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Key Takeaway

While the men in orange won’t be playing in this summer’s World Cup for a

second consecutive time, the Netherlands is illuminating the market with its

much better macro data. Even though the PMI slipped to 60.7 in April after

touching 63.4, the backlog of orders increased at a faster pace. In tandem, the

equity market is responding well to the raised earnings forecasts.

Notwithstanding last year’s elections (see Netherlands: Split Opinions) the

Dutch equity indices have portrayed the recovery in global trade perfectly.

The Netherlands is the 9th largest export economy in the world – almost

80% of the world’s flower bulbs (mostly tulips) come from the country! The

April PMI remained at an elevated level with tight pressure on capacity and

ongoing price squeezes. Backlogs of work increased at a faster rate and for

the ninth successive month – the longest sequence in 11 years. Admittedly,

business confidence and manufacturing production have tapered but capacity

utilization rates have edged up. It would be fair to say that the Netherlands has

transitioned seamlessly from disinflation to inflation.

‘God made the world, but the Dutch made Holland’, Brilliant Orange: The Neurotic Genius

of Dutch Football

‘Catenaccio is like a Titian painting – soft, seductive and languid. The Italians welcome and

lull you and seduce you into their soft embrace, and score a goal like the thrust of a dagger’,

Brilliant Orange: The Neurotic Genius of Dutch Football

Although the headline CPI is 0.9% y-y, house prices and equity share prices have

responded well to the negative real interest regime and the abundant current

account surplus. The exchange rate is ‘modestly cheap’ based on its REER allowing the

Netherlands to enjoy a competitiveness boost. The equity market is one of the few in the

world which is experiencing broad earnings revisions and the Du Pont ratios demonstrate

a clean bill of health – rising asset turnover, widening net margins and climbing ROE (see

exhibit 7 to 10). True the market is not cheap (35% of the stocks trade above three times

book) but companies are generally geared lowly while around 45% of the market has a FCF

yield above 3%.

The market trades on a forward P/E of 15.1x, forward P/B of 1.8x, forward

dividend yield of 3.4% and forward ROE of 12.2%. We remain Bullish within our

Global Asset Allocation. There is a large group of quality companies within the Dutch equity

market.

.

(cont. overleaf)
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Exhibit 1: FY1 Earnings Revision 

 

 

Source: FactSet, Jefferies 

 

Exhibit 2: Dividend Yield (12-month forward) 

 

 

Source: FactSet, Jefferies 

 

Exhibit 3: Price to Earnings (12-month forward) 

  

Source: FactSet, Jefferies 

 

Exhibit 4: Return on Equity (12-month forward) 

  

Source: FactSet, Jefferies 

 

Exhibit 5: Price to Book (12-month forward) 

  

Source: FactSet, Jefferies 

 

Exhibit 6: Equity Market Flows into Netherlands  

  

Source: Bloomberg, EPFR, Jefferies 
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Exhibit 7: Asset Turnover (x, ex Fin)  

  

Source: FactSet, Jefferies 
 

Exhibit 8: Net Profit Margin (%, ex Fin) 

  

Source: FactSet, Jefferies 
 

 

Exhibit 9: Financial Leverage (x, ex Fin)  

 

 

Source: FactSet, Jefferies 
 
 

 

Exhibit 10: Return On Equity (%, ex Fin)  

 

 

Source: FactSet, Jefferies 
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Exhibit 11: Cumulative Advance Decline Line 

 

Source: FactSet, Jefferies 
 

Exhibit 12: Number of Stocks Above 260D Moving Average 

 

Source: FactSet, Jefferies 
 

Exhibit 13: Number of New Highs (52-week) 

 

Source: FactSet, Jefferies 
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Exhibit 14: Number of New Lows (52-week) 

 

Source: FactSet, Jefferies 
 

Exhibit 15: MSCI Netherlands Index vs MSCI Europe since 2013 (US$, 

2013=100) 

 

Source: FactSet, Jefferies 
 

Exhibit 16: Netherlands House Price Index YoY % 

 

Source: Bloomberg, Jefferies 
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Exhibit 17: Netherlands Real Effective Exchange Rate Broad 

 

Source: Bloomberg, Jefferies 
 

Exhibit 18: Netherlands GDP at Real 2010 Prices in Euros YoY % 

 

Source: Bloomberg, Jefferies 
 

Exhibit 19: NEVI Netherlands Manufacturing PMI SA 

 

Source: Bloomberg, Jefferies 
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Exhibit 20: Netherlands Real 10-Year Bond Yield % 

 

Source: Bloomberg, Jefferies 
Note: real bond yield = 10y generic yield minus CPI y-y % 
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Exhibit 21: P/E Distribution 

  

Source: Bloomberg, Jefferies 
 

Exhibit 22: P/B Distribution 

  

Source: Bloomberg, Jefferies 
 

 

Exhibit 23: Net Debt to Equity Distribution 

 

 

Source: Bloomberg, Jefferies 

 

Exhibit 24: Altman’s Z-Score Distribution 

 

 

Source: Bloomberg, Jefferies 

Exhibit 25: Free Cash Flow Yield Distribution 

 

 

Source: Bloomberg, Jefferies 

 

Exhibit 26: Dividend Yield Distribution 

 

 

Source: Bloomberg, Jefferies 
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Analyst Certification:

I, Sean Darby, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Kenneth Chan, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Tommy Tang, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Jefferies Global Strategy, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this research report.

Registration of non-US analysts: Sean Darby is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Registration of non-US analysts: Kenneth Chan is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Registration of non-US analysts: Tommy Tang is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Registration of non-US analysts: Jefferies Global Strategy is employed by Jefferies LLC / Jefferies Research Services, LLC, a non-US affiliate of Jefferies
LLC and is not registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member
firm, and therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published , 03:15 ET. May 24, 2018
Recommendation Distributed , 18:00 ET. May 24, 2018

Company Specific Disclosures

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.

Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month
period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10 is 20% or more
within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average
security price consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For
Underperform rated securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is minus
20% or less within a 12-month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions
on the investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,
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P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in
the bottom quartile of S&P stocks will continue to have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended
to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick falls within an investment style
such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. If a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report

• Aperam SA (APAM NA: €41.40, BUY)

• ArcelorMittal (MT NA: €28.70, BUY)

• ING Groep N.V. (INGA NA: €13.34, BUY)

• PostNL NV (PNL NA: €3.09, BUY)

• Royal DSM N.V. (DSM NA: €87.38, BUY)
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Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst initiated on a
company, made a change to a rating or price target of a company or discontinued coverage of a company.

Legend:

I: Initiating Coverage

D: Dropped Coverage

B: Buy

H: Hold

UP: Underperform

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.
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Distribution of Ratings

IB Serv./Past 12 Mos. JIL Mkt Serv./Past 12

Mos.

Rating Count Percent Count Percent Count Percent

BUY 1115 53.71% 342 30.67% 71 6.37%

HOLD 831 40.03% 174 20.94% 23 2.77%

UNDERPERFORM 130 6.26% 19 14.62% 2 1.54%
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Other Important Disclosures

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies”) group
companies:

United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an
SEC registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251
6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (INM000011443), Research Analyst (INH000000701) and a Stock Broker with Bombay Stock Exchange Limited (INB011491033) and National
Stock Exchange of India Limited (INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla
Complex, Bandra (East) Mumbai 400 051, India; Tel +91 22 4356 6000.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies Hong Kong Limited, Jefferies Singapore
Limited, Jefferies (Japan) Limited, Jefferies India Private Limited); or by personnel who are associated with both Jefferies LLC and Jefferies Research
Services LLC (“JRS”). Jefferies LLC is a US registered broker-dealer and is affiliated with JRS, which is a US registered investment adviser. JRS does not
create tailored or personalized research and all research provided by JRS is impersonal. If you are paying separately for this research, it is being provided
to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively referred to below as “Jefferies”.
Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware that Jefferies may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only one of many factors in making their investment
decisions. Specific conflict of interest and other disclosures that are required by FINRA and other rules are set forth in this disclosure section.

* * *

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation S of the
U.S. Securities Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts responsibility for its contents in
accordance with the provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. Transactions by or on behalf of any US person
may only be effected through Jefferies LLC. In the United Kingdom and European Economic Area this report is issued and/or approved for distribution
by Jefferies International Limited (“JIL”) and is intended for use only by persons who have, or have been assessed as having, suitable professional
experience and expertise, or by persons to whom it can be otherwise lawfully distributed.

JIL allows its analysts to undertake private consultancy work. JIL’s conflicts management policy sets out the arrangements JIL employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. Jefferies LLC, JIL and their affiliates, may make a market or provide
liquidity in the financial instruments referred to in this report; and where they do make a market, such activity is disclosed specifically in this report
under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services
mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated Institution" as defined by the Securities
Act (Ontario). In Singapore, Jefferies Singapore Limited (“JSL”) is regulated by the Monetary Authority of Singapore. For investors in the Republic of
Singapore, this material is provided by JSL pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document
is intended solely for accredited, expert or institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are
any matters arising from, or in connection with this material, please contact JSL, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624,
telephone: +65 6551 3950. In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong,
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