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European indices opened lower this morning, following a weaker session in Asia overnight, where a rebound in the Yen 

saw Japanese indices drag the rest of Asia lower. The proposed economic stimulus from the Japanese government 

has put pressure on the Bank of Japan to react with more stimulus of its own, making tonight’s meeting even more 

important. As expected the Fed left rates unchanged overnight, despite stating economic risks have diminished. A rate 

hike is now not fully priced in before 2018, which saw the dollar’s losses continue. The Presidential race in the US is 

heating up, as President Obama pledged his support to Clinton at the DNC last night. On the economic front, we have 

consumer confidence from the EU at 10:00 (Survey -7.9, Prior -7.9), and CPI data out of Germany at 13:00 (Survey 

0.30%, Prior 0.30%). Tomorrow core portfolio stocks, Bank of Ireland and Exxon Mobil release results, along with 

Barclays, Chevron, HeidelbergCement and IAG.   
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News  

Facebook posted another exceptionally strong quarterly performance last night with the shares up 5% in after-hours trading. 

Revenues were up 59% to $6.44bn, 7% ahead of expectations for $6bn, while EPS was 97c against 82c expected, an 18% beat.  

 

Comment 

These are another set of very strong numbers from our 2016 conviction call, with Facebook remaining at the forefront of a change 

by which we as consumers view media and communicate with friends and family.  Mobile ad revenues were again the catalyst, with 

a 9% beat, coming in at $5.24bn vs. $4.8bn expected, and up 81% YoY. Mobile ad revenue now accounts for 84% of total 

revenues.  Videos and Instagram which weren’t expected to make significant impacts until H2 also contributed to the 

outperformance, although management are yet to split this out. Monthly active users came in at 1.71bn with 1.58bn on mobile and 

1.13bn daily active users. Average revenue per person was also up to $3.82 from $3.32, while outperformance in its core 

Facebook site has allowed the company to take its time in monetising its other offers as Instagram begins to make an impact, with 

Messenger, Whatsapp and Oculus still to contribute to earnings. Management did say that growth rates would likely decline in its 

outlook due to strong comparatives given its outperformance over the last 12 months but our investment basis remains firmly intact 

and we reiterate our outperform rating on the shares. 

 

Shane Kelly | Investment Analyst 
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Facebook (Outperform)    Previous Close:  $123.34 

  

News  

Royal Dutch Shell posted weaker than expected earnings this morning with adjusted net income of $1.05bn, below analyst 

expectations for $2.16bn. The decline comes as the sector continues to face challenges despite the rebound in oil from January 

lows, with Job cuts, capex reductions and tighter margins in refining all impacting performance. 

 

Comment 

Shell’s downstream operations continued to be the catalyst although the tighter refining margins contributed to a 39% decline in 

profits to $1.8bn. Upstream operations continued to struggle with second quarter production of 3.5m barrels of oil equivalent a day, 

below analyst estimates for 3.63m. The company’s loss from oil and gas production widened to $1.3 billion in the quarter from $469 

million a year earlier. Management also remained cautious on its Q3 outlook, citing continued cuts in production and highlighted 

potential security issues in some of the regions where it operates as a potential headwind. Despite this, it confirmed a quarterly 

dividend of 47c and offers a 2016e dividend yield of 7%. 

Shane Kelly | Investment Analyst 

 

RD Shell (Outperform)    Previous Close:  GBp2,105.0 
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News  

Lloyds underlying business performed strongly in H1/16 reporting an underlying Profit Before Tax (PBT) of £4.16bn, 2.5% ahead of 

analyst’s expectations in the lead up to the Brexit referendum. The bank proposed an interim dividend of 0.85p; the market was 

expecting between 0.75p to 0.9p, so it came in towards the upper end of expectations. Management remains extremely focused on 

tight cost controls, and it is looking to cut an additional 3,000 jobs and close 200 more branches, bringing total job cuts to 12,000. 

Management expects to strip out £1.4bn of additional expenses by the end of 2017, which is a £400m increase from its original 

target. However, management doesn’t expect to hit its 45% cost/income ratio target until 2019, previously 2017.  

 

Comment 

Net Interest Margin remained strong in Q2/16 at 2.74%, in-line with Q1/16 and management maintained its guidance for the year at 

2.70%. It reported a Return on Equity of 8.3%. Management downgraded its organic capital generation target by 40bps to 160bps 

from 200bps for 2016. It remains cautious on its outlook following the UK’s decision to leave the European Union and the stock has 

opened lower this morning on the back of management’s cautious stance. Lloyds is operating in a difficult environment with 

significant economic uncertainty surrounding the recent Brexit referendum which could impact business and consumer confidence 

and ultimately impact the demand for credit or lead to a deterioration in asset quality. The Group currently trades at 0.9x 2016e 

Price/ Book and consensus 12 month target price is 62p. However, the underlying business remains strong and upcoming 

economic data in the UK will drive sentiment in the near term and we remain holders of the stock.  

 

Stephen Hall, CFA | Investment Analyst 

 

Lloyds (Outperform)    Previous Close: GBp55.75 

  

News  

AIB released a solid set of H1/16 results this morning despite Profit Before Tax (PBT) declining to €1,017m in H1/16 from €1,225m 

seen in H2/15. Profitability was boosted by a one-off sale of Visa Europe of €272m and provision write-backs of €214m (€540m in 

H1/15). Other income declined marginally to €193m from €207m in H1/15. Net Interest Margin (NIM) rose by 16bps to 2.08%, 

driven by lower funding costs and stable asset yields. Operating expenses rose 5% to €677m. The Group has completed €408m of 

its €870m investment programme to date as the Group looks to streamline its operations. Total costs were €725m including €48m 

of regulatory costs.  

 

Comment 

The Group reported new lending growth of 8% YoY to €3.9bn and held a 34% market share of new mortgage lending  in Ireland in 

H1/16. The Group continues to strengthen its capital base, reporting a transitional CET1 ratio of 15.5% and 13.5% on a fully loaded 

basis and is generating capital organically. Asset quality continues to improve, with Non-Performing Loans (NPLs) declining a 

further €1.8bn to €11.3bn, down 61.4% from peak NPL level seen in Dec’13. Its cost/income ratio was 55%, and management is 

still targeting 50% by 2018. The Group’s pension deficit now stands at €500m. Overall positive set of results, which  should be a 

strong read across for the whole Irish financial sector.  

Stephen Hall, CFA | Investment Analyst 

 

AIB (Underperform)    Previous Close:  €6.531 
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Other Cantor Fitzgerald Publications 

Weekly Trader 

On Mondays, we release our Weekly note in which we provide a view on Equity markets for the 
coming days, and highlight a number of Equities which we believe provide exposure to the important 
themes unfolding in the markets. Our in-house Investment Committee meet on a weekly basis to 
craft this strategy, thereby allowing clients to dynamically position portfolios to take advantage of the 
most up to date market developments. 

Download 

 

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 

 

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 
senior analysts and portfolio managers. 

To listen to the latest in our investor Podcast series click here 

 

http://www.cantorfitzgerald.ie/research_weeklytrader.php
http://www.cantorfitzgerald.ie/reports/CFI_July_InvestmentJournal.pdf
http://www.cantorfitzgerald.ie/reports/CFI_July_InvestmentJournal.pdf
http://www.cantorfitzgerald.ie/investment_funds_home.php
http://www.cantorfitzgerald.ie/Podcast.php
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Dublin: 75 St. Stephen’s Green, Dublin 2, Ireland. Tel: +353 1 633 3800. Fax : +353 1 633 3856/+353 1 633 3857 

Cork: 45 South Mall, Cork. Tel: +353 21 422 2122. 

Limerick: Theatre Court, Lower Mallow Street, Limerick. Tel: +353 61 436500.  

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

 

Regulatory Information 
Issuer Descriptions: (Source: Bloomberg) 

Facebook: Facebook Inc. operates a social networking website. The Company's website allows people to communicate with their family, friends, 

and coworkers. Facebook develops technologies that facilitate the sharing of information, photographs, website links, and videos. Facebook users 

have the ability to share and restrict information based on their own specific criteria.  

Royal Dutch Shell: Royal Dutch Shell PLC, through subsidiaries, explores for, produces, and refines petroleum. The Company produces fuels, 

chemicals, and lubricants. Shell owns and operates gasoline filling stations worldwide. 

Lloyds: Lloyds Banking Group plc, through subsidiaries and associated companies, offers a range of banking and financial services. The Company 

provides retail banking, mortgages, pensions, asset management, insurance services, corporate banking, and treasury services.  

AIB: Allied Irish Banks plc (AIB) attracts deposits and offers commercial banking services. The Bank offers mortgage, automobile, business, plant 

and equipment purchase, and lease financing loans, investment banking, securities brokerage, asset management and treasury services, and 

discounts invoices. AIB operates in Ireland, the United Kingdom, and the United States. 

Historical Record of recommendation 

Facebook: We have been positive on the outlook for Facebook, and it was added to the core portfolio on the 11/05/2015 and no changes to our 

recommendation have been since.  

Royal Dutch Shell: We have been positive on Core Portfolio stock, Royal Dutch Shell, since 20/05/13 and no change has been made to our 

recommendation since then. 

Lloyds: We have been positive on Core Portfolio stock, Lloyds, since 01/03/14 and no change has been made to our recommendation since then. 

AIB: We have an Underperform recommendation for AIB since 24/03/14 and no changes have been made to this rating in the last 12 months. 

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 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 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, 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 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 investment. 

Conflicts of Interest & Share Ownership Policy 

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

