
R

C AN T O R  F I TZ G E R AL D  I R E L AN D  L T D 1  

Monday, 23rd May 2016 

N
E

W
S

 

We expect equities will continue to retain a downside bias this week. Although the S&P held key support at the end of last 

week’s trading, minutes from the last Fed meeting indicated a higher possibility of an interest rate hike in June than had 

been priced in by the market. As such, the resulting rally in the dollar has placed pressure on the commodity markets and 

equities alike. The hawkish nature of the minutes should put extra focus on the Non-Farm Payrolls on June 3rd, the final 

unemployment reading prior to the Fed’s next meeting.  

Elsewhere this week are several key economic data points from Europe, including PMI and Consumer Confidence, German 

ZEW and IFO expectations, UK GDP, and US Durable Goods, GDP and University of Michigan Consumer Sentiment. 

We continue to believe that on-going Quantitative Easing in Europe, and the superior valuations in the region make its 

equities more attractive than those of the US and UK, and we retain a preference for stocks with strong dividend yields and 

company specific earnings drivers. David Donnelly | Senior Investment Analyst  

Equities Commentary  

ICG has faced two key headwinds over the past 3 months; firstly rising oil prices and secondly, a weakening Sterling Pound 

associated with BREXIT risks. Last week, the Fed hinted that it may raise rates in June which in turn has supported the US Dollar. 

This renewed USD strength may weigh on Oil prices over the near term which is a boon for ICG given its un-hedged stance on fuel 

costs. Secondly, the latest BREXIT polls suggests the “In” camp has taken a sizeable lead, which has supported sterling. This also 

reduces the likelihood of a collapse in trade between Ireland and the UK if a BREXIT were to occur which would significantly impact 

ICG’s business. It is rare that both the Pound is strengthening while Oil prices are selling off simultaneously. 

 

There was a muted response to ICG’s Q1/16 results despite showing impressive YoY gains across all divisions. We expect trading for 

the remainder of 2016 will be very strong driven by the ongoing Irish economic recovery, and potential renewed Sterling Pound 

strength if the market begins to price out the possibility of a BREXIT. ICG is a highly cash generative business and saw continued 

deleveraging of its balance sheet during Q1/16 with Net Debt falling by €18.4m since Dec’15 to €25.9m as of Apr16. We think the 

company can be debt free before the end of 2016 despite management actively acquiring second hand LoLo and passenger ferries 

which have been successfully chartered out. Management estimates that for each €1 in new revenue 75% drops through to the 

bottom line as fuel, staff and port charges remain fixed. We feel ICG looks attractive at current market levels, which is trading at 14x 

FY16e earnings and has the potential to positively re-rate . We think it could ultimately re-test all time highs at €5.60 and potentially 

break above now that BREXIT overhangs have been reduced. We are confident in management’s ability to source and acquire 

second hand vessels at attractive valuations which will be chartered out, which will continue to support earnings growth. ICG offers a 

dividend yield of 2.4% for FY16e. Stephen Hall, CFA | Investment Analyst  

 

 ICG –  Attractive entry point for a strong investment case            Closing Price: €5.12 

Key Metrics 2016e 2017e 2018e 

Revenue (€’m) 340.7 353.3 364.5 

EPS (€’c) 36 39 41 

P/E 14.2x 13.1x 12.5x 

Div Yield 2.35% 2.35% 2.55% 

        
Share Price 
Return 1 Mth 3 Mth YTD 

ICG -3.1% 7.7% -6.9% 

ISEQ -1.4% 1.1% -9.3% 

Source: Bloomberg 
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Though Bank of Ireland (BOI) faces several specific headwinds, including the uncertainty surrounding a possible BREXIT, and the 

negative impact it would have on it’s UK denominated profits and the translation effect of UK mortgages into its euro denominated 

balance sheet. Its Standard Variable Rate (SVR) currently stands at 4.5%, well above AIB at 3.4% and KBC at 3.2%, and significantly 

above the Eurozone average of c. 2%. BOI will likely continue to face increased political pressure and media attention to cut its SVR 

rates for existing and new customers which will impact profitability. However, BOI remains focused on its fixed rate mortgage offering, 

which accounts for two thirds of all new mortgages written. Our model suggests that a 25bps SVR cut reduces Net Income by €20m 

on a full year basis. Ultimately, we believe the recent negative sentiment is currently reflected in BOI’s share price which trades at 

0.9x FY16e Price/ Book and 7.4x FY16e Price/ Earnings. We see 47.6% upside potential to our 12 month target price at 35c and 

believe management will re-instate its dividend policy in FY16e given that the bank has returned to sustainable profitability, initially 

paying 0.9c per share which is a 3.7% dividend yield.   

Stephen Hall, CFA | Investment Analyst  

 

  

 Bank of Ireland –  Reiterate Positive Outlook                   Closing Price: €0.247 

Weekly Trader Monday, 23rd May 2016 

PayPal held its first investor day since its split  from eBay last year. The focus of the day was highlighting the company’s shift from 

merely a payment function for e-commerce, to a full service payments platform, offering services across almost the entire payments 

spectrum. Management is focused on enticing consumers to use the platform on a daily basis, and the improving trends in user 

engagement and Total Payment Value over recent quarters highlights a move in the right direction.  

Management also reiterated its outlook for mid-20% growth over the medium  term, and to more than double Total Payment Value (the 

measure of how much the platform is being used) to over $600bn over the next four years. 75% of operating expenses are fixed; as a 

result increasing amounts of payment handling should have a material uplift to the bottom line. PayPal is accepting a lower margin from 

large retailers in the short term in order to increase adoption rates and establish the brand as the “de facto” name in online and mobile 

payments. We view this strategy as highly sensible in order to maintain its dominant position within the market place. The shares are 

trading on 14.7 FY16e EV/EBITDA, highly attractive for a company at the leading edge of a rapidly growing sector.  

David Donnelly | Senior Investment Analyst  

 PayPal–  Investor Day highlights multiple growth avenues         Closing Price: $37.53 

Key Metrics 2016e 2017e 2018e 

Revenue (€’bn) 3.12 3.19 3.31 

EPS (€’c) 2.4 2.7 2.8 

P/B 0.90x 0.84x 0.80 

Div Yield 2.44% 4.47% 6.10% 

        

Share Price Return 1 Mth 3 Mth YTD 

Bank of Ireland -2.0% -2.8% -29.0% 

ISEQ -1.4% 1.1% -9.3% 

Source: Bloomberg, CFI 

Key Metrics 2016e 2017e 2018e 

Revenue ($’bn) 10.7 12.4 14.2 

EPS ($) 1.5 1.8 2.0 

P/E 25.2x 21.3x 18.4x 

Div Yield 0.00% 0.00% 0.00% 

     

Share Price Return 1 Mth 3 Mth YTD 

PayPal -5.0% 3.7% 4.0% 

S&P -2.6% 6.4% -0.2% 

Source: Bloomberg                                                                                                                                                                                                                                                                     
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Ryanair reported Full Year 2016 results this morning, which saw total revenue increase 16% YoY to €6.4bn. Net Income increased 

43% to €1,242m, which was 1.3% ahead of the upper end of management’s guidance range of €1,175m - €1,225m.  Ryanair carried 

106.3 million passenger in FY16 with a full year load factor of 93%. Management expects FY17’s load factor to remain constant at 

93%, however it has raised its guidance on the expected number of passengers carried in FY17 to 116 million passengers from 113 

million, which is a 9% increase YoY.   

 

On its outlook, management guided a Net Income range of €1,375m - €1,425m for FY17 which suggests 14.7% growth YoY at the 

upper end of the guidance. This was below the 19.9% EPS growth previously expected by the market, however Ryanair’s management 

tends to err on the side of caution on guidance which may leave room for potential earning beats in the future. Management expects a 

very soft pricing environment in FY17 due to higher capacity increases and as competitors pass on fuel costs savings to customers in 

an effort to defend market share from Ryanair. Management expects FY17 yields to decline by 7% YoY, with yields falling 5%-7% in 

H1/17 and by between 10% - 12% in H2/17. Ryanair remains attractively valued in our view, trading at just 11.8x FY17e earnings. It is 

a hugely cash generative business, with an operating free cash flow yield of 8.6% in FY16. Ultimately, despite softer earnings guidance 

for FY17, we had previously felt excess negativity had been reflected in its share price. In the near term, weaker oil prices, stronger 

Sterling Pound and a solid set of results could lead to a potential re-rating in the stock. Stephen Hall, CFA | Investment Analyst  

 

 

 Ryanair - Full year results                        Closing price: €13.21 

Weekly Trader Monday, 23rd May 2016 

Key Metrics 2016e 2017e 2018e 

Revenue (€’bn) 6.6 6.8 7.3 

EPS (€) 0.95 1.15 1.34 

P/E 13.6x 11.4x 9.7x 

Div Yield 2.09% 0.87% 0.00% 

        

Share Price Return 1 Mth 3 Mth YTD 

Ryanair -0.4% -7.0% -12.2% 

ISEQ -1.4% 1.1% -9.3% 

Source: Bloomberg                                                                                                                                                                                                                                                                     

 Fund Focus - Absolute Return and Corporate Investment Grade Bonds          PIMCO Closing NAV: €12.41 

Given heightened uncertainty regarding the outcome of the Brexit referendum, potential for Fed rate hikes as early as June, Greek 

Debt negotiations and the US Presidential election race, we continue to see merit in diversifying portfolios into high grade bonds and 

alternative, volatility reducing funds. The PIMCO GIS Global Investment Grade Credit fund offers low to medium risk investors a 

compelling yield of c.3.78%. This fund is an actively managed portfolio that invests at least two-thirds of its assets primarily in 

investment grade global corporate and credit instruments. We continue to like this fund for its tactical sector positioning and the value 

potential in corporate bonds given the spreads in yields relative to core government bonds.  

The BNY Mellon Absolute Return fund aims to deliver a return over 5 years before fees of 4% above that currently offered on cash 

deposits. The return on cash is measured by the 1 month EURIBOR rate. In order to achieve this, the funds invests in a broad array of 

assets, and does not operate under any restrictions, thereby allowing it to adjust positioning to best suit the prevailing market 

conditions. The benefit to investors is that their funds are being actively managed by a professional fund manager who has a mandate 

for steady growth in the medium term. Investors also benefit from the funds diversification across asset classes. 

David Donnelly | Senior Investment Analyst  *Pimco Price Chart Below 

 

 

Key Metrics PIMCO Fund 

Currency EUR 

Fund Size (mil) 14,730 

Risk Rating Low to Medium Risk 

Ongoing Charge 0.49 

Yield 3.79% 

PIMCO  
Price Return YTD 1 Year 3 Year 

Performance* 3.53% 2.17% 2.47% 

Source: Bloomberg 
*Annualised                                                                                                                                                                                                                                                                   
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 This Weeks Market Events 

Weekly Trader Monday, 23rd May 2016 

Monday Tuesday Wednesday Thursday Friday 

Corporate Corporate Corporate Corporate Corporate 

Ryanair - FY16 AIB - IMS 
Datalex - AGM & Q1 
Hibernia REIT - Prelims 

HP - Q2 
Marks & Spencers -FY16 

Splunk - Q1 N/A 

Economic Economic Economic Economic Economic 

Germany - Markit/ BME 
Composite PMI 

EU - Markit EZ Composite 
PMI 

EU - Consumer 
Confidence 

 

Germany - GDP 
Germany - ZEW Survey 

Expectations 
 

Germany - IFO 
Expectations 

UK - GDP 
US - Durable Goods 

Orders 

Germany - Retail Sales 
US - GDP Price Index 
US - Core PCE  
US - U. of Michigan 

Sentiment 

 Upcoming Events 

30/05/2016 N/A 

31/06/2016  Aryzta - Q3 

01/06/2016  N/A 

02/06/2016  IN&M - AGM, RPC Group - FY15 

03/06/2016  N/A 

 Ex Div Dates 

23/05/2016  Carrefour - €0.70, Intesa Sanpaolo - €0.14 

24/05/2016  JCDecaux - €0.56 

25/05/2016  Perrigo - $0.145, Societe Generale - €2.00 

26/05/2016  Britvic - GBp7, DCC - GBp 64.18, Datalex - $0.04, IFG - GBp 3, ICG - (€) 7.387c, 

27/05/2016  N/A 

06/06/2016 N/A 

07/06/2016  N/A 

08/06/2016  N/A 

09/06/2016  Lufthansa - Traffic Stats 

10/06/2016  N/A 
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Weekly Trader Monday, 23rd May 2016 

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. 

Download 

Other Cantor Fitzgerald Publications 

 

Monthly Investment Journal 

Each month our Private Client and Research departments collaborate to issue a publication which 
highlights the performance of our flagship products, funds and our core portfolio, including the Green 
Effects fund, most recent Private Equity deals and structured product investment opportunities. 

Download  

Cantor 20 Fund Range 

The Cantor20 fund range is a selection of funds that could compliment clients’ investment portfolios 
and enhance diversification. The funds selected undergo a comprehensive screening process by our 
investment committee. 

Click here for more information 

Q2 |16 Outlook 

As Central Bank policy diverges, we examine the opportunities across asset classes in 2016, particu-
larly those of the Eurozone. 

Download 

Investor Podcast Series 

Cantor Fitzgerald Ireland regularly publishes updates to our Investor Podcast Series. Each podcast 
provides a timely review and analysis of the investment landscape and features contributions by sen-
ior analysts and portfolio managers.  

To listen to the latest in our Investor Podcast Series click here 

http://www.cantorfitzgerald.ie/research_dailynote.php
http://www.cantorfitzgerald.ie/reports/CFIMayInvestmentJournal.pdf
http://www.cantorfitzgerald.ie/investment_funds_home.php
http://www.cantorfitzgerald.ie/documents/Q2_Outlook_2016.pdf
http://www.cantorfitzgerald.ie/Podcast.php
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Dublin: 75 St. Stephen’s Green, Dublin 2. Tel: +353 1 633 3633. 

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

Twitter: @cantorireland 

Cantor Fitzgerald Ireland Ltd is regulated by the Central Bank of Ireland. Cantor Fitzgerald Ireland Ltd is a Member Firm of The Irish Stock 
Exchange and The London Stock Exchange.. 

R

Regulatory Information                                                 
Issuer Descriptions: (Source: Bloomberg) 

ICG: Irish Continental Group plc markets holiday packages and provides passenger transport, roll-on and roll-off freight transport and container lifton 
and lift-off freight services between Ireland, the United Kingdom and Continental Europe.  

Bank of Ireland: Bank of Ireland provides a range of banking, life insurance and other financial services to customers in Ireland and United Kingdom. 
Services include branch banking, personal and business loans, loan insurance, mortgages, foreign exchange, correspondent banking, credit cards and 
stockbroking.  

PayPal: PayPal Holdings Inc operates as a technology platform company that enables digital and mobile payments on behalf of consumers and mer-
chants. The company offers online payment solutions. PayPal Holdings serves customers worldwide.  

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

PIMCO Global Investment Grade Credit Fund Inst - Inc: The Global Investment Grade Credit Fund is an actively managed portfolio that invests at 
least two-thirds of its assets in primarily investment grade global corporate and credit instruments. Portfolio duration may vary within two years of the 
benchmark and the fund may tactically invest up to 15% of assets in below-investment grade issues.  

BNY Mellon Absolute Return Equity: A total return comprised of long-term capital growth and income by investing in company shares (i.e. equities) 
and similar investments.  

Historical Record of recommendation 

ICG: We have been positive on ICG’s outlook, since 07/03/13 and no change has been made to our recommendation since then  

Bank of Ireland: We have been positive on the outlook for Bank of Ireland since 27/07/15 changing our recommendation to Outperform from Market 
Perform.  

PayPal: We added PayPal to our Core Portfolio on the 20/07/15 and have an Outperform outlook on the stock.  

Ryanair: Ryanair was added to the Core Portfolio at inception in and have had an Outperform recommendation since then.  

Aryzta: We have downgraded our recommendation for Aryzta to Underperform from Outperform on 21/03/2016. 

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

Date of distribution 

The first date of distribution is the same date as this report unless otherwise specified. 

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 
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 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. 
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 evaluation 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 encour-
age 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 either from your CFIL investment adviser or another investment adviser. 

CFIL takes all responsibility to ensure that reasonable efforts are made to present accurate information but CFIL gives no warranty or guarantee as to, and do not accept 
responsibility for, the correctness, completeness, timeliness or accuracy of the information provided or its transmission. This is entirely 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, de-
mands 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 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 research note has not been disclosed to the covered issuer(s) in advance of publication. 

Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up.  Investments denominated in foreign currencies 
are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the investments, sale proceeds, and on dividend or interest income. The 
income you get from your investment may go down as well as up. Figures quoted are estimates only; they are not a reliable guide to the future performance of this invest-
ment. 

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 revenues 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 contained 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; 

http://www.cantorfitzgerald.ie/support_mifid.php 
Analyst Certification 

Each research analyst responsible for the content of this research note, in whole or in part, certifies that: (1) all of the views expressed accurately reflect his or her personal 
views about those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed by that research analyst in the research note.   
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