


“The most 
important 

investment you 
can make is in 

yourself.”
Warren Buffett



CEO’s Welcome
Ciarán Brennan
As the Chief Executive of Trinity Student Managed Fund I welcome you to InFocus, a 
publication of our members’ finest pieces to coincide with the 5th anniversary of the 
Fund.

In just five short years Trinity SMF has achieved a great deal, developing its brand both 
on and off campus. Trinity SMF is a brand which is synonymous with professionalism 
and excellence, providing financial education and life-long career skills to its 
membership. This last semester alone we have been recognised by industry leaders 
such as Professor Aswath Damodaran of NYU Stern and Martin Wolf of the Financial 
Times when they addressed our membership and noted the importance of our 
generation in the world of tomorrow.

Educational events including talks from industry leaders, public speaking sessions, 
classes from our corporate partners, and careers workshops have culminated in some 
of the highest calibre investment ideas being presented to the Investment Committee 
this term. The hard work and commitment from all levels of our Fund is reflected in 
our returns of over 24% last year, an achievement of which I am immensely proud.

It has been a privilege to work with some of Trinity’s most ambitious students this year 
and I am looking forward to an exciting semester ahead, the highlight of which will be 
our annual Leadership Perspectives in January.

Best wishes to all this festive season.
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Editor’s Note
Tom Kelly

As Editor of Trinity SMF’s first publication, it is my distinct pleasure to welcome you 
to the 2015 edition  of Trinity SMF InFocus. 2015 marks the 5th anniversary of the 
founding of Trinity SMF – it is our sincere hope that this publication will reflect the 
many successes of the fund over the past 5 years, and indeed showcase some of the 
considerable talent at our disposal. 

Our primary goal is to create an unparalleled and self-sustaining resource for the 
educational development of Trinity undergraduates, bestowing upon them experience 
in equity analysis, investing and risk management. Inside you will find a collection of 
articles designed to further enhance our members engagement with these areas, and 
more importantly offer an idea of the career paths that are available to them. 

We must offer our sincerest thanks to our many sponsors, without whom we would be 
unable to bring you this publication and who are integral to the continued success of 
the fund. We wish all who read this a very happy and prosperous 2016. 
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Women in Business is an initiative close to the SMF’s heart, with our own women in business network founded 
to encourage further female involvement in Trinity SMF, but also to ensure greater engagement amongst the 
female members of the fund. We beleiv that placing a greter emphasis on female participation within the fund 
will break the traditionally held notions of the finance and investment industries being ‘boy’s clubs’, with the 
aspiration that it will help our junior female members become leaders not just within Trinity, but also in their 
careers beyond graduating. As a woman in leadership on the investment committee I aim to inspire the new 
generation of women analysts to become part of the leadership of the SMF. 

By getting more women interested at this level we hope to inspire more to join firms and generate a new 
generation of women analysts to pursue what they want to do without any fear of doing it.  I encourage women 
of all backgrounds to join.  I myself study computer science and have felt very welcome in the fund.  

Never has this been clearer to me when I read the book ‘Lean-In: Women, Work, and the Will to Lead’ by 
Nell Scovell and Sheryl Sandberg. I feel the SMF employs many of the tactics that were discussed in the 
book, most notably to never be afraid to make yourself known and to not limit oneself. The SMF’s Women 
in Business Network encourages its members to remember that they always have more options than they 
may think or feel. As a member of the WIB network, I feel SMF has always encouraged me and other women 
to pursue leadership roles. I certainly would not have been brave enough without the encouragement of the 
former chief risk officer Lauren Watson, and Susan Binchy, our current head of leadership perspectives. 

I feel the SMF pursues its goals in a progressive manner, and is welcome to all backgrounds. All members of 
the fund hold the ideal that all is needed in Trinity SMF is a desire to learn and a healthy enthusiasm for hard 
work – gender, or indeed academic background, are not factors that determine the success of our members. 
Moreover, we sincerely believe that the greater our diversity within the fund, the better we will be to represent 
the ideas and knowledge of the College community as a whole, and resultantly perform even better in the long 
term. With this continued success, Trinity SMF will continue to pursue its goal of educating its members to 
the highest possible standard. It is a legacy that I hope continues for a long time. 

Women in Business
Elinor McColgan



Investing in financial markets in the post-crisis era is no walk in the park. Fundamentals are shrouded in a 
fog of uncertainty, with global growth forecasts being downgraded, fear creeping into Emerging Markets and 
central bankers the world over being stalked by deflationary threats – casting a long shadow of doubt upon 
their ability to make a return to normality following the extraordinary monetary policies enacted in the wake 
of the Financial Crisis. Not to mention a renewal of Cold War tensions and rising geo-political risks, as proxy 
wars erupt across the globe with regional powers vying for supremacy. 

In the face of such uncertainty, a coherent macro narrative is essential for navigating volatile markets. In 
this regard, we strive to keep things simple – focusing on a few overarching themes to guide our investment 
strategy. Our fundamental outlook is centred on the process of global divergence, both in terms of growth and 
monetary policy, and we seek to capitalize on the opportunities this presents us as investors.

At the forefront of this global divergence lies the US economy, leading Developed Markets in terms of 
economic growth and with the Federal Reserve on the verge of initiating a rate hiking cycle for the first time 
in roughly 9 years. The expectation of a tightening by the Fed and widening rate differentials has caused 
significant USD appreciation. This Greenback strength has had a virtual tightening effect on the economy, 
dampening activity in the manufacturing sector, hurting exports and creating disinflationary pressures – thus 
complicating FOMC decision-making. This has left the domestic consumer (accounting for roughly 70% of 
GDP) as the primary driver of economic growth, buoyed by cheap oil, improving labour market conditions and 
a recovery in the housing sector – all contributing to healthier household balance sheets. 

As such, we favour domestically-oriented stocks, with minimal FX exposure, that are highly leveraged to the 
US economy and consumer. While the valuations of certain US equities are questionable and economic data 
prints have softened in recent months, we feel opportunity remains and expect continued domestic strength 
in the coming months.

Analysing the UK economic outlook, we encounter a similar picture – a strong domestic economy being 
driven by private consumption, a weaker manufacturing sector being weighed down by a strong currency and 
a central bank looking to normalise policy in 2016, with persistent disinflationary pressures making any BoE 
decision more difficult.

On the polar opposite end of our theme of global divergence lies the ECB and that institution’s monetary 
easing, which seeks to combat the lurking threat of deflation and kick-start a sluggish Eurozone economy. 
While there has been a somewhat modest recovery in European PMI prints recently, consumer prices remain 
depressed across the continent and ECB officials are expressing increasingly dovish sentiments. Therefore, 
we remain confident that the ECB will loosen policy further, perhaps with an extension/expansion of the 
current QE programme in the coming months, which should provide broad support for European assets 
across the board and spark a renewed bout of EUR weakness.

Our outlook for oil is not promising for commodity producers, with record high reserves and greater Iranian 
production likely to further exacerbate the current supply glut, keeping prices roughly within the $45-55 
range. We see a similarly downbeat forecast for the mining sector, particularly in Australia, as China has 
already built up significant excess capacity and remains vulnerable to shocks as it transitions to a more 
consumer-based economy. However, this may present opportunities to capitalise on greater consolidation 
in the market.

Macro Outlook
Finn McLaughlin - Chief Macroeconomist 
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The two leading US telecoms giants have been pursuing different strategies of late. Increased competition 
from the likes of Sprint and T-Mobile and from other industries has seen them look to new areas for growth. 
These expansions have seen the definite lines of what it means to be a telecommunications company 
becoming increasingly blurred. 

Verizon, the leading wireless provider in the US, has all but forgotten about its fixed-line business and is 
looking exclusively to wireless for growth. In a move to position themselves as a completely wireless 
company, a recent $15 billion divestment of some of its fixed-line assets has seen them start to shift out of 
what they consider is a dying industry. Today, more than 70% of Verizon’s revenues are now coming from its 
wireless section. AT&T, however, are still very much focused on their fixed line business with only 25% of total 
revenues coming from wireless.

The recent launch of Verizon’s Go90 mobile app has seen them move into the online streaming market but 
the business model of the app is definitely not without its flaws. With content primarily targeted at a younger 
generation, the aim is to increase data usage among teenagers and thus drive up revenues through both data 
usage and paid in-app advertising. With data prices as high as they are in the US, I find it unrealistic that their 
target audience will pay this premium price for data. The future of this app is uncertain but with global data 
usage expected to grow to 8 times its current level by 2019, it seems Verizon are going in the right direction.

AT&T have been taking a different strategic approach. With the acquisition of Direct-TV in July, they have 
become the largest pay-tv provider in the US with a 25 million-strong subscriber base. Apart from improving 
its quad-play bundle, the strategic reasoning behind the deal was cost saving synergies which are estimated 
to amount to $2.5 billion by 2017. The worrying question that all investors are asking is whether the pay-
tv industry has seen its best days already. The phenomenon of cord-cutting, where households no longer 
subscribe to a TV package and stream online only, has been a trend of late and is only set to continue. With 
the advent of services like Netflix and HBO-GO, one must wonder how much growth is still left in the pay-tv 
industry. AT&T could miss out on potential wireless growth with this new commitment to its pay-tv business. 
They, do however, have a great opportunity to leverage their existing phone and broadband services to their 
new Direct-TV through cross-selling.

One area where it seems both companies are looking to for growth is in the Internet of Things. Internet of 
Things refers to machine-to-machine interaction and connectivity in a way that can transform data into useful 
and practical information for people and businesses. These systems and technologies are by no means simple 
but both companies are at the forefront of development in this area. Internet of Things revenues have been 
growing astronomically for both companies. Last year, Verizon’s revenues from this area grew 45% to $585 
million. While still a very small proportion of overall revenues, this level of growth is definitely set to grow.

While they are pursing relatively different strategies at the moment, both are staying true to their sector 
when it comes to dividend policy. AT&T and Verizon currently offer healthy dividend yield of 5.66% and 4.78% 
respectively. AT&T’s dividend has been climbing at one cent a year for close to nearly ten years now. Verizon 
also have an impeccable track record of increasing dividend payments bi-annually dating back to the turn of 
the century. The defensive nature of both these stocks means little or no change is seen in their share price 
such that its dividend policy becomes incredibly important. 

The current speculation surrounding the sale of Yahoo’s internet business has seen interest from many 
media and telecoms companies including AT&T and Verizon. This speculation, whether true or not, shows 
the continuing drive of these companies to become more than just telecoms companies. The distinct lines of 
what it means to be a telecoms company are continuingly blurring with increased competition in the market. 
This competition, coming both from their own industry and others, is leading them to expand into new 
areas in search of revenues. As stagnant as the share prices of AT&T and Verizon may seem, the constant 
diversification and expansion into new areas makes for interesting industry analysis.

Strategies of the US Telecoms Giants
James Green
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EY Ireland provide assurance, tax, audit, 
transaction and advisory services. We cover all 
industry sectors and our services include fraud 
& IT forensics, risk management, management 
consulting and a full range of audit services.

Sean Brooks is an Analyst in EY’s Transaction Advisory Services 
(TAS) department. Since joining in September 2014, he has worked 
on valuation and business modelling projects for major international 
plcs, indigenous businesses and entrepreneurial clients across a wide 
variety of industries.

Q  What training is provided to graduates who 
are beginning their careers at EY? 

A  Training is balanced between the traditional 
classroom environment learning and through 
practical on-the-job learning. Training and 
development is an area that EY focuses on 
and is provided throughout your career. 
There is a great ethos in the team that means 
coaching is everyone’s responsibility. 

Q  What initially attracted you to your chosen 
profession? 

A  The variety. A career with EY provides me 
with the opportunity to work with many large 
companies across interesting industries. In 
TAS you quickly get a chance to work on 
different types of projects. 

Q  What books, websites or publications would 
you recommend for a student interested in 
your chosen career? 

A  For valuations, Aswath Damodaran, one of 
the world’s leading valuation professors has 
some great content. He publishes lots of his 
data for free online and it’s well worth a read. 

Q  Did you ever undertake any internship 
experience? What, in your opinion, did you 
gain from this experience? 

A  I undertook internships with two different 
companies. I found these were a great way to 
get an insight into professional services and 
get a feel for the type of work I wanted to do. 
I also feel it helped me to bridge the gap from 
college to working life. 

Q  Tell us more about your work at EY. For 
instance, what does the average week look 
like? 

A  It’s a cliché but the answer is that no two 
weeks are the same. This was something that 
really attracted me to TAS. On a daily basis, I 
get to experience working on a wide range of 
jobs and clients from every sector. 

Q  Your chosen career is a fast paced profession 
and often quite stressful. How do you manage 
this? 

A  I found that you have to get organised. 
In a fast paced environment, you are 
usually working on a number of projects 
with tight deadlines. Being organised and 
communicating with colleagues helps to 
reduce the pressure.
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Given the global economic themes which are driving equity market performance, the investment outlook of 
the SMF for this year was guided by the top-down view of our macro team. We sought to identify the major 
global macro themes that would affect investment performance throughout the year, and in turn relate those 
themes to the ten equity sectors that we seek to invest in. The goal of the investment committee this year was 
to be more aware of the exposures to sectors and currencies in the SMF portfolio and to ensure that each 
investment decision we made brought the portfolio closer to our target exposures.

Our benchmark, the MSCI World Index, is heavily weighted towards the US, and thus any investment outlook 
needs to clearly identify the standout themes in the world’s largest economy. The most pressing issue on the 
minds of investors this year is the US Federal Reserve and the first rise in interest rates in almost ten years. 
Having established December as our base case for the timing of such a rise, we sought to identify equity 
sectors which we felt could benefit from such a rise. The Financials and Consumer Discretionary sectors are 
our standout ideas in the US. Given their exposure to interest rates, we felt that Financials, and in particular 
banks focused on lending, were a good choice for the year ahead. We have held the view that such companies 
could benefit from an interest rate rise for quite a while and thus we already hold positions in companies such 
as Citigroup and MetLife. Our preference for the Consumer Discretionary sector is based on the belief that a 
rise in interest rates comes when the economy is at its strongest, unemployment is at a low and consumer 
incomes are rising. This is a sector which we have not been heavily exposed to in the past, but given the 
strength of our research analysts, I am sure we will see some interesting ideas in the coming months.

We see a similar picture in the UK, with a strong domestic economy and a central bank looking to normalise 
policy in 2016. We again favour the Financials and the Consumer Discretionary sectors. We note however that 
as London is of increasing importance on a global scale, particularly in the Financials sector, any political 
upset in the form of Brexit could lead to volatility. This political element is of much interest to the SMF, given 
that we hold HSBC, a bank which has touted the idea of moving its headquarters to Asia due to the political 
uncertainty in the UK. We expect further strengthening of the US dollar and sterling, despite recent reversals 
in the trend due to ECB actions. As a result, we favour domestically-oriented stocks in the UK and US which 
have minimal FX exposure and are highly leveraged to the recovering economy and consumer.

In Europe, we see monetary easing being enacted by the ECB in an attempt to kick-start a sluggish economy. 
Although there is weakness in much of the Eurozone, we see pockets of value which we believe look promising, 
such as Germany, Ireland, Spain and Netherlands. We are broadly negative on Financials, given the low 
interest rate environment and the fact that many banks are still in a recovery phase from the financial crisis. 
Given our belief in the theme of global divergence, we expect a weaker Euro over the long term. This should 
benefit exporting industrials companies in particular. We expect further strength from the Irish economy, 
however given the size of many of the companies based here, finding suitable investment ideas which fit well 
in a portfolio of companies with relatively large market capitalisations can be challenging. 

An enduring theme of 2015 has been the weakness in oil prices. It is the view of the SMF that such weakness 
presents opportunities for patient investors to buy stocks in the Energy sector which have strong fundamental 
characteristics and an ability to weather prolonged weakness in the oil market. Given our use of a benchmark, 
our returns are driven by our ability to identify companies that will outperform their sector over the long term, 
rather than the market as a whole. The weakness in oil is part of the overall weakness in the commodity 
sector. Given the range of differing opinions on both the source of weakness and the time until recovery, 
we have sought to diversify our holdings in sectors such as Basic Materials which rely heavily on mining 
commodities.

Investment Outlook
Jason Coyle - Chief Investment Officer

Trinity SMF



Last summer I had the brilliant opportunity of interning with the asset manager Pioneer Investments. It 
helped me develop skills learned in the SMF and gain an insight into life at an asset manager. 

Pioneer Investments, an SMF sponsor, offers internships exclusively for SMF members. These internships 
are open to senior members of the fund. The application process involved a CV and cover letter followed by 
a face to face interview in their offices. The interview provided an excellent insight into the firm. After the 
application process, I was extremely lucky to be offered an internship with their Portfolio Construction team. 
Two other SMF members got offered an internship with their Equity Research team. 

The internship itself ran for 3 months beginning in early June. The Portfolio Construction team at Pioneer 
advises PMs on risk and also manages the core of Fixed Income funds. The Portfolio Construction team is 
split up into equities, fixed income and multi assets. Financial engineers and behavioural finance analysts 
are also part of the team. As you would guess the team had quite a number of people with quantitative 
educational backgrounds such as maths, physics and engineering. I interned with the Multi Assets, Portfolio 
Construction team. Every morning I attended the Multi-Asset daily meeting where PMs, analyst and members 
of my team would discuss movements in the market and macro data. I also had the opportunity to attend risk 
takers meetings and client presentations. As part of my internship I completed a scenario analysis project. 
This involved looking at fund’s risk metrics during certain regimes and market conditions and see could any 
findings be made from this data. The projects was carried out using large amounts of excel, VBA and SQL. 
After I completed my project I presented my findings to my team, portfolio managers and analysts. 

Interning in portfolio construction with Pioneer Investments was a perfect platform for me to use the skills 
gained from the SMF and studying Theoretical Physics.

Pioneer Investments Internship
Tomás O’Connell
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No investment summary for 2015 would be complete without a mention of China, and indeed it is our opinion 
that much of the aforementioned weakness in commodities stems from the slowing in demand of the Chinese 
economy. The SMF does not invest directly in China, but given the exposure that many of our holdings have 
to the country, it is important that we have an investment view. Although we are broadly positive on the 
Consumer Discretionary and Industrials sectors, we have sought to limit exposure to companies with a large 
portion of their sales coming from China. We believe that in the long term China can continue to grow at a 
steady, albeit slower pace, than before. We expect further volatility to stem from China in the coming years, 
as the world becomes accustomed to a China with lower, but more sustainable, demand.

The first investment goal of the Trinity SMF is capital preservation, as we must ensure that the resource 
remains available to future students. I am happy to report that due to the careful portfolio guidance by our 
investment committee, combined with the bottom-up research of our analysts, we continue to perform 
strongly in a market that has suffered at the hands of recent volatility. From inception, the SMF has set an 
investment timeline of between three and five years for any idea. This means that the decisions made today 
by the SMF may not come to fruition until the current members are long gone. It also means that the current 
portfolio returns are being driven by the investment ideas from past members. In this our fifth year, I hope 
that the decisions made by the current investment committee continue to drive portfolio performance for 
years to come.





In my 3 years of involvement with Trinity SMF, without doubt I have enjoyed the 2015/2016 session the 
most.  From an operational standpoint, we have had an absolutely fantastic year and it is a credit to both a 
phenomenal effort from Ciarán, the operations team and to the analysts who make up the backbone of the 
fund.

We began the year on a positive note, securing a fantastic location in front square from where we pitched to 
the young, the old, the fascinated and the completely uninterested. The net effect of this effort was that we 
have a record number of 342 analysts, each engaging with their sector teams at least once per week and 
attending a whole host of events throughout the first term. We have a great balance among year groups but 
more importantly have made big improvements in both female and STEM student engagement.

Our event schedule has been exceptionally busy. This year, to mark the fifth anniversary of the fund, we 
launched the Trinity SMF Speaker Series. The series seeks to honour a business leader, academic or any 
individual who has contributed to the learning and development of the fund’s membership. A clear highlight 
for me was the valuations seminar given by Professor Aswath Damodaran of NYU Stern School of Business. 
We were absolutely privileged to hear from such an esteemed teacher and specialist in the area of valuations 
who travelled from New York just to speak to us. The event took place over two hours, but felt like twenty 
minutes which was a testament to the ability of Damodaran to grip the audience and keep them engaged. 
Later in the year we heard from Martin Wolf of the Financial Times in association with Trinity Law Society. 
He gave a fantastic questions and answers session and spoke very candidly about his views on the European 
economy. Frankly, he did not paint a pretty picture for our collective future!

The Educlass series is absolutely essential to the continued success of the fund. Our weekly Thursday events 
are a fantastic learning opportunity and cover a broad range of topics from the basics of equity analysis to 
advice on succeeding in obtaining a job in your career of choice. I have attended these events for years yet 
consistently find myself learning something crucial on each occasion. It is fantastic that we are now running 
public speaking classes on Tuesdays. We get little opportunity to practice this skill as part of our university 
degrees yet it is so important in so many careers. It is learning of this sort that for me is the essence of the 
Trinity SMF. I am so grateful to have the opportunity to be a part of something so unique and ambitious.

There are a number of operational highlights behind the scenes that ensure the fund will grow and prosper. 
We have secured several new sponsorship deals with some fantastic companies. This funding allows us to 
pursue new opportunities and cater for our continuously growing membership base. As a prime example, 
Trinity SMF is sending a team of 4 students on an all expenses paid trip to the Rotman International Trading 
Competition in Toronto this coming February as a result of a deal with SIG. A huge credit is due to Jordan Boyd, 
our PRO, who has completely overhauled over PR materials and has worked tirelessly to professionalise our 
documents. It is a testament to Jordan that the brand of Trinity SMF is stronger than ever before.

Trinity SMF InFocus is a fantastic way to commemorate our fifth year of existence and a huge credit is due to 
both Tom Kelly and Jordan for their hard work putting it together during an incredibly busy time for all Trinity 
Students. I very much hope you have enjoyed your time with the fund as much as I have and I look forward to 
some our exciting events in Hilary term.

Merry Christmas and a happy New Year to all.

A note from the Chief Operating Officer
John Lynch
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Across Wall Street, swap spreads have become a key talking point for traders across various desks. What 
was once the focus of a relatively small collection of market participants has moved into the mainstream. 
The move in swap rates relative to that of US treasury securities is somewhat unprecedented and is symbolic 
of how the Global Financial crisis, and regulatory reforms thereafter, changed the face of financial markets.

A swap is an interest rate derivative, which involves the exchange of fixed rate cash flows for payments based 
on a floating interest rate benchmark, usually Libor. Swaps usually trade like government bonds, but the 
fixed rate has traditionally traded at a “spread” over the risk free rate. This reflected the risk premium that 
financial institutions possessed over governments. Since August of this year however, dollar swap rates for 
many maturities have moved below that of US treasuries. Now spreads are negative from the 5y sector out.

Before the crisis swaps were mostly bilateral, uncollateralized, agreements. This meant that when the two 
parties entered a swap, they directly took on the risk that the other party could default. Since then there 
has been a push to move swaps through clearing houses. These are independent bodies, which guarantee 
the payment in the case of default. Clearing houses are mandated to hold a large capital buffer, and are 
considered to have an implicit government guarantee. This is significantly reduces the fundamental credit 
risk in a swap and hence tightens spreads.

Some of the biggest users of swaps are corporates and Supra Sovereign Agencies (SSA’s). When a firm issues 
debt securities they may want to pay a floating rate interest rate, as opposed to the fixed rate coupons. To 
do this they receive fixed on a swap, hence paying floating rates. This pushes swap rates lower. There has 
been an uptick in issuance, and hence in issuance related receiving, ahead of the first rise in USD interest 
rates since the crisis.  The mortgage market traditionally has been the natural payer of swaps, as holders of 
Mortgage Backed Securities (MBS) looked to hedge the duration of their assets. Since the crisis, the size of 
Mortgage portfolios held by Government Sponsored Entities (such as Fannie Mae and Freddie Mac) has fallen 
dramatically. Crucially, the Fed’s QE program means that they are now the biggest holders of MBS, and they 
do not hedge their portfolio. 

The collapse in swap spreads has also been driven by the regulatory rules surrounding banks’ balance 
sheets. Purchases of UST’s are balance sheet intensive whereas swaps are self-funded. Financial institutions 
get penalized for balance sheet use, and regulatory reform has also made leverage more expensive. This has 
decreased the demand for UST’s versus swaps. Dealers and Hedge funds were the market participants who 
maintained the relationship between swaps and UST’s. If spreads approached negative territory they would 
arbitrage this and restore order to the market. These new regulatory rules have made this arbitrage more 
expensive.

The final UST market related reason that spreads have gone negative is driven by foreign central banks. 
Emerging Markets have come under pressure in the last year and have had to defend the strength of their 
currencies vs various currencies, but particularly the US dollar. To do this central banks sell the UST’s that 
they have built up over the last number of years. Emerging Market central banks, particularly in Asia, have 
moved from being net buyers to net sellers of UST’s. This puts upward pressure on the UST rate, and hence 
tightens spreads.

Intuitively, negative swap spreads make little sense. However, the structural changes in the derivative and 
bond markets that we are seeing means that they are unlikely to go away any time soon. Always remember – 
markets can stay irrational longer than you can stay solvent.  

Why are Swap Spreads negative?
Simon Costello

Trinity SMF



David Collins joined Davy on the graduate programme in September 2014 having completed his degree in 
Business and Economics at Trinity College Dublin. David began working on the financial planning team and, 
more recently, has moved to the Global Investment Strategy team, conducting analysis which assists in 
making asset allocation decisions within client portfolios.

How useful/applicable was your degree to your chosen career?

A large amount of the work I do on a day-to-day basis is directly related to my university studies. This could 
range from looking at valuation data across different sectors or geographies to examining the implications 
of an interest rate hike in the US. The ability to apply this knowledge to the markets was greatly improved 
through my work as an analyst in the SMF and definitely gave me an advantage in the interview process. 
Davy also encourages graduates to increase their knowledge base through studying for the CFA and, having 
completed level 1 in June, it is something that I would encourage any new graduates to consider.

Did you ever undertake any internship experience? What, in your opinion, did you gain 
from this experience?

In the summer of my third year I completed the Financial Sales and Analytics internship at Bloomberg in 
London. I think if you strip everything back the biggest benefit to doing an internship in a large company is 
learning how to work effectively in a professional environment. This puts you at a huge advantage once you 
begin full-time work. My internship also had a large focus on training and education, which means I came out 
of it with an applied knowledge of the workings of different areas of financial markets. This definitely stood to 
me when it came to interviewing for Davy.

Tell us about your work at Davy. For instance what does the average week look like?

I think every answer I’ve ever seen to this question says that no one day is the same, but that is actually true 
for me. Working in a predominantly research-based role is different from a lot of jobs in the sense that you 
are a master of your own time. This means that you need to be a self-starter and start your own projects/set 
your own targets as it can be easy to get lost in mountains of information.  My day usually starts by reading 
news and research reports. The rest of my day could be taken up with anything from updating our Excel 
databases to doing research for an upcoming article to keeping portfolio managers up to date on our views 
on the markets.  

What are the key qualities and skills common amongst the best analysts at Davy?

An important trait of a good analyst, and something that is very challenging at the beginning, is the ability to 
take a large amount of information and identify what is important/relevant and what isn’t. Another important 
trait is to be curious. In Davy we have a monthly investment forum which gives the opportunity for young 
analysts to discuss and debate economic and financial topics with senior members of the investment 
committee. This has helped me hugely by giving me a platform to ask about any areas of particular interest 
and also learn from analysts with decades of experience. 

Life at Davy - An Interview
David Collins - Davy
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With indications that the US housing recovery is here to stay,  we are putting a bet on home improvement 
retailer Home Depot, as a stock with the potential to take advantage of growth in this market. The home 
improvement retail industry is highly correlated with that of the housing market, thus, post the recession, 
stock prices for both Home Depot and Lowe’s (Home Depot’s largest competitor) recorded growth mainly due 
to improved prospects in the US housing markets and renewed construction activity. In 2014 alone, S&P’s 
Home Improvement Retail Index climbed approximately 35 per cent. 

According to the US Census Bureau, 2015 marks the first year when the Millennial generation is expected 
to outweigh the number of Baby Boomers in the population. Going forward, these younger and unsettled 
individuals can be expected to start families leading to increased housing demand and consequently increased 
home improvement demand. 

The sale of existing houses is one of the most important drivers for the home improvement industry. US 
home resales peaked in July to their highest level in 8 and a half years at 5.58 million homes sold, and this 
figure was at 5.36 million in October.  The number of US housing starts has faltered above the one million 
units per month mark since April, and whilst some may argue that the fall of this number from its high of 1.21 
million starts in June, to 1.06 million units in October indicates a housing slow-down, we remain confident in 
a market recovery. 

Arguably, the best indicator of the future of the US housing market is the number of building permits issued, 
which increased 4.1 percent to a 1.15 million-unit rate last month, indicating a bright future for the housing 
and home improvement industry. 

With a well performing management team, Home Depot has seen growth year on year and seems poised to 
profit tidily from this economic growth. Home Depot has strong financials, its return on equity is 78 per cent 
and this is coupled with strong dividend pay outs- up 160 per cent during the last five years. Management is 
also intent on completing $18 billion in stock buybacks by 2017. Importantly, Home Depot has not skimped 
on business investments to fund these buybacks, increasing capital investment year on year. Home Depot is 
particularly focused on improving its online presence, with .com sales currently constituting only 5 per cent 
of revenue. In order to achieve this, Home Depot has just opened the third of its three new Direct Fulfillment 
Centers. These massive facilities fulfill and ship orders directly to customers who make purchases online. 
They also recently opened a third customer care facility with an aim to enhance customer relations and 
another technology centre, expanding their efforts to enhance IT capabilities in conjunction with supply chain 
and merchandising transformations. Although the stock is currently trading at the higher range of its 52 week 
range, we see a compelling case for growth in Home Depot, founded on a stable balance sheet and excellent 
macro fundamentals.  

A Bet on the US Housing Recovery?
Laura Gallagher

Trinity SMF
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One of the most significant risks that has come to the forefront this year is the effects of climate change. 
Indeed, climate change has come to dominate the legislative agenda throughout the early stages of the United 
States presidential campaign, with Democratic hopeful Bernie Sanders declaring it as a ‘major security risk’. 
Moreover, this month saw the U.N Climate Change Conference in Paris, with over 150 world leaders setting 
themselves the objective of achieving, for the first time in over 20 years of UN negotiations, a binding and 
universal agreement on climate.

Traditionally, those responsible for managing portfolios have viewed climate change as little more than a 
periphery risk. However, given recent developments, our risk team has come to consider climate change a 
top priority risk both in the short and long term, in particular for businesses that operate on coast lines across 
the world. We only have to look at the devastating effects the Tsunami in Japan caused on local businesses 
to understand this priority.  

Climate Change Risk - A Storm on the Horizon
Elinor McColgan - Chief Risk Officer
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The gaming industry, once dominated by blockbuster console and PC titles, is shifting towards mobile. 
According to PWC’s media outlook 2015-2019, social/casual gaming revenue is expected to increase to $22.5 
billion, accounting for 24% of the projected $93.2 billion gaming market in 2019.  It is little wonder then, that 
Activision Blizzard entered a deal to acquire King Digital, the makers of Candy Crush and one of the biggest 
players in the mobile space, for $5.9 billion (a 20% premium on the share price at the time) last month. 

At first glance, the move looks expensive. King’s source of income is from a declining user base (474 million 
monthly active users in Q3 2015 compared to 495 million in Q3 2015), the majority of which come from its first 
and only major hit, the Candy Crush series. More recent attempts to expand this success have led to King 
producing games such as Bubble Witch and Pet Rescue, which mimic the concepts of their predecessor but 
have failed to mimic its commercial success. With companies such as Rovio and Imangi Studios struggling 
to follow on from the one hit wonders of Angry Birds and Temple Run, King’s woes are a common theme 
in the mobile gaming industry. Operational synergies can also be discounted, with King set to function as 
an independent unit after the acquisition. These trends make the 20% premium based on an Activision led 
rejuvenation of the Candy Crush franchise or the improbable development of another hit game hard to justify.

The real value of this deal lies in the acquisition of a successful mobile development team. Activision Blizzard 
had moderate success in mobile with the development of Hearthstone, a free to play card game based on its 
World of Warcraft franchise, last year. The free to play game has had 30 million users since its 2014 release 
and although Activision Blizzard has not explicitly stated how much the game takes in, a recent report from 
SuperData estimates monthly revenues of $20 million from micro transactions. This adaptation of a massive 
gaming franchise into an independently marketed mobile game looks to be the real catalyst behind the King 
deal. After the deal, King’s development team will have a host of recognisable franchises to draw inspiration 
from, including Call of Duty, Skylanders and World of Warcraft, as well as upcoming titles such as Overwatch 
and Heroes of the Storm. Given the recent shift towards digital entertainment among children, Skylanders, 
a toys to life franchise, looks to be particularly well geared for a mobile release. The franchise, having sold 
over 240 million action figures since its launch in 2011, would have a much broader target market compared 
to Hearthstone’s niche audience. 

Is King worth $5.9 billion? As a sole entity the price tag is probably inflated, but if this acquisition can provide 
Activision Blizzard with a platform to unlock mobile revenue streams for its franchises and grab a slice of 
2019’s $22.5 billion casual gaming market, that 20% premium might turn out to be a real bargain. 

Paying a Premium for Mobile Gaming: Is King 
worth $5.9 Billion?
Conor Davis

Moreover, it seems to underline the wide ranging effects of climate change that Michael Bloomberg will lead 
a newly created climate risk task force. This task force will look at how to judge carbon emissions from private 
companies as well as how to adequately judge the climate risk the company has. Bloomberg, of course, is 
all too familiar with these hugely disruptive event during his tenure as mayor of New York; Hurricane Sandy, 
the second-costliest hurricane in United States history, costing over $65 billion in damage and resulting in a 
period of severe disruption for the most important financial hub in the world. 

Analysing business risk with respect to climate change is a relatively new concept. Whilst little good comes 
from the devastation of natural disasters, and indeed we must pay heed to the long term damage that is 
being done to the planet’s resources, the past 3 years have resulted in a positive shift in emphasis. Where 
companies once saw managing environmental risk as another regulatory expense, they now realise the 
dangers climate change poses in terms of long term operations. Climate change has the potential to deplete 
raw materials and resources, raise operational costs, and indeed poses serious dangers to bricks and mortar 
operations in certain parts of the world. 

As such, we are now seeing many corporations refining their climate risk strategies, as well as seeking a 
greater understanding of areas in need of insurance. Whilst it is not a risk metric currently employed actively 
by the majority  of portfolio managers, if any, perhaps in years to come climate change risk may become a 
vital factor in the assessment of risk attached to prospective investments. 



Trinity SMF, kindly sponsored by EY, were proud to begin our 2015 Speaker Series by welcoming Aswath 
Damodaran, lecturer in corporate finance and valuation at the Stern School of Business at New York 
University. One of the world’s foremost experts on the subject of corporate valuations and mentor to some 
of the finest minds in the world of finance, Professor Damodaran was the first recipient of our ‘Award for 
Outstanding Contribution to Finance’. The Award for Outstanding Contribution to Finance was established in 
2015 to mark the fund’s 5th anniversary. The award seeks to acknowledge the achievements of a business 
leader or academic who has inspired and contributed to the education of our fund’s membership.

Describing himself as a teacher first, who also happens to love untangling the puzzles of corporate finance 
and valuation, Professor Damodaran’s talk was nothing short of exceptional. Mixing staggering knowledge 
with a keen wit, Damodaran entertained and educated throughout his two-hour masterclass, providing an 
extensive yet accessible introduction to the subject of valuation.
 
We at Trinity SMF were privileged to host and present the award to Professor Damodaran, whom we must 
thank for what was an exceptional launch to our Speaker Series.

Aswath Damodaran
Speaker Series

PAGE 16



Widely considered to be one of the world’s foremost economic writers and most influential financial journalists, 
Martin Wolf was the second recipient of the Award for Outstanding Contribution to Finance. Mr. Wolf is the 
associate editor and chief economics commentator at the Financial Times, the world’s foremost business and 
economic newspaper with a daily readership of over 2.2 million. 

Mr. Wolf is an honorary fellow of Nuffield College, Oxford, honorary fellow of Corpus Christi College, Oxford 
University, an honorary fellow of the Oxford Institute for Economic Policy (Oxonia) and an honorary professor 
at the University of Nottingham.

In a wide ranging and deeply informative Q&A session, Mr. Wolf drew on over half a century of experience at 
the very highest level of economic writing, providing a frank and reasoned discussion of some of the most 
pressing contemporary economic issues, such as the effects of continued turbulence in the Middle East and 
the extent to which Ireland has recovered from the Financial Crisis. 

Mr. Wolf was also presented the Trinity Praeses Elit Award by the Law Society.  The event was hosted by 
Professor Alan Barrett, chair of the Economic & Social Research Institute, and sponsored by A&L Goodbody, 
to whom we are both incredibly grateful. We must also thank Mr. Wolf for the opportunity to host him and 
learn from one of the foremost minds in global economics.

Martin Wolf
Speaker Series
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Climate change is a problem that must be addressed, whether it be for scientific, economic, political or 
philosophical reasons. Recent reports have found that unmitigated climate change could cause up to a 25% 
contraction in global GDP by the year 2100. The global economy would be marked by a widespread increase 
in inequality, as small but enduring headwinds have a magnified impact on growth. 

It is apparent that the long-run costs of climate change vastly outweigh the short-run costs of decarbonising. 
Moreover, massive profit opportunities already exist in renewables and technological progress is breaching 
new frontiers. Accordingly, confronting climate change now provides advantageous returns to investors.
It is in light of the above findings that I turn to the importance of the 2015 UN Climate Change Conference 
in Paris. The negotiations mark the fourth attempt in two decades to curb potentially catastrophic global 
hydrocarbon emissions. 

The overarching issues faced are ones of international collective action and enforceability, as the pact’s 
voluntary basis epitomizes the recognition of the impossibility to force nations to cut their pollution emissions. 
Within these concerns, the Parisian pact is confronted with three significant hurdles: 

The primary affair is that the covenant’s voluntary nature has already produced massive ambiguity within the 
draft created going into the Climate Change Conference. 

The Parisian negotiations commenced four years ago with the aim of including all nations, rich or poor. 
The idea was for all participating nations to volunteer their investment and methodologies to cutting carbon 
emissions over the long-run. As such, even if a deal is derived from the talks, it will be grounded in a myriad 
of widely different national promises rather than one single internationally recognized policy. 

The decision was made that negotiators would meet four times, between Bonn and Geneva, in order to yield a 
clear-cut draft for ministers to finalise in Paris. Instead, the final draft heading to Paris exemplifies a global 
discord. This has even presented itself on the most basic points such as how much countries should cut 
global emission and by when. 

The second problem is the division between developed and developing economies over whom the burden of 
emission mitigation should fall. 

The chasm, to be more specific, is between the rich countries whose pollution initially caused global warming 
and the developing nations vying for their share of industrial wealth. 

It has been reported that the developed economies are attempting to shift the onus of emission mitigation to 
the developing economies; a task that is likely to be impossible unless larger and predictable sums (greater 
than the $100bn a year already promised) are transferred in order to allow developing economies to cut their 
emissions while still achieving economic growth. 

Thirdly lies concerns over the implications of legal obligations, an issue of which many of the pivotal 
participants are wary. 

The European Commission vies for an “international treaty” containing legal obligations similar to the 1997 
Kyoto Protocol. This form of deal would be the most robust expression of international political will and 
expression, thus securing predictability regarding future pollution levels. 

However, US Secretary of State John Kerry has stated that the Parisian deal will “definitively” not be a treaty 
like the Kyoto Protocol, but rather one that drives a significant amount of investment towards the fostering 
of a low carbon economy. The Obama administration’s preference of an executive agreement rather than a 
legally binding treaty is understandable given the hostile nature with the senate that would be required to 
ratify any pact involving legally binding accountability. 

The Paris Climate Change Conference; Another 
Installment of Global Discord Means the Fossil 
Fuels Industry Remains Safe for now. 
Mark McGeough

Trinity SMF
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Furthermore, given that economies such as China and energy export leaders like Saudi Arabia and Nigeria 
are cautious of legally binding obligations - especially if they could have implications on economic growth 
- there lies the risk that the pledges could be pushed aside if they required forgoing short-term economic 
prosperity. 

If investors are aware that obligations are poorly enforced and could be overturned by a new Republican US 
president or by politicians elsewhere for that matter, it is improbable that much of the $90tn of expected 
investment in global infrastructure over the next fifteen years will be allocated to green energy, meaning that 
the fossil fuel industry remains safe from major political headwinds for now. 

It would be misguided to fail to acknowledge the collective step forward in dealing with the impending climate 
change crisis that the Parisian pact embodies; with the world’s largest carbon emitter, China, far more intent 
on cutting its emissions than it was in 2009. 

However, there remains a significant divide between the developed and developing nations in regards to 
whom should bear the greater economic burden of proactively dealing with the global climate change crisis. 
Furthermore, several nations that dominate the international realm of energy exports such as coal and oil 
would be pleased if there were no deal on the horizon at all. Consequently, whatever deal comes out of Paris 
is more inclined to be along the lines of a political facade rather than one that will produce the tangible 
progress required.
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It was a successful November for the Commercial Aircraft Corporation of China. Within days of each other, 
their regional jet the ARJ21 completed its maiden flight while the medium range narrow bodied C919 was 
rolled out. The C919 which will compete with best sellers the Boeing 737 and the Airbus A320 and will make 
its maiden flight in 2016 and first commercial service in 2018. What challenges lie ahead for COMAC and how 
is it likely to effect the industry?

First, we must look at the domestic market. Boeing estimate that the Chinese aircraft fleet will triple by 2034, 
of this 25-30% of demand will be made up of single aisle. Therefore it is no surprise that the both Boeing and 
Airbus see China as key driver of future growth. Airbus already have assembly lines in China while Boeing 
are working in establishing a 737 completion centre. With the benefit of state ownership, it is likely that the 
C919 will be well capable of eating up market share of the most profitable area in the sector. This has quickly 
become a genuine near term concern for both Boeing and Airbus.

On the global scale COMAC faces larger challenges. While Emirates President Tim Clark believes that 
COMAC has the “human resource, physical resource and wealth” to break into the market he also recognised 
the huge challenges that lie in front of the semi-state company. COMAC faces the challenge of assuring 
clients of quality, shedding the negative connotations attached to “Made in China”, COMAC is still yet to meet 
international safety standards. There is also the catching up COMAC must do outside of the manufacturing 
sphere. Airlines hold manufacturers to high expectations in regards to customer support. COMAC has hired 
consultants from abroad to try and meet these demands but building a network to match Boeing and Airbus 
will take a long time.

In conclusion, COMACs impact on the industry is likely to remain solely in China for at least the next 20 years. 
As Professor GAO Yuanyang of Beijing University acknowledges” Internationalising the ARJ21 and the C919 
isn’t realistic at this point”. However as far as long term prospects you can never say never when it comes to 
China. If it can use the C919 and domestic market growth as a stepping stone there is every chance COMAC 
can become a wold player within the next 50 years.

What does COMAC mean for the Commercial 
aircraft industry?
Kevin McDonnell



As a Senior Analyst for the Basic Materials sector in the Trinity Student Managed Fund my role is to research 
the top constituents of my sector and relay back any updates to the investment committee. As everyone 
knows, the Basic Materials sector is looking far from healthy at the moment, due in particular to the Economic 
Slowdown in China and the end of the Commodity Super cycle. So regarding the miners and the slightly less 
affected Chemical Companies, 2015 hasn’t been the best year for the sector. However, I have to say, having 
Monsanto as one of the top constituents means there is always something to keep you interested. 

Monsanto, a fertiliser and agricultural chemicals company based in Missouri, is often labelled as the 
‘face of corporate evil’ due to its production of GMOs, still a relatively futuristic concept. Although it isn’t 
the only company that produces so-called ‘Frankenfoods’, or the only company that doesn’t have the best 
environmental record, it still has earned itself the title of ‘The most hated corporation in the world’. 

Monsanto earned its fame in the 1960s, when the U.S. military were using herbicides as a defoliant in Vietnam. 
The most famous of these herbicides was a product of Monsanto; Agent Orange. Over the war the U.S. sprayed 
90 million gallons of herbicides over Vietnam in the hope of exposing the Vietnamese troops beneath the 
forest cover and killing any crops that may have been feeding them. In addition to destroying the habitat of the 
animals in the Vietnamese forests,  it was later discovered that Agent Orange caused serious human health 
issues such as tumours, deformities and psychological symptoms both in the Vietnamese population and also 
the U.S. servicemen who had been exposed to the chemical.

Having Agent Orange under its lists of achievements didn’t help Monsanto. It only planted the seed of 
mistrust among the American people, a mistrust Monsanto was never able to shake off. Even today Monsanto 
occasionally gives reason to believe its right to be suspicious of the corporation. 

Within the last 3 months, there has been at least 700 court cases brought forward from Americans claiming 
that Monsanto’s herbicide has caused their cancer. Proof has been found that Monsanto had been funding 
the research for academic papers to put GMOs and themselves in better light, there has been allegations 
against them from a MIT graduate that they lack all GMO regulation and one of their factories in France was 
set on fire. 

More recently, Monsanto are facing the Tribunal in the Hague for ‘crimes against nature and humanity’. 
The official statement reads: ‘’Monsanto is able to ignore the human and environmental damage caused by 
its products and maintain its devastating activities through a strategy of systemic concealment: by lobbying 
regulatory agencies and governments, by resorting to lying and corruption, by financing fraudulent scientific 
studies, by pressuring independent scientists, by manipulating the press and media…’’

The company appears to have no moral compass. Its undoubtedly impressive work on the crops of the future 
does not outweigh the fact that the advancements are not worth the negative impact on human lives. It 
has a monopoly on the seed market, producing seeds that only have one year of growth, forcing farmers 
to continuously buy new seeds every year. It conducts all of its own safety testing but has never conducted 
any long term studies. Due to Monsanto’s general conduct, there are many groups and websites specifically 
servicing the hate campaign against Monsanto, such as www.march-against-monsanto.com.

Yet despite all of this, Monsanto’s share price has tracked the basic materials decline over the last year but 
does not seem to react even when blow after blow comes for Monsanto. At the beginning of this year trading 
it was at $120, it followed the slump in the Basic Materials sector hitting its 52 week low in September of $83 
and now is climbing back up and is coming back into the high $90. The only reason I can attribute to this is 
that the investors of Monsanto know what they are buying into. They know that Monsanto almost represents 
the issue of corporate morality, but they make the returns so in an investors view, it seems like a good bet.

Monsanto perfectly raises the question whether morality should come into what you’re investing in. I believe 
that if Monsanto are ever going to change and get back onto the straight and narrow, it has to stop being 
reassured by financial backing, that the end justifies the means . All in all Monsanto is a very interesting 
company, but I do hope in the future that management realise that Corporate Social Responsibility isn’t a 
suggestion anymore, it’s a requirement.

Monsanto - “the most hated corporation in the world”
Ellen Hogan

Trinity SMF

PAGE 20



Since the turn of the century there has been a rapid and substantial consolidation of the worldwide beverage 
industry.  However 2015 was the year where this trend became headline news when the world’s two largest 
brewers Anheuser-Busch InBev and SABMiller agreed to merge transforming the industry. This behemoth 
dubbed “MegaBrew” will hold a dominant share in nearly every major market and produce nearly one in three 
of the world’s beers. This merger underscores the wider industry trend where brewers must be exposed to 
developing markets and to beer styles that cater to demand for locally-produced varieties.

Anheuser-Busch InBev was founded in 2008 when the famous American brewer of Budweiser Anheuser-
Busch was acquired through a hostile takeover by Inbev. However after years of acquisitions the company 
has found itself stuck in slow-growth markets with contracting beer volumes particularly the US and Brazil 
which account for half of Anheuser-Busch’s beer volumes. While the US has remained the world’s second 
largest beer market after China and the companies most profitable region changing consumer tastes driven 
by Millennials who are gravitating towards import and craft beers has put volumes and margins under strain. 
Their flagship brand Budweiser overall has seen a 28% overall drop in domestic US sales over the past five 
years while craft beers have grown 14% per year over this period. 

The unsustainability of this situation has driven Anheuser-Busch InBev to reduce their dependency on the US 
market by increasing their exposure to developing markets in China, Latin America and in particular Africa 
by merging with SABMiller.  Anheuser-Busch has historically relied on a strategy of aggressive acquisitions 
to grow revenue and margins and this deal will be no different with Anheuser- Busch InBev announcing that 
the merger would result in cost and efficiency savings of some $1.4bn. SABMiller formally South African 
Breweries has a 34% market share in Africa and holds and 49% share in Chinese beer Snow the best-selling 
beer worldwide. The lack of geographical overlap between the two companies and the monopolistic power of 
holding six of the top ten brands worldwide will allow Anheuser-Busch to postpone its short term problems.

Nevertheless the perilous rise of the craft beer industry remains and it must be confronted if this merger 
is to be a success in the long term.  American craft breweries and defined as those who produce under 6 
million barrels a year and are independently owned with less than 25% ownership by a non-craft beer alcohol 
company. Craft beer’s surge is evident when observing its share of the American beer industry up from 2.65% 
in 1998 to 11% in 2014 which has alarmed the country’s main breweries.  

During ingredient shortages “MegaBrew” will be able to use its excessive purchasing power to drive out 
smaller competitors. In fact, currently Anheuser-Busch consumes 15% of the entire U.S. rice crop and it must 
exercise this power when the opportunity arises. This lever against craft breweries can become increasingly 
potent if Anheuser-Busch continues in their policy of dominating the US distribution chain thus making it 
increasingly impossible for these small independent breweries to navigate their products to the consumer. 
While 10% of the total volume of US beer sales is done through distributors they own it is the influence 
they can wield over independent wholesalers which can be most effective. Last month they introduced a 
new incentive program that could offer some independent distributors in the U.S. annual reimbursements 
of as much as $1.5million if 98% of the beers they sell are AB InBev brands. While this program has come 
in for criticism it must regardless be extended if they are going to be successful in slowing down the rise of 
American craft beer.

In recent times AB InBev have begun to acquire craft breweries including Goose Island in Chicago and Elysian 
in Seattle with most customers remaining unaware. With the end of the era of rock bottom interest rates fast 
approaching AB InBev must rapidly acquire as much of the US craft beer industry as possible while it remains 
efficient to do so. The success of their acquisition strategy will be critical to the long-term success of the 
company as Millennial become increasingly important to the US economy.

While there are still many doubts over whether the deal may be stopped by competition regulators and even 
it is passes how big the company will actually be after expected extensive divestures there remains one 
certainty. With a global behemoth controlling a third of beer’s worldwide sales the alcohol industry will never 
be the same again.

The emergence of “MegaBrew” and its conflict with Craft Beer
Richard Sparkes
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2015. The year of Daesh, Charlie Hebdo, the Paris Attacks and the refugee crisis. On the economic front 
we’ve seen Chinese equities collapse, another suicide attempt by Greece and continued monetary divergence 
across Developed Markets, with stimulus in Europe and expected tightening in the US. These events are all 
global in nature, yet have had huge implications on everyday life. The way that we conduct ourselves in 2016 
will reflect what we have learned – or didn’t learn – in 2015.

Investors are on a knife edge, scrutinizing every data print and global event to try and predict how markets 
will react. Every speech a politician, banker or CEO makes is critically analysed, and the immense speed of 
modern communication means that we are living in an ever smaller world. But what does this mean for us 
as investors?

Primarily, this magnification of the importance of geopolitics means that investors must pay attention to the 
world around them. Connections and predictions should be made, but with greater caution. A slump in oil prices 
has been the story of the year for commodity investors, but focusing solely on popular markets and specific 
goods means that investors are simply following the herd – often straight to the slaughterhouse. Therefore, 
thorough geopolitical analysis enables investors to examine both foreign and domestic developments with a 
particularly focused lens.

Large scale political discussions, such as the G20 Summit, provide an ambience that investors can gauge. 
Regional conflicts, with scope for global effects – whether it be Iranian-Saudi proxy battles in the Mid-
East, flaring tensions in the South China Sea or the unspeakable tragedies being orchestrated by Daesh 
– investors must take these externalities into account. For example, should investors expect a switch in 
French government expenditure? Will they increase taxes to fund military advancement and deployment in 
the offensive against Daesh? How will this impact the economy? Such events send shock waves across the 
world, and more importantly for an investor, across the market.

Geopolitics and markets are intertwined, and a shift in geopolitical circumstances could have either significant 
or miniscule impact on market factors. Another example of this phenomenon in action is the downing of a 
Russian jet by the Turkish military. This event may be seen as purely political, but on closer inspection we 
see how such geopolitical events impact the market. Russia has retaliated by banning the import of Turkish 
commodities, such as food. They have also restricted access of Turkish nationals into Russia. Investors are 
being extremely cautious, because further backlash remains shrouded in uncertainty. Some analysts are 
expecting this barricade to have adverse effects on the Russian economy, with food prices – already under 
pressure from the sanctions imposed on European imports in the midst of the Ukraine crisis– expected to sky 
rocket taking inflation along with it. 

In the face of such events, investors should be cautious and look outside the box – should we prepare for 
Turkey to annex Russian oil, with Russian oil stocks taking a hit? Could the value of Turkish commodities 
tumble due to the drop in exports following their eviction from Russia? Will this send a shockwave across 
Turkey’s growth outlook? Investors are constantly asking questions and insightful geo-political analysis can 
provide the answers.

In conclusion, the importance and sway of geopolitics in today’s markets has never been more relevant for 
investors. We live in an information age, and we can utilise the power oftechnology to improve our portfolio 
and increase our returns. However, all of this information is redundant if we do not try to make estimates on 
how the market will sway in the turbulent ocean that is geopolitics. Consider your portfolio a boat – without a 
good captain, who can recognize choppy seas ahead and prepare to confront the swell, the ship will go down. 

Investors should always be scanning the horizon for information about geo-political developments and how 
they could impact on their portfolio. Without an acute knowledge of geopolitics in today’s climate, an investor 
is blind to the tidal wave ahead.

Geopolitics: The Future and Now
Shane Traynor



2 years ago I joined the SMF as a Junior Freshman BESS student excited by the world of finance. Intuitively, 
a career with a bulge bracket investment bank as a trader or M&A analyst seemed to be Holy Grail for young, 
ambitious students. Two years later that eager analyst has grown up and learnt a lot about himself. No longer 
attracted to the bright lights of S&T on Canary Wharf and Wall St., nonetheless I remain involved. Why? 
Because the SMF is no longer for those just interested in IBD and S&T. The soft transferable skills the SMF 
has taught me cross over countless career paths. The SMF is broadening its horizon; members are joining 
from all disciplines to equip themselves for work in various industries. 

As Chief of Staff this year I’m watching with great pride as the demographics shift before my very eyes. 
Our committee alone comprises of students studying maths, law, philosophy, politics, computer science, 
theoretical physics – even a PhD in robotics. In short, not exactly what one might expect from a finance 
society like the SMF. Without examining the fund in detail and rather just using this group as a sample is a 
clear indication to how the society appeals to various disciplines. It also says a lot about membership and 
progression in the fund doesn’t have pre-requisite of any certain course or career goal. The fund is open to 
all types of members and we are more than happy to welcome their involvement.

We are seeing a growth in science and engineering students in college in recent times as SMF membership 
reaches far beyond the confines of Arts, Humanities and Social Sciences. Concurrently, we have also seen a 
great gender balance in recent years, this year exceeding our target of 25% female membership, which now 
stands at 30%. More encouraging still is the likelihood of a greater female representation on our committee 
for the coming year, with the continued success of our Women in Business network. This initiative has resulted 
in  7 out of 24 Sector Management roles taken up by women in the fund for this year, up from only 4 last year. 
We are working hard to improve female engagement in an industry where females are underrepresented. We 
are very proud of the growing number of females getting involved. 

However these changes don’t come about out of thin air. There are causes that we can use to explain these 
trends. Firstly as our alumni grows so does the experience of our members. It’s fair to say you never really 
leave the SMF and with all our alumni keeping in touch our members are seeing a multitude of options in 
terms of career paths and contacts. For Fresher’s week this year we had a banner sporting the logos of some 
of the companies our members had either interned or gone on to work in – this banner has begun to read like 
a who’s who of the corporate world. This idea that the SMF is genuine career experience is catching on among 
Trinity students. Word of mouth is still a powerful tool and I’ve noticed referrals and personal recruitment by 
members at all levels is having a massive impact on or continued growth.  

The SMF has grown exponentially over the last 5 years as it develops a reputation as the foremost business 
society in any college in Ireland. I am massively proud to have been involved in that. If the past 5 years are 
anything to go by, the next 5 will be something very special.

The Present and Future of the SMF
PJ McGrane - Chief of Staff
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InFocus

In February 2011 monthly iron ore prices (USD per dry metric tonne) was $187.18. By October 2015 it was 
$52.74; and is now hovering just above the $40 mark. That’s a fall of 82% from February 2011 to October 2015. 
This slump has primarily been attributed to the slowdown in China. The slowdown however is no longer the 
main driver of the price slump. A massive surplus of supply is now the driving force behind it. What began as 
a demand side issue has become a supply side issue, caused by the three biggest players in the market; BHP 
Billiton, Rio Tinto and Vale. The market has entered into a price war. The aim of which is to drive competitors 
out of the market, particularly the Chinese market.

The main iron ore producers would of course dispute this. They point to the fall in demand from China. Which 
for years had been feeding the commodities glut with its seemingly never ending desire for them. But when 
the economy began to falter this demand shrank significantly. Leaving the suppliers and market with a huge 
amount of excess supply. Basic economic supply and demand theory took hold and the price dropped. But the 
issue in the iron ore market is the market has not returned to equilibrium. In fact it has moved further away 
from it. The miners have continued to increase supply as if the slowdown in China never happened.

The big three iron ore miners continue to escalate their output. Producing record amounts of iron ore. One 
could argue there is nothing sinister in this. They have the capacity and capability. Financially it may be more 
economical for them to suffer the losses in revenues than ramp down production or even shut mines. This 
is because returns to scale within the mining market are huge. Running mines below capacity can be more 
costly than at capacity. Smaller miners who have lowered output may have taken the nuclear option. It also 
must be pointed out the big miners are under no obligation to other producers. They are still profitable at 
current market prices. So they are not producing at a loss to drive others out. One could draw analogies 
with the airline market. Where low-cost airlines challenged the status quo by using more efficient cost 
management to increase margins, rather than prices.

The difference with this market and the airline market analogy is the low cost producers are also the biggest 
firms in the market. So not only do they have the lowest costs, they also have the deepest pockets. Thus far 
for example BHP and Rio Tinto have not needed to change their dividend policy. Why this matters is it keeps 
shareholders happy. Shareholders are less likely to agitate for a change in policy on production. This allows 
the big three to continue to protect and even increase market share by increasing prices and driving prices 
lower. This is why the dam Samarco dam burst may actually benefit the market. As BHP look increasingly 
as if they will be forced to change their dividend policy. What is sinister about these tactics is what it does to 
competition. By forcing competitors to lower production they potentially hamstring them for years to come. 
This allows the big three to fill the void in supply left by those exiting.

The global nature of the commodities market makes this a very difficult issue to tackle. The only potential 
option for stopping it would be a moratorium in China on the purchasing of iron ore. At least until its stockpiles 
begin to become depleted. But again this harms efficiency. Why should the Chinese firms be prevented from 
benefitting from the low costs. Iron ore is non-perishable, it could be bought and held until required. There 
is a very low chance of this happening. As unless something stands to harm the Chinese economy they’re 
not going to consider it changing it. Addressing the issue would necessitate a sort of global response and 
cooperation that is rarely seen, and thus highly improbable. The status quo remains the most likely course 
of events.

The underlying question remains; is this a bad thing. BHP, Rio Tinto and Vale are benefiting now from their 
prudent cost control during the glut. When they could easily have allowed them to escalate as the price 
per tonne climbed ever higher. The other firms in the market are being punished for their inefficiencies. 
Monopolistic power and all the negative effects it brings is why an issue exists. These three firms are flooding 
the market to drive competitors out of the market. Granted they are still making a profit on this production. 
But profit alone is not justification to flood a market. They are engaging in an anti-competitive practice to 
create a position of market dominance. This is harmful to the long run future of the iron ore market. It needs 
an exogenous shock to help change the state of play. Perhaps the Samarco dam burst will provide this as 
Vale and BHP face huge unanticipated costs potentially, or it will leave Rio Tinto in control. Only time will tell.  

Iron Ore Wars
Timothy Blythman
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Of late, Ireland has received criticism from the continent and the US regarding it’s relationship with large 
multi-nationals, but is it warranted? 

It is undeniable that Ireland have benefited strongly from the implementation of one of the lowest corporation 
taxes in Europe at 12.5%. To put that into perspective, the UK currently sits at 20%.

Recently, UN official Philip Alston lambasted the Irish system; remarking that, ‘nobody believes Ireland is not 
a tax haven’. This is not completely accurate. It is true that in 2014 Ireland was ranked 10th globally in FDI 
(Foreign Direct Investment) flows, that corporate tax accounted for a substantial 11% of its total tax intake 
(however the UK had a similar split with 8%), and that the system has too many flaws such as the infamous 
‘double Irish’ tax loop hole. 

However it is also true that the OECD (Organisation for Economic Cooperation & Development) recently 
reported that Ireland did not meet any of the requirements set for being labelled a ‘tax haven’. The difference 
between Ireland and actual tax havens such as Luxembourg and Bermuda is evident when one looks at how 
these MNCs (multi-national corporation) operate in Ireland. 

Rather than choosing Silicon Valley or Tel Aviv, Intel chose Ireland as the location for their new 5 billion euro 
research and development centre. Microsoft is paying 8 million euro for infrastructure improvements alone 
and Google is spending 150 million euro on a data centre in Dublin. Furthermore, foreign industry accounts 
for a sizeable 161,000 jobs in Ireland, and with each job comes indirect corporation tax. Thus, it seems unjust 
to simply dispel international interest as merely that of firms seeking a peripheral ‘letterbox company’ like 
in the Netherlands. 

Perhaps Philip Alston should give more thought to the fact that Ireland is also an attractive place to do 
business. Ireland is the only English-speaking Eurozone economy, it has the 4th highest percentage of 
university graduates in the world, in 2014 it’s economy saw the largest growth in Europe, its education system 
ranks among the top 10 globally, it averages 540 flights a day going through Dublin alone, boasts the second 
fastest broadband speeds in the world and its population is the youngest in Europe with 40% of the population 
being under 29 years old. Moreover, unlike their neighbours who are facing an uncertain future due to the 
possibility of ‘Brexit’ whilst also seeing the increased popularity of leftist political discourse propegated by 
Podemos, Syriza & Corbyn’s labour amongst others, Ireland seems to be a safer bet.

Be that as it may, Ireland must take care not to lapse once more into the over-reliance it had on FDI pre-
crisis; a clear case of too much of a good thing. Although it is inevitable that, as a small open economy, they 
will invariably feel the ripples of global market volatility more keenly than others. Especially seeing as in 2013, 
MNCs accounted for almost eight times as many exports as Irish companies did. 

However as Ireland becomes less reliant on the historically fluid foreign financial sector and more linked to 
pharmaceuticals, chemical and tech services - currently accounting for 50% of exports - FDI is becoming 
more dependable. Finally, its dealings with Asia - China in particular - are minuscule whilst the Irish Industrial 
Development Authority (IDA) only has one office in the whole of South America. This shows that there is still 
some scope for additional foreign investment, whilst also allowing Ireland to hedge its’ bets when it comes to 
the ever-changing fortunes of its foreign investors. 

Thus there is no need for Ireland to kowtow to the questionable criticisms and increase its’ corporation 
tax. Nonetheless, Ireland would do well to end its complicity when it comes to lax legal loop-holes, whilst 
simultaneously continuing to seek long-lasting relationships with worthwhile foreign corporations.

Is Ireland becoming the next Bermuda?
Gregory Arts
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Last month, it was announced that US pharmaceutical giant Pfizer was entering talks with Botox maker 
Allergan into creating the world’s biggest healthcare company. The $160bn deal has now been agreed, with 
Pfizer acquiring Dublin based Allergan at $363 a share. This merger is yet another high profile M&A transaction 
this year, pushing global announced deal volume to over $4.3 trillion, a record. ‘Pfallergan’ in particular 
has re-ignited the debate around large US healthcare companies inverting their tax domicile to lower tax 
nations such as Ireland to achieve significant tax savings. The merger also has important implications for the 
dynamics of a sector that is increasingly consolidating. 

Let’s examine the key motivations behind this deal. While the tax savings opportunity is obvious, this combined 
company has an established presence across multiple healthcare industries. From Pfizer’s perspective, the 
deal would add to their line-up of biosimilars, or imitations of expensive biologic drugs. Pfizer also views 
the deal as an effective way to build up its branded drug portfolio since important patents have expired in 
recent years. Allergan will contribute lucrative product lines to Pfizer’s core innovative business, including 
aesthetics such as anti-wrinkle treatment Botox, Viagra and opthalmology and neurology brands. These 
results should also help drive Pfizer’s plans to split late next year, after compiling three years of financial 
data treating its “established products” division, which sells generic medicines, and its “innovative” patent-
protected medicines unit, as if they were separate companies. 

Nonetheless, Pfizer’s ability to put tens of billions of dollars of overseas cash out of reach of the US Internal 
Revenue Service and its 35 per cent tax rate by shifting its tax base to Dublin is clearly the cornerstone of 
their strategy. There has been significant political noise surrounding Pfizer’s redomicile, with the Obama 
Administration preparing to unveil measures to deter US companies from using takeovers to relocate their 
domicile to low-tax jurisdictions. Despite these measures from Washington, a redesign of the US tax code is 
badly needed since its tax base continues to erode - Pfizer paid an effective tax rate of 26% vs Allergan of 5% 
last year. Thus it remains to be seen whether the surge in M&A deals will continue at such high levels in 2016.

There is no doubt however that ‘Pfallergan’ will be a pharma behemoth with a well-rounded portfolio, solid 
pipeline and ample cash levels ($66bn) taxable at a low rate. The deal should accelerate Pfizer’s long term 
goal of splitting the business and gives Allergan’s access to 40 new markets. The merger also refocuses the 
spotlight on US Treasury policy where US businesses pay the highest rate of tax in the world.

The Significance of Pfallergan
Phil Bane
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