 10 year in H2.

Source: ISE

Source: ISE
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Credit Ratings  

• S&P upgraded Ireland in January 2020 from A+ to AA-, outlook stable.

• Moody’s is now two notches behind S&P and 1 notch behind Fitch.

• Fitch still maintains an A +(stable) rating.

Source: S&P, Fitch, Moody’s, DBRS

Rating Agency Long-term Short-term Outlook Last Change

Standard & Poor's AA- A-1+ Stable Nov-19

Fitch A+ F1+ Stable Dec-17

Moody's A2 P-1 Stable Sep-17

DBRS A (high) R-1 (middle) Stable May-20
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GDP Growth  – 2015 Statistical Re-classification

• Massive distortions make GDP/GNP poor indicator of economic performance. In 2015 GDP was

revised higher from 7.8% to a massive 26.3%. 2014 GDP was revised higher from 5.2% to

8.5%.

• Ireland has been a beneficiary of the OECD BEPS, as companies move money away from

traditional tax havens to low tax shelters such as Ireland.

• 50% of the world’s leased commercial aircraft is managed in Ireland.

• Companies re-locating intellectual property to Ireland (on-shore) materially increased the size of

the ‘balance sheet’ of the Irish economy as measured by standard International Accounting

practices. Apple appears to have moved part of its intellectual property to Ireland.

• Contract Manufacturing is assumed to be a major contributor to the overstatement of export

levels. This is the process where Irish exporters engage overseas third-parties to manufacture

products on their behalf, which are recorded in full as Irish exports.

• Previously, contract manufacturing did not significantly impact GDP since the companies

involved ultimately sent royalties back to its parent with this being offset as a royalty import.

However, following the relocation of some parent companies to Ireland, GDP has been inflated

by the absence of a negative in the form of the Import.
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Apple Responsible for 25% of Ireland’s Growth - IMF

• In a special feature on smartphones and global trade in its’ April 2018 World Economic Outlook,

the IMF estimates that Ireland along with Korea and Taiwan to be the main beneficiaries of the

new tech cycle in value added terms.

• In Ireland, where the intellectual property of Apple Inc. resides, the IMF estimate the contribution

in value added terms of iPhone exports account for 25% of the country’s economic expansion in

2017.

• Overall, the Irish economy expanded by about 7.8% in 2017, which means that iPhone sales

would have accounted for a quarter of that, or about 2% of overall growth.

• Risks to headline Irish GDP could now not only include Apple relocating away from Ireland but

also a high beta play on Apple’s ability to remain the dominant player in the smart phone market.
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Modified Gross National Income (GNI*)    

• A new supplementary indicator to account for the large multi-national presence in Ireland.

• If a foreign-owned firm relocates its head office to Ireland, its profits are retained until that entity

is disbanded in future or it pays a dividend to a related company. This adds to Ireland’s GNI but

not to the income of its households. The IP assets that MNEs have moved into Ireland will not

boost the living standards of domestic residents. To offset this, the CSO will outline an estimate

of annual depreciation against those intangible assets.

• A key question, is whether GNI* will be optimal for judging debt sustainability? For the bond

market, we believe that GDP is still superior: in theory Ireland can tax all of GDP if it wishes. But

for living standards – the political economy - and for financial stability (e.g. scaling of credit

growth) GNI* will become the most reliable guide.

GDP

Minus Net Factor Income from Abroad

GNP

Minus Domestic Income Tax paid EU

Plus Domestic Subsidies received from EU

GNI

Minus Retained Earnings of redomicled firms 

Minus Depriciation of foreign owned IP

Minus Depriciation of aircraft  owned by leasing companies

Modified GNI 
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Modified Gross National Income (GNI*)    

• The large increase in the annual GNI* figures questions the reliability of this ‘improved’ metric

for assessing Irish economic performance.

• GNI* increased by 6.7% in 2018 when GDP increased by 8.2%.

• GNI* increased by 7.6% in 2019 when GDP increased by 5.5%.

Source: CSO

Description   2013 2014 2015 2016 2017 2018 2019

Gross domestic product at current market prices    179,922 195,293 262,853 270,809 300,387 326,986 356,051

Net factor income from the rest of the world -29,285 -31,407 -62,043 -51,082 -62,251 -70,664 -81,721

Gross national product at current market prices 150,637 163,886 200,810 219,728 238,135 256,322 274,330

EU subsidies 1,450 1,318 1,571 1,479 1,504 1,566 1,589

EU taxes -247 -275 -327 -486 -433 -433 -456

Gross national income at current market prices 151,840 164,929 202,054 220,721 239,207 257,455 275,463

Adjustments:

Factor income of redomiciled companies -6,474 -6,851 -4,663 -5,780 -4,457 -5,001 -4,229

Depreciation on R&D service imports and trade in IP -5,400 -5,667 -30,128 -35,341 -42,532 -46,444 -49,672

Depreciation on aircraft leasing -3,060 -3,783 -4,607 -4,868 -6,002 -7,309 -7,854

Modified gross national income at current market prices 136,906 148,628 162,657 174,732 186,217 198,702 213,708

Year on Year Change % 8.3% 8.6% 9.4% 7.4% 6.6% 6.7% 7.6%
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2019 Growth

• Irish GDP in volume terms showed an increase of 5.6% for the year 2019. GNP showed an

increase of 3.4% in 2019 over 2018.

• Modified Gross National Income (GNI*) at current market prices (designed to exclude

globalisation effects that are disproportionally impacting the measurement of the Irish economy)

increased by 7.6%.

• Personal Consumption Expenditure (PCE) rose by 3.2%. The domestically focused PCE

indicator measures spending by individuals on goods and services and accounted for over 30%

of all economic activity in 2019.

• Investment was driven by increased imports of Intellectual Property Products (Research and

Development up 169.4%) and increased 74.8% over the year. It’s important to note that the

overall impact of IPP is neutral on GDP as their addition to the capital stock is offset by the

corresponding imports recorded for these products.

• Government expenditure also increased by 6.3% over the same period.

• Exports of Goods and Services grew by 10.5% while total Imports of Goods and Services

showed an increase of 32.4% (largely driven by IPP).

• Overall, Net Exports declined by 61.7%.
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Growth Remains Strong

• Exports to mask domestic economic contraction in 2020.

Source: DoF

2015 2016 2017 2018 2019 2020 (F) 2021(F)

GDP 25.2% 2.0% 7.2% 8.5% 5.6% -2.4% 1.7%

GNP 14.3% 7.4% 4.4% 5.9% 3.4% -2.9% 1.6%

GNI* 9.4% 7.4% 6.6% 6.7% 7.6%

Personal Consumption 3.2% 5.0% 2.4% 2.8% 3.2% -7.5% -25.7%

Investment 50.2% 50.9% 0.0% -6.2% 74.8% -39.9% 7.0%

Government spending -0.8% 4.4% 3.8% 5.8% 6.3% 15.2% -1.6%

Private domestic demand 14.1% 25.7% 1.2% -2.9% 36.6% 2.5% 2.0%

Exports 39.2% 4.2% 9.2% 11.1% 10.5% 1.9% 1.0%

Imports 32.4% 18.9% 1.1% 4.0% 32.4% -12.5% -5.6%

GDP Deflator -11.5% 5.6% -0.3% 1.5% 3.1% 0.6% 0.9%

Unemployment (end of year) 8.9% 7.3% 6.3% 5.7% 4.6% 15.9% 10.3%

Consumer price index -0.3% 0.0% 0.3% 0.7% 0.9% -0.3% 0.4%

Property price index 10.6% 7.5% 11.3% 9.7% 0.3% -0.8% 0.0%

Housing completions 7219 9916 14407 18072 21000 17000 21000
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Consumer Demand Hit during Pandemic 

• In 2019, Consumption was up 3.2%, having risen 2.8% in 2018 and 2.4% in 2017.

• The impact of the health pandemic was first felt in Q1 2020, when consumption declined by 3%

on the quarter.Severe social restrictions saw a further 19.6% contraction in consumption in Q2

2020, a large element of this was involuntary.

• The decline in personal consumer spending was much larger than the decline in household

disposable income as Government intervention helped to replace some of the income.

• The household savings ratio in the first quarter reached 25%. The household savings ratio then

increased to further record levels at 35% in the second quarter.

• Post pandemic, consumers are likely to rundown accumulated savings and increase spending.

Source: CSO
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PMI Data – Rebounding After Covid Impact

• The manufacturing sector only contracted for 3 months during the crisis before rebounding.

However the recent loss of momentum points to the alleviation of considerable pent up demand.

• Due to lockdown, the impact of the crisis was more severe in the services and construction

sectors than in the manufacturing sector. The services sector was hit for a second time during

the Q4 2020 second lockdown.

• Consumer confidence suggests that Ireland may be seeing a limited rebound rather than the
first signs of a lasting recovery in Irish economic conditions.

Source: Bloomberg, Markit
Source: ESRI/KBC
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Consumer Spending 

• The rebound in retail sales numbers since June of this year continues to go against intuition. On

an annual basis, retail volumes were 8.1% higher in October 2020 compared with October

2019.

• Retail sales in October were 10.6% higher than in February 2020 despite unemployment

increasing from 4.8% to 7.3% over the period. VAT receipts are steeply down, by 19.2% on the

same period last year, reflecting the significant decline in spending.

• In 2020 the staycation drive where people were asked to stay at home clearly has had an

impact. There is also the view of pent-up spending demand working through the system

following the early periods of strict lock down. Overall sales volumes fell by a record 44% year-

on-year in April and a further 25% in May but have recovered since.

• Year on Year new private car license have fallen aggressively, as larger item discretionary 

spend has not matched the broader increase in retail sales. 

Source: CSO Source: CSO
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Labour Market – Impact Still Unclear

• Ireland entered the pandemic at close to full employment with a 4.8% jobless rate in February

2020.

• The impact on unemployment has been severe but data has been skewed due to the

Government’s temporary employment support measures.

• Standard Unemployment at the end of Q3 2020 was 7.3%. However, the COVID-19 Adjusted

Measure of Unemployment was 20.2%.

• Will see the real affects of the pandemic once Government withdraws temporary measures.

Source: CSO
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Investment Buoyant but Volatile

• Investment increased by 74.8% in 2019. The largest contributor was Research and

Development which increased from €39 billion to €105 billion, accounting for 66% of the total.

• The huge volatility in the investment section continues with the QoQ number down 69.8%.

However, at various stages over the last 5 quarters this number has been up 159% and 194%.

• The drop in Q2 2020 is largely explained by the absence of substantial imports of Intellectual

Property Products (IPP). However these declines are also partially due to COVID-19 effects.

The two impacts, the decline in IPP Capital Investment and Imports quarter-on-quarter, are

largely offsetting and do not have a significant effect on the GDP growth rates reported.

• Other components of capital formation included ‘core’ machinery and equipment spending

essentially flat and Building and construction rising by 20% last year.

Source: CSO
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Housing Shortages: Key Risk to Growth 

• The gap between current demand and supply is narrowing. Housing completions increased from

18k in 2018 to 21k in 2019(data set based on electricity connections and may be unreliable).

Housebuilding activity in Ireland is “substantially below” what official data suggests.

• The impact of the COVID-19 pandemic and associated restrictions have continued to affect

completions. At the end of Q3 2020 completions were down 9% versus the same period in

2019.

• The decrease in completions is most pronounced for apartments; with a 27.5% decrease, multi

dwellings completions are the key to increasing supply. The construction sector continues to

focus on single dwellings.

Source: Department of the Environment; Cantor Fitzgerald Ireland estimates
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House Prices vs. Rents

• The impact of Covid on the general economy has so far not transferred to the property sector.

Dublin is showing some early signs of price easing. For the most part, property is likely to be a

lagging indicator and has proved relatively resilient to the crisis.

• At the start of the crisis the consensus forecast was for property prices to drop between 10%-

20%. At the end of Q3 2020, the national property price index was down only 0.8% year on year.

• The property price reaction in the same way as the income tax reaction. Middle income and

higher earners have been able to work from home.

• Transaction levels are way down, and the Q2 lock down is affecting supply in the form of

completions. Mortgage moratoriums are easing pressure on existing home-owners.

• Rent growth has moderated and rent levels have slowed compared to Q1 2020.

Source: CSO Source: RTB

70

80

90

100

110

120

130

140
Irish Private Rents

National Index Dublin Index Ex-Dublin

40

50

60

70

80

90

100

110

120

130

140

Irish Residential Property Prices

National Index Dublin Index Ex-Dublin



49

Mortgage Market

• The value of the mortgage market to the end of Q3 2020 was down 20% year on year.

Historically Q4 is the biggest month for mortgage draw downs and the return of restrictions are

likely to see further year on year declines.

• Relaxed central bank mortgage rules have increased first time buyer levels but lending rates still

somewhat high vs. Eurozone comparisons.

• Domestic bank loan books turned positive in Q1 2018 but likely to contract in 2020.

Source: Banking and Payment Federation Source: Banking and Payment Federation 
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Mortgage Market – Macro Prudential

• The Central Bank introduced rules in February 2015 to limit the amount of money lenders can

give out to mortgage borrowers. The mortgage measures are aimed at enhancing the resilience

of both borrowers and the banking sector.

• The measures set limits on size of mortgages that consumers can borrow through the use of

loan to value (LTV) and loan to Income (LTI) limits. These macro prudential rules have been

reviewed annually since inception.

• Under the existing measures First Time Buyers and Second and Subsequent Buyers mortgages

are capped at 3.5 times income.

• Banks or other credit institutions can issue loans for primary dwelling homes

➢ 20% of the value of new mortgage lending to FTBs can be above the LTI cap.

➢ 10% of the value of new mortgage lending to SSBs can be above the LTI cap.

• Banks or other credit institutions can issue loans for primary dwelling homes

➢ 90% of the Loan to Value for FTBs. However, 5% of new lending to FTBs allowed above

90%.

➢ 80% of the Loan to Value for Non- FTBs. However, 20% of non-FTB new lending allowed

above 80%.
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Mortgage Market – Countercyclical Capital Buffer 

• The high volatility of the Irish economy means that phases of strong economic growth may be

suddenly followed by substantial downturns. Moreover, the high level of indebtedness of Irish

households and the overhang of NPLs on the balance sheets of banks increases the

vulnerability of the Irish macro-financial system to cyclical reversals.

• The countercyclical capital buffer (CCyB) is a time varying capital requirement which applies to

banks and investment firms.

• It aims to promote a sustainable provision of credit to the economy by making the banking

system more resilient and less pro-cyclical. By increasing regulatory capital requirements in line

with the cyclical systemic risk environment, the CCyB looks to ensure additional capital is in

place to absorb losses when risks materialise.

• In July 2018 the Central Bank of Ireland announced the CCyB rate on Irish exposures is to be

increased from zero per cent to one per cent.

• In increasing the CCyB rate at this stage, the Central Bank is looking to protect the banking

sector against potential losses associated with a build-up of cyclical systemic risk.
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Export Sector

• The Irish goods export market is geographically concentrated with exports particularly

dependent on the EU, the US and UK markets.

• The headline export performance, with growth of 10.5% in 2019 was driven heavily by

pharmaceutical exports, with goods exports up almost 12% as a result. The value of goods

exports for the period January to September 2020 increased 8% when compared with the first

nine months of 2019.

• The composition and range of exports from Ireland is very dependent on a relatively narrow

base of sectors and commodities. Five firms account for one third of exports and 75% of exports

are accounted for by just 50 companies, Pharma accounts for 56% of goods exports, can be

affected by currency movements as priced in USD.

Source: CSO
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Pfizer Vaccine 

• Pfizer, is manufacturing is its Covid vaccine in Belgium and the Pfizer Irish facility at Grange

Castle in Dublin will be responsible for testing the quality of batches of the vaccine before it is

distributed for use.

• It is not clear to what extent any vaccine distribution would be accounted for within Irish exports

but a scenario where Irish exports surge on the back of mass Irish distributed vaccine insulating

Irish GDP from the domestic economy downturn and positively effecting Ireland’s Debt and

Deficit metrics, is now credible.

• Historically, Contract Manufacturing is assumed to be a major contributor to the overstatement

of Irish export levels.
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Services Exports 

• Services exports have become critical to Ireland in the last 15 years, accounting for 47% of

exports.

• Services exports were strong once again, with exports of computer services and royalties

underpinning growth of 5%.

• Other services which include business services and tourism has also grown strongly.

• Ireland’s exports are concentrated in a small number of products in certain sectors.

• Ireland is one of the most concentrated EU countries with the top 10 goods export products

accounting for 45% of all goods exports.

• Export risks include

➢ Multinational companies relocating

➢ Idiosyncratic sector risk

➢ Brexit

• Imports rose by 7% in 2018.
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Household Debt Burdens Improving

• Household debt is deceasing steadily and is at the lowest level since late 2006. Since its peak

of €203bn in Q3 2008, household debt has decreased by 36 per cent, or €72bn.

• The ratio of household debt to disposable income has fallen by 67% since its peak of 213.9% in

Q2 2009, reflecting both the decline in household debt, as well as, strong growth in annualised

disposable income.

• Debt as a proportion of disposable income is now just 107% and more in line with European

norms.

• Interest burden on households suppressed by tracker mortgages – we estimate that just under

7% of household income goes on debt servicing compared with a peak of 13% in 2008.

Source: CBoI
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Inflation/Disinflation or Deflation  

• Ireland has been experiencing a period of disinflation since the pandemic started. Year on year 

price levels were 1.2% lower at the end of Q3 2020. Irish inflation has undershot the European 

equivalent. 

• Transport fell mainly due to a reduction in air fares and lower prices for diesel and petrol. The 

cost of hotel accommodation and lower prices for alcoholic drinks and food consumed in 

licensed premises, restaurants, cafes also affected prices. 

• The appreciation of the EUR versus GBP has also dampened inflation. The UK is by far the 

biggest market for imported consumer goods.

• Household spending on retail goods only accounts for 40% of total spend versus 60% in the mid 

1990s. Mainly due to increased spending on services and non discretionary spending. 

Source: CSO, Eurostat
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Apple

• In July 2020 the EU General Court overturned a prior order from the European Commission that

Ireland recoups back taxes from Apple of approximately €13 billion.

• The EU General Court found that the Commission did not succeed in showing the requisite legal

standard that Apple’s arrangements in Ireland amounted to illegal benefits from the state.

• The Commission had originally found that selective treatment allowed the US multinational to

pay a tax rate of 1% on EU profits in 2003, down to 0.005% in 2014.

• The European Commission are to appeal the decision which is now likely to go to the highest

court in Europe, the European Court of Justice.

• It is important to note that

➢ No fine or penalty was ever levied against the Irish State.

➢ There is no effect on the 12.5% of corporation tax and is not about Ireland’s wider

corporation tax regime.

➢ No other companies are under investigation.

• Apple has changed its tax structure since the commission’s ruling but remains a big investor in

Ireland with large amounts of intellectual capital held in the country.
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DISCLAIMER

Cantor Fitzgerald Ireland 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 London

Stock Exchange.

We have assessed the publication and have classed it as a Minor Non-monetary Benefit under MIFID II. This is not investment research and the content will not contain any

trade recommendations. The content will include only non-substantive materials or services consisting of short term market commentary on the latest economic statistics. It will

not include fundamental and/or original data manipulation, detailed analysis or long term future predictions. The amount of time spent on compiling this is less than 1 hour per

day. This is the view of Cantor Fitzgerald Ireland. All recipients of this publication should carry out their own assessment of the material to determine if it is minor non-monetary

benefit

This report has been prepared by CFIL for information purposes only and has been prepared without regard to the individual financial circumstances and objectives of persons

who receive it. The report is not intended to and does not constitute personal recommendations/investment advice nor does it provide the sole basis for any evaluation of the

securities discussed. Specifically, the information contained in this report should not be taken as an offer or solicitation of investment advice, or 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 investor.

Although the information in this report has been obtained from sources, which CFIL believes to be reliable and all reasonable efforts are made to present accurate information

CFIL give 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. Nor shall CFIL, or any of its 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 incurred 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 report constitute CFIL’s judgment as of the date of the report 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 report 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 It is

noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to some extent by revenues arising other CFIL

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, CFIL is satisfied that the objectivity of views and recommendations contained in this report has not been compromised. CFIL permits staff to own shares and/

or derivative positions in the companies they disseminate or publish research, views and recommendations on. Nonetheless CFIL is satisfied that the impartiality of research,

views and recommendations remains assured.

This report is only provided in the US to major institutional investors as defined by s.15 a-6 of the Securities Exchange Act, 1934 as amended. A US recipient of this report shall

not distribute or provide this report or any part thereof to any other person.




