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31.07.15 

Today’s Treasury Events 

10.00 EC CPI July 

10.00 EC Unemployment 

13.30 US Chicago PMI 

Upcoming Equity Events 

31.07 Bank of Ireland H115 

06.08 Kerry Group H115 

07.08 Allied Irish Bank H115 
 

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 0.58 -0.06 

LIBOR USD 3M 0.30 4.62

EURIBOR 3M -0.02 -37.50 

Gold ($) 1081.90 -7.72 

Brent oil ($) 52.84 -16.91 

Natural Gas ($) 2.78 -2.32 

Copper ($) 237.20 -9.29 
 

FX rates Last

1.0932

0.7025

1.5034

1.4249

1.0561

135.8700

1.6671

13.9506

1.5561

1.4235

EUR/USD

EUR/GBP

EUR/AUD

EUR/CAD

EUR/CHF

EUR/JPY

EUR/NZD

EUR/ZAR

GBP/USD

GBP/EUR
 

Indices Last 1m chg %

ISEQ 6,467   4.90

EUROSTOXX 3,586   4.72

FSTE 100 6,684   2.50

S&P 500 2,109   2.21

Top 5 Irish Equities Last 1m chg %

CRH PLC 26.93 6.34

Ryanair Holdings PLC 12.38 4.74

Kerry Group PLC 68.22 2.60

Bank of Ireland 0.38 3.87

Smurfit Kappa Group 27.43 10.99

 
 

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 Q2'15 Q3'15 Q4'15 Q1'16 Support Resistance

EUR/USD 1.1000 1.0800 1.0600 1.0600 1.0890 1.0970

EUR/GBP 0.7100 0.7000 0.6900 0.6750 0.6985 0.7040
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Currency news: Euro on the back foot as Greece hits the headlines again 

 
Greek political developments: The single currency was under pressure for most of yesterday after the SYRIZA central 
committee meeting. The co-ruling party now looks to be heading to an emergency congress session in September, with 
the view to potentially heading to an Autumn election. However the Greek PM, facing a backlash amongst his party has 
also put on the table the option of a referendum on the bailout this Sunday; it is not clear as yet if this will go ahead. 
Clearly, if this does and the vote does not support the terms of Mr Tsipras’ bailout pre-agreement reached earlier this 
month, we could see Greece forced into political chaos again (a new technocrat government and/or earlier elections). 
Note that the authorities are seeking to have the bailout details, on which work is now underway, sewn up and signed off 
well in advance of a 20 August ECB repayment due. There are numerous reports already that this deadline will be missed 
and another bridging loan needed and clearly further Greek political chaos would make this all the more likely.  
 
IMF out of Greek bailout support: The IMF board has been told that it cannot join the next Greek rescue. The FT has 
revealed a "strictly confidential" summary of Wednesday's IMF board meeting. According to the document, the IMF is set 
to participate in policy discussions, but will not financially support another bailout until Greece has 'agreed on a 
comprehensive set of reforms' and eurozone policymakers have 'agreed on debt relief'. A deal is possible without IMF 
funds, but this adds another layer of complexity to negotiations, raising the risk that the proposed €86bn bailout will not be 
unlocked before the August 20 deadline. 
 
Up today: First up is the EZ first estimate of July inflation (HICP), markets aren’t expecting any divergence from the 
previous headline number of 0.20% and core at 0.80%. EZ unemployment data is also due with a still high but slowly 
improving 11% print expected. Stateside we will get a look at the Q2 employment cost index with the July Chicago PMI 
and Michigan consumer sentiment index finishing off the week. 
 
Currency thought of the day: Q1 GDP revisions keep Fed on track 

 
The first of a string of major data releases before the next FOMC meeting was yesterday’s advanced Q2 GDP reading. 
The advance Q2 GDP estimate modestly undershot expectations at 2.3% (saar) (consensus 2.5%), however this was 
more than offset by revisions which pointed to Q1 now standing at +0.6%, rather than -0.2%. Within these numbers, 
consumer spending was seen bouncing back reaching an annualised growth pace of 2.9% in Q2 (1.8% in Q1) and with 
final sales at 2.4% (from -0.2% in Q1). Overall we suspect these figures, which the Fed would probably have seen ahead 
of Wednesday night’s policy announcement, will have been viewed by the FOMC in a relatively positive light. This is 
particularly so when one notes that the PCE inflation bounced back to 2.2% from -1.9% in Q1. 
 
The revisions also repeat a pattern from Q1 of last year, where Q1 GDP consistently disappointed before a final positive 
revision released with Q2 figures gave an unexpected boost along with the advanced figures in July. Last year it was Q1 
GDP coming in at 0.1% vs an initial expectation of 1.2%, falling to -2.9% in the third print before an upward revision of 
80bps in the revised figures. This year, Q1 GDP initially came in at 0.2% vs an expectation of 1%, falling as low as -0.70% 
in the second print, before being revised back up to +0.60% yesterday. Moral of the story, don’t overreact to early Q1 
GDP prints in the US. 
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Economics: National accounts point to spectacular Q1 GDP growth and upward revisions to 2014 growth statistics 

 
Detailed national accounts for Ireland published by the CSO yesterday show that GDP grew by 1.4% q/q (+6.5% y/y) in 
Q1 2015. While GNP was -0.8% q/q due to an increase in factor income inflows, it was still +7.3% y/y. Additionally, 2014 
Irish GDP and GNP growth grew were revised upwards to 5.2% and 6.9% respectively (preliminary figures: +4.8% and 
+5.2%), cementing Ireland’s status as the fastest growing eurozone country by a significant margin. The revised figures 
now record all trade in aircraft by an Irish resident with the rest of the world as imports and exports of goods. 
 
On the expenditure side of the accounts, personal consumption (which accounts for c.60% of domestic demand) rose by 
3.8% y/y, government expenditure increased by 5.9% y/y, capital investment was up 4.0% y/y, exports were +13.2% y/y 
and imports were +7.0% y/y. 
 
Balance of Payments data also released yesterday by the CSO show that the current account surplus was €1.6bn in Q1 
2015 in comparison to a deficit of €600m in the same period last year. The increase in the current account balance, largely 
driven by net goods exports, brings the surplus to 3.3% of GDP. A merchandise surplus of €14.2bn more than offset an 
invisibles deficit of €12.5bn. 
 
On the fiscal finances, the CSO reported that GGD / GDP stood at just 104.7% at end Q1 2015 while Net Debt / GDP was 
86.3% at the same date. These ratios have been boosted due to a larger denominator now that upward revisions to GDP 
in the order of €4bn have been applied. 
 
All in all, notwithstanding the latest multinational related distortions (caused by the inclusion of aircraft leasing in the data), 
these figures confirm a further significant improvement in the underlying performance of the Irish economy. This is not a 
surprise given readings from a host of economic releases for 
Q1 such as retail sales data, Exchequer Returns and the Investec PMIs for Ireland. The macroeconomic recovery is 
accelerating and Ireland now enjoys a growth rate substantially ahead of other eurozone countries. Given the buoyant 
growth seen in Q1 and the encouraging trends observed in the economy since then, we anticipate that we will materially 
raise our current 4.0% GDP growth forecast for 2015. 
 
John Cronin │Research Analyst │ +353 1 421 0494│ john.cronin@investec.ie 
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Equities: BKIR – Substantial uplift in CET1 Capital but disappointing NIM outturn 

 
Bank of Ireland (BKIR) has today announced underlying PBT for 1H15 of €743m (€399m H1 '14), boosted by strong one-
off income and a sharp reduction in impairment charges. While we are impressed with the strong capital build (fully loaded 
CET1 excl prefs 11.1% vs our forecast of 10.9%), we are disappointed with the NIM performance (2.21%) and note that a 
material portion of the capital accretion is attributable to gains on sales of sovereign bonds and reduced pension liabilities. 
 
Net interest margin dropped to 2.21% from the Q4 position of 2.22% and the bank noted Q2 2015 NIM was just 2.17%. 
This is disappointing – while the bank has been successful in reducing funding costs further (average cost of interest 
bearing liabilities 0.89%, down 26bps y/y), it is having difficulty expanding its asset yields (average asset yield of 3.58% 
vs. 3.60% in 1H14), while, as expected, the yield on its liquid asset book has declined sharply on a y/y basis (1.23%, down 
from 1.72%). Other income (excluding one-offs) looks to be broadly in line with our forecasts. Impairment charges fell 
sharply to €168m (€272m charge and €104m of writebacks) from 1H14 outturn (€444m charge) and there was a 
significant uplift in opex (up €62m y/y), with the bank levy to hit in 2H15 (€38m). Separately, BKIR booked €171m of gains 
owing to transfers from the AFS reserve on the sale of sovereign bonds. Additionally, the pension deficit narrowed by 
€178m in the first six months of the year. 
 
BKIR’s net loans stood at €85.2bn at 30th June in line with the €85bn reported at end-Q1 2015, and up from €82.1bn at 
end-2014, as higher new lending volumes (gross loans up €6.5bn) and favourable FX moves (>40% of BKIR’s gross loans 
are to customers located in the UK) were offset by the drag from ongoing repayments and redemptions. 
Helped by rising profitability, BKIR’s TNAV increased to 24c at 30th June. 
 
The high underlying profits have culminated in strong capital build. Helped by the above trends, the fully loaded CET1 
ratio (excluding Preference Shares) widened to 11.1% from 9.1% at end-Q1. The fully loaded CET1 Capital ratio was 
15.9% when the €1.3bn of Preference Stock is included. Due to the strong capital build we continue to believe that BKIR is 
on track to redeem the Preference Shares in early FY16 (early January perhaps) and return to paying dividends (we 
expect a half year dividend in FY16 followed by a return to full year dividend payments in FY17). 
 
There are no strong expressions of acquisition intent or discussion regarding refinancing opportunities in the management 
commentary and we will be watching carefully for any colour in these respects at the analyst presentation this morning. 
 
John Cronin │Research Analyst │ +353 1 421 0494│ john.cronin@investec.ie 
 
Equities: Aer Lingus (Restricted) – IAG offer now unconditional 

 
IAG this morning reported H115 operating profit of €530m (consensus €478m) from an 11.2% increase in revenue to 
€5.66bn (€5.60bn forecast) and re-iterated full year guidance. Reported passenger unit revenue for the quarter was up 
5.0% (-6.6% at constant currency) and reported fuel unit costs were up 3.0% (-6.9% at constant currency). The company 
is continuing to take costs out of the business with both employee and supplier unit costs down on a constant currency 
basis. 
 
Separately, IAG has announced that with both parties having waived the 90% acceptance condition and with valid 
acceptances received in respect of 62.48% of the existing share capital, the offer for Aer Lingus is now unconditional. The 
offer will remain open until 1300 (Irish time) on 18 August 2015. There will be no further extension. 
 
Ian Hunter │Research Analyst │ +353 1 421 0466│ ian.hunter@investec.ie 
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Equities: One51 – Press reports One51 has received a takeover offer 

 
The Irish Times reports this morning that One51 has received a takeover approach from an Irish fund with a European 
focus. The offer values the company at €1.80 per share (€288m) which is a 9% premium to its closing price on Thursday. 
The bidder is not believed to be an existing shareholder, the largest of which include Pageant Holdings, Kerry Co-
operative Creameries and Dairygold. It is understood that the potential acquirer has already approached some 
shareholders and aims to take a controlling stake in the business, allowing existing shareholders to participate in the new 
ownership structure. This morning’s development comes soon after One51 invested CAD$90m in equity to acquire a 
controlling 67% stake in Canadian plastics company IPL. 
 
Conor MacCarrick, CFA │Research Analyst │ +353 1 421 0464│ conor.maccarrick@investec.ie 
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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 accuracy 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 performance 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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