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Currency news: Yellen’s testimony to Congress is today’s big event 

Currency thought of the day: UK Industrial and Manufacturing data 

Equities: IRES REIT – FY results: Operationally in line, development to start  

Equities: Hibernia REIT – IMS points to good development progress 

Equities: REITs – SCSI forecasts 12% increase in office rents in 2016 

Equities: Smurfit Kappa - Strong results and moving to London 

Equities: INM – Purchase of Greer Publications to complete in March 

 

10.02.16 

Today’s Treasury Events 

09.30 UK Industrial Prod. 

09.30 UK Man Prod. 

15.00 Fed’s Yellen speaks 

Upcoming Equity Events 

10.02 Tullow Oil – FY Results 

10.02 IRES – FY Results  

10.02 SKG – FY Results  
 

Rates and Commodites Last 1m chg %

ECB rate 0.05 0.00

UK Base rate 0.50 0.00

US Fed Funds 0.25 0.00

LIBOR GBP 3M 0.59 0.18

LIBOR USD 3M 0.62 -0.02 

EURIBOR 3M -0.17 -18.18 

Gold ($) 1185.26 7.36

Brent oil ($) 31.28 -6.77 

Natural Gas ($) 2.10 -15.05 

Copper ($) 202.20 0.00

 

FX rates Last

1.1258

0.7769

1.5826

1.5591

1.0973

129.4600

1.6892

17.8396

1.4490

1.2871
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EUR/CAD

EUR/CHF

EUR/JPY

EUR/NZD

EUR/ZAR

GBP/USD

GBP/EUR

 

Indices Last 1m chg %

ISEQ 5,884   -10.40 

EUROSTOXX 2,781   -8.32 

FSTE 100 5,686   -3.83 

S&P 500 1,852   -3.63 

Top 5 Irish Equities Last 1m chg %

CRH PLC 21.70 -11.93 

Ryanair Holdings PLC 13.73 -8.29 

Kerry Group PLC 72.40 -4.02 

Bank of Ireland 0.26 -19.50 

Smurfit Kappa Group 20.47 -9.44  

 
Daily Deposit Rates 

 

EUR 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.10% 0.01% 0.05% 0.15% 0.40% 
 

GBP 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.8% 0.40% 0.60% 0.70% 1.00% 
 

USD 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.25% 0.10% 0.20% 0.40% 0.60% 
 

Currency Q1'16 Q2'16 Q3'16 Q4'16 Support Resistance

EUR/USD 1.0600 1.0800 1.1000 1.1500 1.1259 1.1366

EUR/GBP 0.7500 0.7300 0.7300 0.7500 0.7738 0.7859
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Currency news: Yellen’s testimony to Congress is today’s big event 

 
Yellen in focus: Fed Chair Janet Yellen is set to deliver her semi-annual monetary policy report to the House Financial 
Services Committee at 3pm today.  Policy was held steady in January as expected, but given a number of relatively 
dovish comments from notable FOMC members, including Vice Chair Stanley Fischer and NY Fed President William 
Dudley, the immediate policy path has become more uncertain. Indeed, these comments have highlighted some concerns 
at the Fed about global downside risks, as well as worries about tightening financial conditions.  
 
Fed rate hike?: Futures markets are now no longer fully pricing in another hike until 2017, not helped by the surprise BoJ 
announcement last week, which has flattened money market curves around the world. Therefore, Janet Yellen’s testimony 
should provide a crucial update on the Chair’s thoughts regarding the outlook and therefore some hints on the risks to 
both our own and market expectations over the path of future policy. 
 
Euro on the front foot: The Euro continues to strengthen on position unwind, trading back to 1.1300 & 0.7800 against 
the USD and GBP respectively. This is even after dovish comments from ECB’s Jens Weidmann (President of the 
Deutsche Bundesbank), who is a notorious hawk. He stated that economic outlook has deteriorated and that there is a 
need to revise down CPI forecasts. 
 
Out today: Other than Fed Chair Janet Yellen's semi-annual monetary policy report to Congress, we will get UK Industrial 
and Manufacturing Production releases at 09.30. 
 
 
Currency thought of the day: UK Industrial and Manufacturing data 

 
It is just over a month since EURGBP first broke above the 75p level this year, on the back of a combination of concerns 
about the Brexit vote, global equity market concerns, deferred rate hike expectations and poor economic data. Another 
reason for the Pounds slide was disappointing data, particularly the UK Industrial and Manufacturing production figures for 
November which were released on January 12th. Manufacturing reduction contracted by 1.2% year on year compared to -
0.8% expected, while Industrial production grew by just 0.9% vs 1.7% expectation.  
 
Since then, Equity markets have continued to drop, Brexit concerns have intensified, and the Bank of England have all but 
confirmed that we will be waiting a while before the first BoE rate hike and the Pound has lost over 4% against the Euro in 
just under a month. Today we see the next iteration of UK Industrial and Manufacturing production with the markets 
expecting a mixed result. Industrial Production is expected to grow 1%, while Manufacturing Production is expected to 
contract 1.4%. While it is unlikely that a single data point will turn around the recent slide in Sterling, particularly with so 
many other factors weighing on the Pound, a positive data surprise could give GBP sellers a short term selling 
opportunity.  
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Equities: IRES REIT–FY results: Operationally in line, development to start   

 
Last year was an active period for IRES, as it completed a second capital raise and acquired 410 apartments (a further 
442 have been purchased since year end, taking its portfolio to 2,056 units and cementing its position as Ireland’s largest 
private landlord). Today’s results show IRES continuing to benefit from the favourable market backdrop, with solid 
underlying growth in rents and high occupancy levels. Operationally, today’s results are in-line and while we note a small 
miss on NAV, development offers scope for accretion.  
 
In terms of the operational performance, NRI came in at €20.0m, while general overheads (excluding share-based 
compensation) were 4%, producing EPRA EPS of 3.3c, and facilitating a dividend of 3.15c per share, which equates to a 
2.9% yield based on last night’s closing price. The results reflect the positive dynamics (from the perspective of landlords) 
in the Dublin rental market, with average rents and LFL property values rising 9.8% y/y (to €1,372 per apartment) and 
6.7% y/y respectively. Occupancy was a healthy 96.0% at end-2015 (end-2014: 99.7%). 
 
In terms of future growth, based on target gearing of 45% and adjusting for recent dealflow, IRES has investment capacity 
of c. €0.23bn. While acquisitions remain on the agenda, in a statement released last night IRES announced that 
construction will shortly commence at its first development – 68 units at Beacon South Quarter which are guided to deliver 
a gross yield of 8.5-9.0% and are due to be available to let in approximately 16 months. 
 
Philip O’Sullivan │Chief Economist│+353 1 421 0496│philip.osullivan@investec.ie 
 
 
Equities: Hibernia REIT – IMS points to good development progress   

 
HBRN published an IMS this morning for the three-month period to 31st December 2015. The company notes that all 
development projects are progressing well and are on track to meet scheduled completion dates. The company also notes 
that there is significant interest in its near-term development pipeline, an indication of continued strong tenant demand. 
Specifically, the company notes that it has appointed agents to market the two floors in Cumberland House (c.30,000 sq 
ft) that are not pre-leased to Twitter and that the lease to HubSpot of two floors (27,500 sq ft) at One Dockland Central has 
commenced. HBRN is in discussions with potential tenants regarding the remaining 29,700 sq ft of available space at One 
Dockland Central. It is also in discussions with potential tenants at Chancery Lane (c.11,500 sq ft). Separately, HBRN 
notes that BNY Mellon has exercised a break option to terminate its lease at the Hanover Building in December 2016 
(44,000 sq ft) – HBRN is actively considering its options as the passing rent (€1.4m) is significantly below market rent. 
 
22 further residential units that HBRN took control of pursuant to the acquisition of the Dorville loans portfolio have been 
sold for a total price of €6.9m. Terms have also been agreed for the sale of another 11 residential units at a total price of 
€3.2m. Prices achieved are, on average, 17% ahead of the original acquisition values. The company remarks that the final 
13 residential units will be sold shortly. HBRN notes that it had cash balances of €63m at 31st December 2015 and had 
not drawn down on its new €400m debt facility at that date. 
 
John Cronin │Research Analyst│+353 1 421 0494│john.cronin@investec.ie 
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Equities: REITs – SCSI forecasts 12% increase in office rents in 2016   

 
The Society of Chartered Surveyors Ireland (“SCSI”) in its 2016 outlook, forecast that rents for prime Dublin office and 
stores will increase by 11.7% over the course of 2016. It notes that this follows 24% growth in Grade A Dublin offices rents 
in 2015. SCSI projects that the value of office development will rise by 16% this year (following a 27% increase in 2015). 
The SCSI notes that Dublin office rents averaged €52 per sq ft at the end of 2015, slightly below CBRE’s figures and 
DTZ’s figures (both say €55 per sq ft). 
 
Interestingly, SCSI believes that supply constraints will send the cost of renting offices in Dublin “soaring” again this year 
with Brian Meldon, Chair of the Commercial Group at SCSI stating that “while some respondents are anticipating an 
increase in supply in 2017, no new office space has been delivered to the Dublin market for the last five years and as a 
result demand continues to surpass supply”. A separate report from DTZ Sherry Fitzgerald (“DTZ”) showed that 
occupation levels in the Dublin office market are running at their highest level since 2007. Approximately 300,000 sq m of 
office accommodation was taken up across the four regional office markets during 2015, with occupier demand running 
25% higher relative to the 10-year average. 
 
On the retail side of the market, the chartered surveyors said rents on Dublin’s Grafton St increased by almost 18% last 
year. Dublin zone A rents rose 16.8% to €5,247 per sq m and a further increase of 11.5% is forecast for 2016. 
 
John Cronin │Research Analyst│+353 1 421 0494│john.cronin@investec.ie 
 
 
Equities: Smurfit Kappa - Strong results and moving to London   

 
Q4 results are solid and slightly above consensus expectations, driven by a strong performance in Europe. Importantly 
today, SKG has announced that 1) it is to seek a Premium Listing in London with the potential for FTSE Indices inclusion 
and 2) its CFO, Ian Curley, is to step down from the company on 31 March 2016 and will be replaced by Mr Ken Bowles, 
the current Group Financial Controller. 
 
Q4 EBITDA was +10.5% yoy to €326m vs consensus (all company provided) on €323m. Europe EBITDA was +9.7% to 
€238m, with organic volumes +3% (Q3 +3%) and the margin up 90bps to 15.4%. Americas EBITDA was +6.0% to €89m. 
For FY15 Group EBITDA was +2% to €1,182m vs consensus on €1,179m. Adj. EPS grew 21% to 197.3c consensus on 
188c. Underlying ROCE came in at 15.1% vs 15.0% in FY14. FY FCF was €388m,up €26m yoy. LTM net debt/EBITDA 
was 2.6x vs 2.6x in Q315. 
 
For 2016 management has indicated that it expects to deliver good earnings growth with demand remaining strong into 
Q1. The Recycled Containerboard market is expected to remain “structurally balanced through 2016”, while good demand 
and some closures is expected to provide a “counterweight” to recent Kraftliner pricing weakness. 
 
Gerard Moore │Head of Research │+353 1 421 0463│gerard.moore@investec.ie 
 
 
Equities: INM – Purchase of Greer Publications to complete in March   

 
Magazine group Greer Publications will reportedly be acquired by INM next month, according to the Irish News. Greer 
Publications runs four key titles: Ulster Business, Ulster Grocer, Hospitality Review NI and Northern Woman. The paper 
reports that the take-over deal has been under discussion since last October. The Greers family will retain control of 
CarSport, Garage Trader and construction magazine Specify. 
 
The potential purchase by INM is in line with their strategy of finding strategic businesses that help the group expand its 
group brand, online presence and event marketing opportunities. 
 
Gerard Moore │Head of Research │+353 1 421 0463│gerard.moore@investec.ie 
 
  

file:///C:/Documents%20and%20Settings/aclark/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/RGLA6XLD/info@investec.ie


   
 

 
 
 

  Wednesday, 10 February 2016 

 

5 
Contact Details:  

Economics +353 1 421 0496   Currency +353 1 421 0091   Equities +353 1 421 0463 www.investec.ie   capitalmarkets@investec.ie  

To view the full range of Investec Research & Insights, go to www.investec.ie/research 

 
Disclaimer 
 

Investec Bank p.l.c. (Irish branch) (“Investec”) has issued and is responsible for production of this publication. Investec Bank plc (Irish Branch) is 
authorised by the Prudential Regulation Authority in the United Kingdom and is regulated by the Central Bank of Ireland for conduct of business rules. 
Investec Bank p.l.c.  is a member of the London Stock Exchange and the Irish Stock Exchange. 
 

This publication should be regarded as being for information only and should not be considered as an offer or solicitation to sell, buy or subscribe to any 
financial instruments, securities or any derivative instrument, or any other rights pertaining thereto (together, “investments”). Investec does not express 
any opinion as to the present or future value or price of any investments referred to in this publication. This publication may not be reproduced without 

the consent of Investec.  
 
The information contained in this publication has been compiled from sources believed to be reliable, but, neither Investec, nor any of its directors, 

officers, or employees accepts liability for any loss arising from the use hereof or makes any representations as to its accurac y and completeness. The 
information contained in this publication is valid as at the date of this publication. This information is subject to change without notice, its accuracy is not 
guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the matters discussed herein.  

 
This publication does not constitute investment advice and has been prepared without regard to individual financial circumstances, objectives or 
particular needs of recipients. Readers should seek their own financial, tax, legal, regulatory and other advice regarding the appropriateness or 

otherwise of investing in any investments or pursuing any investment strategies. Investec operates exclusively on an execution only basis.  
 
An investment in any of the investments discussed in this publication may result in some or all of the money invested being lost. Past performance is not 

a reliable guide to future performance. To the extent that this publication is deemed to contain any forecasts as to the perf ormance of any investments, 
the reader is warned that forecasts are not a reliable indicator of future performance. The value of any investments can fall as well as rise. Foreign 
currency denominated investments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income 

of such investments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to substantial risk and 
are not suitable for all investors. 
 

Investec (or its directors, officers or employees) may to the extent permitted by law, own or have a position in the investments (including derivative 
instruments or any other rights pertaining thereto) of any issuer or related company referred to herein, and may add to or dispose of any such position or 
may make a market or act as a principal in any transaction in such investments or financial transactions. 

 
Investec’s conflicts of interest policy is available at http://www.investec.ie/legal/uk/conflicts-of-interest.html. 
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