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That which we persist in 
doing becomes easier for 

us to do; 

not that the nature of the 
thing itself is changed,

 
but that our power 
to do is increased. 

Ralph Waldo Emerson
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CEO’S Welcome
Dina Abu-Rahmeh

As the Chief Executive Officer of the Trinity Student Managed Fund, 
it is with great pleasure that I present to you to our annual InFocus 
publication. The  InFocus publication serves as a collection of our talented 
members’ experiences and ideas, as well as a platform to promote 
exclusive offers shared with us by our partners. The SMF’s goal in paving 
pathways to opportunities is to maximise personal, professional and 
social development, while also enriching learning with exposure to real-
world experiences. 
 
The SMF provides an unparalleled educational experience to members 
through world-class speakers and “Edu-Class” sessions conducted by our 
corporate partners. The experience and knowledge of our members are 
reflected in the amazing investment ideas and portfolio performance 
they present. 

Highlights of this term include but are not limited to; the Women in 
Business Conference; Diversity and Inclusion Mentorship Programme; 
our annual banking trip to London; and our Speaker Series. Some notable 
Speaker Series guests we are welcoming to Trinity College this year 
include Bill  Browder, American-born British financier, and economist 
who established the Magntisky Act; Jim Rogers, the legendary investor; 
and Burton Malkiel American, economist and author of A Random Walk 
Down Wall Street.

Through these efforts and those previous, the SMF has grown to be 
a well-recognized society on campus - known to provide invaluable 
opportunities to its highly motivated and career-driven members. I am 
proud to say that this year, SMF reached a record high of over 1,200 
members.
 
It is a great privilege to have the opportunity to work with Trinity’s and 
Ireland’s most ambitious students and be part of a society that has a 
palpable effect on its community. I very much look forward to the 
academic year and hope everyone makes the best out of our events. 

Editor’s Note
Lucinda Mills

InFocus truly encapsulates the inquisitive nature of the 
SMF’s members as they continuously push themselves to delve further 
into topics that are shaping today’s markets. This year’s edition showcas-
es their knowledge, highlights previous experiences, gives insight to our 
events and performance, as well as providing a learning opportunity for 
the broader community. 

Trinity SMF would like to thank our sponsors for their ongoing support; 
without them, the Fund and this publication would not be possible. 

InFocus was created for the purpose of being an educational resource, 
and I hope you learn something new from the works of our sponsors 
and members. Editors Pick: “A House of Cards” by Ryan Clarkson, pg. 15.
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Operations 
Overview 
Kerrie Patterson

Each year, we host a reach of Speakers Series, events, conferences and 
fairs. Speakers Series Events consist of a presentation of our Award for 
Outstanding Contribution to Finance and an address. This award is 
presented each year to a business leader, academic or any calibre of 
person that the SMF committee feel have excelled in the practice or 
teaching of business and finance both in Ireland and abroad.

Previous speakers include Meb Faber, co-founder and the Chief Invest-
ment Officer of Cambria Investment Management and podcast/blog 
content creator; Monish Pabrai, Indian-American businessman, inves-
tor, and philanthropist and founder of Pabrai Investments Funds, Ms. 
Mary Robinson, Former President of Ireland; Mr. David Swenson, Chief 
Investment Officer of the Yale Endowment Fund; and Governor How-
ard Dean, Chair of the National Democratic Committee.

2019/20 speakers include Bill Browder, founder and the CEO of Her-
mitage Capital Management and human rights activist; Jim Rogers, 
American businessman and financial commentator; and Burton Malk-
iel, American economist and writer, most famous for his classic finance 
book A Random Walk Down Wall Street.

The Women in Leadership Conference is held every November. 2019 
Speakers included, Julie Sinnamon, CEO of Enterprise Ireland, Caroline 
Dowling: President of Flextronics, Lauren Simmons, Only and youngest 
female trader on the NYSE and Mick Sweeney. The 2020 Event titled 
“Agents of Change” saw a panel discussion from - 2019/20 - Margot 
Slattery, Siobhan Talbot, Sene Naoupu and Andrew Keating.

The Leadership Perspectives Conference is the SMF’s showcase event 
of the year, held in the last week of January. Each New Year, we focus on 
a new theme and invite an international panel of high-level business 
leaders to discuss their experiences in this area. In 2019, the theme 
was “A World of Opportunities” and the event saw a panel discussion 
between Dame Vivian Hunt, Head of McKinsey & Co in the UK and Ire-
land, Dr Pippa Malgrem, Bestselling Author, Special Adviser to the Bush 
Administration and Co-Founder of H Robotics, Jamie Heaslip, Former 
Irish Rugby Player and Caroline Keeling, CEO and Managing Director of 
Keelings, whom each shared their individual experiences in leadership 
roles and addressed the challenges facing leaders in today’s economic 
and social environment, providing the audience with invaluable guid-
ance with regard to embracing opportunities.   

The 2020 Event will be held on the 29th January. At Trinity SMF we be-
lieve that diverse leaders bring diverse leadership perspectives, broad-
ening opportunities and capabilities beyond boundaries. This 2020 
event, entitled ‘Diverse Leaders’, will encompass a range of interna-
tional leaders to address the lack of diversity in the C-Suites and Board 
Rooms and the challenges that we must tackle to see our goals come 
to fruition. To achieve the goals of increased diversity in leadership, we 
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Freshers’ WeekSpeaker Series: Bill Bowder

recognise that we must constantly strive for change and promote environments of inclusion. The purpose of the 
evening is to provide actionable insight and inspiration for our members towards encouraging celebration of di-
versity and inclusion. We hope to construct an environment whereby a thought-provoking discussion across a 
range of topics is formed and enjoyed by everyone in attendance. 

Confirmed for 2020 we have Cecil Martin, former Philadelphia Eagles fullback in the NFL, Sky Sports Broadcaster, 
business-man and motivational speaker; Brian O’Sullivan, CEO of Fulfil Nutrition, previous Head of Cadbury Ireland 
and European Sales Strategy Director at Cadbury; and Dr Heather Melville OBE, a British banker, the Director and 
Head of Client Experience of PWC UK. In September 2016, Heather Melville was appointed to the Board and as 
Chair of the Advisory Committee for 'CMI Women'. She is a diversity, inclusion leader and founder and Global Chair 
of RBS Focused Women's Network. She is recognised in Financial Times 2016 inaugural UPstanding100 Executive 
BAME Power List (UK & US) and Financial Times 2017 EMpower 100 ethnic minority leaders 100. In 2017 Heather 
was recognised with an Order of the British Empire for her ‘services to Gender Equality’.

In 2018 the SMF also held a Fintech Conference and an Investments Conference, with many notable speakers and 
panel discussions on current topics. The speakers that are confirmed for our inaugural Alternative Investments 
Conference in 2020 are Chris Hulatt, Peter Garvey and William McQuillan. 

Chris Hulatt is the Co-Founder of the Octopus Group which is one of the UK’s fastest growing companies, operat-
ing in two sectors - financial services and energy supply. Chris was awarded the EY UK Entrepreneur of the Year in 
2017. The investments of Octopus Group, which was founded in 2000, have put more than £8.5 billion into the UK 
economy. Peter Garvey is a Managing Director at The Carlyle Group and Co-Head of Carlyle’s €292m Ireland Fund. 
Peter, who is an alumnus of Trinity College Dublin, has over 20 years experience across private equity, management 
consulting and both leverage and corporate finance having previously held roles at Goldman Sachs and McKinsey 
& Co. William McQuillan is a Co-Founding Partner at Frontline Ventures, which is an early-stage tech-focused ven-
ture capital fund. Frontline Ventures, which has offices in Dublin and London, announced a €60m fund in 2017 
and recently announced plans to invest €10m in early stage software companies in the next 12 months. William 
graduated with a degree in Business from Trinity College Dublin. We look forward to hosting our annual Alternative 
Investments Conference in February 2020.

It has been a pleasure to serve as Chief Operating Officer for the Trinity SMF 2019/20 academic year. I would like to 
take this opportunity to thank each of the speakers mentioned above for taking the time to share with us this year 
and inspire SMF members as we begin our careers after college.

EduClass Series Women in Leadership Conference
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Graduate roles available commencing September 2020 
Visit our group website: www.elkstonepartners.com

Elkstone is proud to be a partner of Trinity SMF

Experience something 

Start your career with Elkstone – Ireland’s Leading Multi-Family 
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Investment Outlook
Aaron O’Neill

Despite a strong January rebound, a weak finish to 2018 equity markets has had a lasting effect on capital markets 
which are now driven far more by fear rather than fact.
 
It is no secret that the US is experiencing the longest bull market on record leading investors to believe that a turn 
in the market is imminent. This in turn with unpredictable political noise from the US is creating significant volatility 
for financial markets.
 
On paper, market returns may look promising with the S&P 500 index up 22% and reaching all-time highs in No-
vember but market fear is limiting growth leading to underwhelming performance for the economy that is in it. 
The S&P 500 in fact is only up 5% based of October 2018 levels and this combined with increasing share buy-back 
schemes (artificially increasing earnings) shows market fear.
 
Going forward it is likely that economic growth can remain at previous trend levels through the end of the year 
and into late 2020. The US economy was stronger than expected in the second quarter, the U.S. labour market and 
consumer spending are relatively quite healthy, and inflation and interest rates remain low in both the US and 
Europe. Valuations still remain fair based on current market expectations and we are likely to see an acceleration of 
earnings up to Q2 2020 based on low comparables for 2019.
 
On the backbone of Brexit uncertainty, the SMF has cautioned away from UK equities and more so from UK revenue 
exposure but opportunity does lie within the market in terms of leading British companies with little domestic 
exposure along with a growing opinion that the Brexit outcome may not be as detrimental as previously thought. 
Given current macroeconomic conditions in Europe, equities in the region are overpriced (albeit with the dovish 
outlook of the ECB).
 
The SMF portfolio currently holds AUM of just over €160,000 gaining just over 14% since March. The fund uses the 
MSCI World Large Cap index as performance benchmark which we are currently exceeding with an alpha of 1.9%.
 
The fund is structured around 10 sectors in line with the benchmark and part of our investment strategy includes 
taking convictions on certain sectors with regard to the current market views of the Chief Investment Officer and 
Chief Macroeconomic Officer. 
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Women in Business
Liz Bolger

Photo: Women in Leadership Conference

The Women in Business initiative was established to 
encourage greater female participation within the 
fund, empower our members and to ignite discussion 
about gender equality in the workplace. It was set up 
in 2016 when we had a female representation with-
in the fund of 25%, this has increased to our all-time 
high of 45% representation. 

A part of the Women in Business Network is the Men-
torship Programme, run by Emma Burns. This year, we 
decided to expand the programme to include both 
males and females as we wanted to highlight the fact 
that females often are mentored by a male in prac-
tice and vice versa. The programme now has a total 
of 60 members, including mentors and mentees. The 
mentors are largely from the financial industry includ-
ing accountants, asset managers, and equity analysts. 
The programme aims to allow mentors to share their 
professional expertise with SMF members so students 
can draw inspiration from their mentors’ experience. 
The mentorship programme hosts 4 events each year 
and this year each event is themed with a panel dis-
cussion or talk. Our first meet up was on the 1 st of 
October and its theme was ‘Networking’. We had King-
sley Aikins from the Networking Institute give a fan-
tastic speech on the topic.

This year, we are collaborating with UCD to organise 
a Women in Business event with students from both 
colleges. We think it is a good opportunity for further 
expansion of the network and to promote the impor-
tance of the Women in Business division. We are also
planning an event to highlight the importance of In-
ternational Women’s Day in March 2020. 

On the 10th of October, we had our fourth Annual 

Women in Leadership Conference. The event took 
place in the Dargan Theatre of the new Business 
School. The event was moderated by Pádraig Ó 
Ríordáin and our prestigious panelist speakers were 
Siobhan Talbot, Margot Slattery, Andrew Keating, and 
Sene Naoupu.

Siobhan Talbot, CEO of Glanbia, heads up the Irish 
global nutrition group with operations in 32 coun-
tries. Siobhan is the second female CEO to head an 
Irish listed company.

Margot Slattery is the Global Chief Diversity Officer of 
Sodexo and the previous CEO. Margot was the found-
ing chair of Sodexo’s Women Work network launched 
in 2011 to help female employees enhance their pro-
fessional and personal growth.

Andrew Keating, CFO of Bank of Ireland, works hard in 
boosting the bank’s diversity and was instrumental in 
developing the firm’s ambitious 50:50 by 2021 gender 
target for senior roles. He also introduced a maternity 
charter to support working mums.

Sene Naoupu is an Ireland women’s rugby union in-
ternational as well as founder and operator of her 
business Senshaper.

The theme of this year’s conference was ‘Becoming 
Agents of Change’. While society has made great 
strides towards achieving gender balance, we also 
must recognise the work that is left to do to achieve 
gender parity. We had the privilege of hearing from 
four incredible business people about their experi-
ences and their insight into how change can be re-
alised.
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Trading Division
Emma-Louise Ruane

The Trinity Student Managed Fund was established 
almost 10 years ago with the aim of providing 
its members with financial education, industry 
opportunities and continuous professional deve-
lopment. Since then, the fund has blossomed and 
continues to grow in size each year. Its continued 
development throughout the years means we can 
now count ourselves as one of the largest societies on 
campus. 

To reflect this growth, we wanted to broaden the 
opportunities available to members within the 
fund. The Trading Division of the Trinity SMF was 
established to provide an outlet for members of the 
SMF who are interested in trading and the financial 
markets. The Trading Division also gives our newest 
members an opportunity to sample the dynamic, 
ever-changing world of the markets and discover if a 
career in trading is something for them. 

What does the division do?
The Trading Division of the SMF aims to enhance the 
educational experience of our members in three ways: 
     1. Awareness 
     2. Education 
     3. Experience 

Awareness
Meetings of the Trading Division are held weekly, 
during which members are given an insight into 
the various roles available within Trading. There is 
a diversity of roles available within the field, from 

algorithmic trading to structuring, sales to market 
making. 

Education
One of the primary roles of the Trinity SMF is to 
provide our members with educational resources. The 
Trading Division of the SMF will focus on educating 
members on market basics throughout the year in 
weekly meetings. 

Experience
The Trinity SMF is a unique experience for members 
where they can apply the knowledge they learn in 
the classroom with a hands-on approach. The Trading 
Division is no different; throughout the year, the 
division will be running market-making mini-games 
and simulated trading competitions to give members 
an opportunity to apply what they have learned, both 
in lectures and through the division itself. 

The Rotman International Trading Competition 
Each year, the Trinity SMF competitively selects six 
students to represent the university at the Rotman 
International Trading Competition in Toronto. This 
highly prestigious competition provides students 
with an opportunity to make real-time trading 
decisions, manage risk and interact with other market 
participants. 

Competitors compete in a variety of technical cases 
across different asset classes, including options 
trading, commodities trading and an open outcry case. 
The competition gives competitors the confidence to 
compete on a world stage against fellow students 
from around the globe. It is an unrivalled insight into 
the role of a trader on the financial exchanges. 

Personally speaking, when I joined the SMF I was 
unaware of the breath of roles that existed within the 
finance industry. The opportunities available to me as 
part of the SMF helped me to discover trading as a 
career path and the experience I gained through the 
SMF encouraged me to pursue a career in trading. I 
am passionate about extending these opportunities 
to other enthusiastic students in the SMF and I look 
forward to seeing the continued development of the 
Trading Division in future years. 

 Trinity SMF’s Rotman Team 2019
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Hibernia REIT plc is an Irish real estate 
investment trust, listed on Euronext Dublin
and the London Stock Exchange. We own and 
develop property and specialise in Dublin city 
centre offices. We are transforming Dublin.
 Hibernia is proud to sponsor Trinity SMF.

Hibernia REIT plc
1WML
Windmill Lane
Dublin D02 F206
Ireland

T:  +353 1 536 9100
E:  info@hiberniareit.com
W: www.hiberniareit.com
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London Bank 
Visit
Paddy Ryder

In September, the fund sent fifteen students over
to London on the annual banking trip. The group 
was diverse and the fund was well-represented with 
a couple of second year, some final year and a host 
of third year students included in the travelling party.

Our first destination was Bank of America Merrill 
Lynch, where we had some brilliant discussions 
with various junior and senior bankers. The strong 
emphasis placed on Irish recruitment led by Barry O’ 
Donovan and Brian Hanratty was transparent from 
the off and it was great to get a mix of shorter term 
advice surrounding the application process and some
longer term strategic advice for a career within the 
industry. It was also a unique opportunity to see the 
detail and quality analysis that goes into pitchbooks 
as we read through a booklet prepared by the FIG 
team when discussing the emergence of fintech firms 
and the potential disruptions to the industry down 
the line.

There was no afternoon session planned, so the 
group split for lunch with a host of students availing 
of the opportunity to network over a coffee before 
reconvening at Greenwich Peninsula driving range 
overlooking Canary Wharf. It was great fun as 
everyone relaxed over a few drinks. Everyone clearly 
in high spirits after the day headed for a much needed 
bite to eat and some well-deserved drinks.

The following morning we arose early and headed to 
Canary Wharf to visit Morgan Stanley. It was brilliant 
to hear from the plethora of Irish employees at the 
firm and great to see some familiar faces who have 
just left the fund.

Afterward, we headed straight from Canary Wharf 
to Goldman’s new office. Goldman put on a host 
of engaging talks from various employees from 
IBD, S&T and equity research roles. In addition, we 

Spring Week 
Aoife Cleary-Ward

were presented with case studies where we had to 
formulate and defend our investment decisions. The 
rest of the afternoon was spent playing a trading 
game where we competed against the eight other 
universities. I was paired with investment officer Erika 
Goodwin-Monteagudo and we decided to implement 
a very technical ‘buy low, sell high’ strategy!

After the talks we had the opportunity to network 
and informally discuss the day with employees at 
Goldman. The speakers from throughout the day 
kindly gave up their time answering our questions, 
giving us advice with our applications and shared 
their personal journeys into banking.

The opportunity to network and the advice from 
employees across all three firms was
invaluable and will be of huge benefit to all 15 
students hoping the kick-start their finance
careers.

I first heard about the Spring Week opportunity at 
Morgan Stanley during the SMF Morgan Stanley Edu-
Class in late September of 2018. I eagerly applied a 
few weeks later with my CV and cover letter. After 
completing some online psychometric tests, I was 
invited to a motivational interview and a competen-
cy interview over the phone. Mid-December I was 
offered a place on the programme. The application 
process alone was an incredible learning experience. I 
learned how to properly format a CV and cover letter 
and improved my interview skills. It also opened my 
eyes into the way modern companies recruit candi-
dates. 

In early April of 2019 I set off to London for my week 
with Morgan Stanley. I was interning in the Institu-
tional Securities Group which comprises of the invest-
ment banking, global capital markets, bank resource 
management, sales and trading and equity research 
divisions. 

The week I spent in their offices in Canary Wharf was 
intense yet highly rewarding. The first three days were 
classroom-based with all 50 interns. We had division-
al overviews, interactive sessions, ice breakers and 
professional skills sessions. We also took part in char-
ity work, mindfulness sessions and an escape room. 
There were many networking opportunities available 
to us, with both junior and senior employees from a 
variety of backgrounds and divisions. 

Hibernia REIT plc is an Irish real estate 
investment trust, listed on Euronext Dublin
and the London Stock Exchange. We own and 
develop property and specialise in Dublin city 
centre offices. We are transforming Dublin.
 Hibernia is proud to sponsor Trinity SMF.

Hibernia REIT plc
1WML
Windmill Lane
Dublin D02 F206
Ireland

T:  +353 1 536 9100
E:  info@hiberniareit.com
W: www.hiberniareit.com
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CURIOUS MIND

Visit eyirelandcareers.ey.com to apply

EY Undergraduate and 
Graduate Opportunities

Whatever your talent, talk to us

NATURAL TALENT, DEVELOPED NATURALLY.
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On the fourth day, we were given the opportunity 
to explore a division of our choice in further detail. I 
chose to learn more about the Sales and Trading di-
vision. The next two days were spent on the trading 
floor, work-shadowing, engaging in trading simu-
lations, sales pitches and learning more about the 
different roles that are available within sales and 
trading. There were also further opportunities to net-
work within the firm. We were encouraged to use the 
resources given to us and to reach out to people for 
more information. This led me to meet some inspira-
tional people, including some Trinity Alumni. 

Not only were the networking opportunities with the 
employees of Morgan Stanley extensive, but we were 
encouraged to get to know our fellow interns also. We 
were a very international and diverse group with stu-
dents hailing from across the UK, Spain, France and 
Serbia to name but a few. Having the opportunity to 
learn alongside some of the most driven, intelligent 
and interesting students I have ever met from all over 
Europe definitely enriched the overall experience.  

On the final day of the week, I took part in an Assess-
ment Centre for the opportunity to be offered a place 
on the 2020 Summer Internship programme. It was 
a grueling morning of back-to-back motivational, 
strength and technical interviews followed by a group 
exercise. 

Overall my experience at Morgan Stanley was com-
pletely invaluable. I heard from a wide range of em-
ployees about their conventional and unconventional 
pathways to finance and I began to learn more about 
what drives them and why they strive for success in 
such a fast-paced and competitive industry. 

The week left me with a re-ignited interest in finance 
and a great enthusiasm to get out into the workforce. 

A House of Cards
Ryan Clarkson

In the early stages of the post-2008 bull market the 
Chinese Communist Party made a promise to its peo-
ple to double GDP between 2010 and 2020. A tall or-
der for most nations, but the CCP were holding a jok-
er: debt, lots of it. Fast-forward to 2017 and the IMF 
issued a warning to Chinese investors that “debt has 
reached dangerously high levels”; Beijing brushed off 
the warning and continued leveraging the economy 
to the hilt, hell-bent on reaching their 2020 target.

Officially, China’s debt to GDP is around 50%; the true 
figure is almost seven times that. There are two rea-
sons for this: China overstates its GDP and buries tril-
lions of dollars of its debt in ‘hidden liabilities’- those 
who remember the frauds that collapsed dozens of 
US listed Chinese firms a few years ago will know that 
accounting in China is a creative art. Whilst merely 
having debt on one’s books is not indicative of an eco-
nomic crisis, the quality of the debt is. 

Over half of public sector debt is owed by local gov-
ernments, who use debt to fund entities that they 
control to build infrastructure with one goal: grow 
GDP. Consequentially, China has built 50 million emp-
ty homes (accounting for 22% of all urban homes) 
lying in their infamous ‘ghost cities’ in addition to doz-
ens of unused suspension bridges. On the other hand 
sits all of the private debt: enterprises, most of which 
are actually owned by local governments through 
the use of a loophole called a Local Government Fi-
nancial Vehicle, are stuck with dozens of apartment 
blocks that now sit empty and the millions of people 
that have invested in a second home without a renter 
in sight to help pay the mortgage are about to expe-
rience a world of pain. The majority of housing sales 
in China are now for second homes, with almost as 
many people buying their third home as there are 
buying their first. It is important to note that this is all 
happening in a country where per capita GDP is be-
low 8500 US dollars, so before any other spending or 
saving approximately 70% of their wealth is invested 
in real estate and a large quantity of that is sitting in 
unpaid mortgages secured against an asset with very 
little real value.

The result of this is an impending cash flow crisis. 
Along with a sizeable chunk of private debt, over 80% 
of Chinese commercial debt will mature by the end of 
2023 and the debt/service ratio (the amount of new 
debt that is used to pay off old debt) is now above 
20% due to China having the largest interest expense 
growth rate in Emerging Markets at 27.8%- all whilst 
the central bank, PBOC, has been cutting rates over 
the decade.

The macroeconomic position the CCP has found itself 
in has dealt a big blow to their hand. After posting 
their lowest economic growth figures in 27 years, Chi-
na now also faces the reality of a late cycle economy in 
addition to a trade war with the United States. Under 
normal circumstances the debt sitting on the books 
of local governments would be a non-issue  (despite 
its size) as the CCP would likely wipe the debt off its 
books and implement deleveraging policies, as they 
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How Fintech is 
Changing the 
World of Finance
Michael O’Callaghan

Financial technology, or fintech, is rapidly changing 
the financial services industry and creating new op-
portunities and challenges for everyone, from con-
sumers to producers, advisors to clients. The total val-
ue of fintech deals globally in the first six months of 
2019 was $22bn, highlighting the scale of the invest-
ment in this area. Disruptive innovations such as artifi-
cial intelligence, blockchain, machine learning, cloud 

did in 2017 only to remove them less than a year later. 
The CCP and PBOC do have fiscal capacity for this with 
government deficit at 18% of GDP; doing this would 
require a currency devaluation but when combined 
with cyclical credit tightening would present Beijing’s 
best option to avoid a hard landing should they need 
to intervene. Unfortunately, PBOC’s willingness to let 
the currency peg slip will have long term ramifica-
tions for inflation (and thus their ability to intervene in 
non-performing debt) as the effects are compounded 
by the ongoing trade war.

Ultimately, China’s current method of trying to build 
their way to economic growth at all costs is nothing 
more than a poor attempt at window-dressing much 
deeper economic issues. With the bears poised to 
take over the market they may simply be trying to 
outrun the worst of the slowdown around the corner 
and leave the negative yield nations exposed to the 
brunt of any recession. As the saying goes: when you 
are being hunted by bears, kill, and throw them some-
thing fresher. 

The nature of China’s debt is deeply concerning, how-
ever, professional attitudes of dismissal towards any 
sort of risk of a crisis is even more worrisome. The 
aforementioned debt sits with A+ credit ratings (not 
that many investors take the ratings agencies serious-
ly anymore) and underlying assets worth a fraction of 
their book value.

Alice: “Why they’re only a pack of cards…” - Wonder-
land

Investors must prepare for the reshuffle,  ‘preservation 
of capital’  reigns.

computing and the use of big data are transforming 
the way financial information is processed and col-
lected. This affects the way we save and borrow, the 
channels we use to pay for goods and services, and 
how we engage in money transfers between wallets 
and accounts, domestically and across borders.

Digitisation has revolutionised banking as we know 
it today. For the next five years, annual growth in the 
global payments industry will average 7%, making 
payments a $2tn industry by 2020, according to McK-
insey. Smartphones with intuitive apps have given 
customers the advantage of real-time transactions. 
Fintech allows consumers to make quicker transac-
tions at a lower cost. According to Finextra, approx-
imately 40% of the world’s population will have a 
smartphone by 2021, up from a third of the global 
population in 2017. Another benefit of fintech, with 
regards to blockchain, is the introduction of transpar-
ency. Fintech projects create auditable money trails 
which can help identify potentially fraudulent activity 
quicker and more easily than a human.

Challenger banks have been gaining ground in Eu-
rope, particularly in the UK. However, the majority 
of these digital banks such as Monzo, Revolut and 
N26 are still some way from profitability. Net losses 
at Monzo for instance increased by 54% to £47.2m 
in the year to February 2019. Similarly, losses at Rev-
olut doubled in 2018 to £32.8m. Digital banks’ most 
obvious difference is their lack of branches, but they 
are also actively searching for alternative ways to gen-
erate revenues through premium subscription ser-
vices, in-app “marketplaces” that offer products from 
third-party providers and international expansion. 

On the other hand, TransferWise is among the few fin-
tech unicorns to have crossed into profitable territory, 
having recently posted its third year in the green with 
an annual net profit of £10.3m for fiscal year ending 
March 2019. TransferWise, which processes £4bn in 
transactions each month, has transformed the money 
transfer industry with an online platform that allows 
customers to send money abroad at a fraction of the 
cost offered by banks. 

Fintech represents an opportunity for investment 
banks but also a potential threat of disruption. Invest-
ment banks are increasingly choosing to engage with 
fintech through collaboration. Many industry leaders 
are developing incubation programs and looking to 
joint innovation. Major Wall Street banks have partic-
ipated in 24 fintech equity deals so far this year, ac-
cording to CB Insights. Goldman Sachs, Citi and J.P. 
Morgan are the most active in fintech deals. Banks 
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SIG  QUANTITATIVE  TRADER  PROGRAM
SIG is a global quantitative trading firm founded with an entrepreneurial mind-set and a rigorous analytical approach 
to decision making. We commit our own capital to trade financial products around the world. Building virtually all of 
our own trading technology from scratch, we are leaders and innovators in high performance, low latency trading. Our 
traders, quants, developers, and systems engineers work side-by-side to develop and implement our trading strategies. 
Each individual brings their unique expertise every day to help us make optimal decisions in the global financial markets.

THE QUANTITATIVE TRADER PROGRAMMES
 SIG’s Quantitative Assistant Trader Internship and Graduate Programmes can be the start of a rewarding and challenging 
career in trading, as each programme serves as an entry route into a full-time trading position. Our Internship Programme 
welcomes students in their second and penultimate years of study, while the Graduate Programme is aimed at final years 
and graduates. Our internship is held at our Dublin office over 10 weeks in the summer. If you’d like to become a full-time 
Quantitative Trader at SIG, the internship is the best place to start.

WHAT WE’RE LOOKING FOR
We look for students with academic backgrounds in Mathematics, Physics, Actuarial Science, Engineering, Computer 
Science, Economics, and Finance, who are on track to achieve or have achieved a minimum grade of a 2.1.

WHY SIG?
Both programmes expose you to a mix of classroom-based training and hands-on practical experience, as you learn and 
hone your skills in rational decision making under conditions of uncertainty. At SIG, you will be immersed in a fast-paced 
environment where you will apply what you learn theoretically in mock trading environments, and then practically on 
the trading desks. You will explore your ideas in a team environment where you get immediate feedback to improve, 
innovate your thinking, and make an impact.

DURING THE INTERNSHIP, YOU WILL:
• Work directly with our Quantitative Traders, learning how they make decisions and assess uncertainty in the markets
• Learn how we make rational decisions by playing poker and mock trading games. Our traders go through similar 

thought processes while evaluating the expected value of a given trade and deciding how to price risk.
• Find out how we use game theory to hone our skills and apply them to complex financial markets
• Participate in daily education where you will learn option theory and how to make positive expectancy decisions in 

the financial markets
• Work on a specific trading desk and complete a project to help your desk tackle unsolved, live/real-life problems (like 

analysing trade data, improving efficiency, or creating new tools for traders)
• Develop new skills in the technology tools our Quantitative Traders use, including Python, SQL, and VBA
Successful interns will be offered a returning role as a Quantitative Assistant Trader.

DURING THE GRAD PROGRAMME, YOU WILL:
• Work as part of a trading desk
• Complement your ongoing learning with classroom education
• Expand your knowledge of decision science, game theory, and capital markets
• Participate in mock trading to reinforce what you are learning on the desk
• It’s during your time as a Quantitative Assistant Trader that you will gain the responsibility of making independent 

trading decisions.
Once you’ve successfully completed the Graduate Programme, you’ll be prepared for life as a Quantitative Trader at SIG. 

                         LEARN MORE: SIG.COM/
CAMPUS
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Davy Competition 
and Internship
Luke Ryan

The Davy Pitch of the Year competition ran annually 
through the Trinity Student Managed Fund provides 
Junior and Senior Freshmen members with an invalu-
able opportunity to pitch in a competitive environ-
ment. Buy or sell pitches take place over a period of 
2-3 months, with the final being held sometime in 
March. The final of the competition will be judged by 
a panel of Davy employees headed by Aidan Donnel-
ly, a member of the SMF Advisory Board and Head of 
Equities for Davy Private Clients.

This opportunity is exclusive to the Trinity Student 
Managed Fund and the finalists are given the oppor-
tunity to interview in Davy’s offices for a paid sum-
mer internship in their Private Clients division. This 
experience has helped members progress to higher 
roles within the fund due to the wealth of knowledge 
gained from pitching extensively in a competitive 

environment. Participating members can further ex-
pand their knowledge on equity valuations, macro-
economic positioning, investment thesis construc-
tion, and risk analysis while growing within the SMF 
and potentially Davy.

Having won the Pitch of the Year I was given the op-
portunity to interview in Davy along with the other fi-
nalists for a potential summer internship. Luckily both 
Aaron O’Neill and I were offered a place on the Global 
Equity and Investment Strategy team, respectively. 
Being a second-year student of a four-year course at 
the time, it was extremely difficult to get practical 
investment experience as most firms were targeting 
penultimate year students. However, the offer that 
was extended to me clearly epitomised the strong 
relationship that Davy has with the Trinity Student 
Managed Fund. 

While on the Investment Strategy team I was lucky 
enough to work under Stephen Grissing, with an 
extensive knowledge of fixed income, and Irina Bev-
za, who specialised in equities. The structure of the 
internship gave me the perfect opportunity to get 
involved in meaningful projects, as well as learning 
more about fixed income as it was a field I had not 
been exposed to before. Stephen and Irina really en-
capsulated the collaborative culture of the Private 
Clients floor. Certain projects that stood out to me 
included research into renewable energy and emerg-
ing market fixed income. Furthermore, I was given the 
opportunity to attend intermediate and advanced ex-
cel training, along with Bloomberg Terminal training 
in Bloomberg’s offices. Over the four months, Davy 
also gave me the opportunity to participate in social 
initiatives within the business, such as there firmwide 
tag-rugby tournament which was extremely well or-
ganised. 

Ultimately, the Trinity Student Managed Fund gave 
me an opportunity to put myself forward and through 
Davy it showed that committing to the Trinity Student 
Manged Fund is rewarded. The internship has given 
me a strong basis to build my network throughout 
college as I am still in contact with many people in 
Davy today. Having the opportunity to pitch a stock 
in a lecture theatre with peers and Davy judges was 
invaluable. Moreover, the opportunity to work with 
a leading wealth manager in a closely-knit team of 
highly qualified individuals was phenomenal. The an-
nual Davy Stock Pitching Competition is clearly one 
of the most popular events within the Trinity Student 
Managed Fund, giving students a platform to connect 
with industry experts and the opportunity to work 
within one of Ireland’s most prestigious firms.

can form strategic partnerships with the start-ups to 
use their technology and they profit down the road 
if these investments take off. Almost 80% of financial 
institutions have entered into fintech partnerships, 
according to McKinsey Panorama.

In addition, financial inclusion has improved glob-
ally and fintech has brought a new paradigm to the 
design and implementation strategies for financial 
inclusion. According to the World Bank, there are 1.7 
billion adults globally that live outside the financial 
system, yet two-thirds of them own a mobile phone 
that could help them access financial services. Mobile 
banking will continue to drive financial inclusion as it 
enables consumers to skip the step of banking with 
a traditional financial institution and allows them to 
bank directly on their devices.

The future looks to be bright for the fintech indus-
try however the pressure is on fintech companies to 
prove they can translate their popularity into sus-
tainable businesses and healthy profits. These digital 
banks, however, may have less time to prove their 
strength before an economic downturn tests inves-
tors’ willingness to continue providing funds. In the 
long run, the ultimate winner will be the consumer 
as financial and technology organisations embrace a 
broader view of banking.

‘At Davy, we get personal 
satisfaction from seeing 
our clients do well.’
At Davy, it’s not just business, it’s personal. 
When it’s ‘just business’ it’s standard, 
expected, o�-the-shelf. It results in the 
same old tried and tested. ‘Just business’ 
doesn’t learn, adapt or grow. When it’s 
personal, we care more, learn more, try more. 
The outcomes are more rewarding. The 
relationships are stronger, and last longer. 

We aim to deliver world-class financial  
and investment outcomes for private, 
corporate and institutional clients.  
Let’s start the conversation today.  
Call us on +353 1 614 8778 or visit davy.ie

It’s not just business. It’s personal.

J&E Davy, trading as Davy, is regulated by the Central Bank of Ireland.
We take our responsibilities personally.

Laura Humphreys
Digital and CX Analyst
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20 A leading global aircraft leasing company

Our graduate programme aims 
to develop a talent base and 
identify potential future leaders 
of the company. We want to thank 
everyone who applied to our 2020 
graduate programme.

www.smbc.aero

Supporting 
careers in 
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Aircraft leasing has developed rapidly in recent years, shrugging off its former reputation as a niche sector and ce-
mented itself firmly in the mainstream financial services sector thanks to the surging global demand for air travel.
In recent years, airlines have recognised the importance that leasing can play in their long-term growth strategies, 
enabling them to manage cash flow and thus increasing their fleets to manage passenger demand.  

The leasing sector has also been a key enabler of the growth of new airline entrants in the market and has helped 
facilitate the development and adoption of next generation aircraft types which are delivering step changes in 
airline operating economics and fuel efficiency.  

SMBC Aviation Capital - a leading global aircraft leasing company. 

SMBC Aviation Capital was established over 18 years ago and in that time, we have grown from strength to strength 
and now have one of the largest and youngest portfolios of aircraft in the industry. With over 100 customers, we 
work with some of the world’s leading airlines across the globe based in Asia, Europe and the Americas. So much 
so that, every minute, one of our aircraft takes off or lands somewhere in the world. With the strength of our share-
holders, we give our airline and investor customers access to an exceptionally broad range of financial solutions. 
We also provide investment and aircraft management services.

In 2012, we were acquired by  a consortium of leading Japanese institutions, Sumitomo Mitsui Banking Corpora-
tion (SMBC), Sumitomo Mitsui Finance and Leasing Company Limited (SMFL) and Sumitomo Corporation which 
was one of the largest ever acquisitions in Ireland at that time. Since then, we have doubled in size in terms of staff 
numbers with over 200 professionals working at our headquarters in Dublin and at locations in China, France, Hong 
Kong, Japan, the Netherlands, Singapore and the United States.

Ireland as a centre for innovation for global aviation 

I have worked in the aviation sector for many years and I am proud to say that I have seen Ireland play a leading role 
in driving the global growth of the sector and producing some of its most innovative companies. I am proud to say 
that aircraft leasing was a dynamic career choice for me and has given me the opportunity to see the world and to 
work with some of the best aviation professionals across the world, many of whom are Irish. We have a long tradi-
tion, playing a significant role to a diverse number of companies in the sector, some of which have directly spun 
out of aircraft leasing - world class airlines like Aer Lingus and Ryanair - MRO’s (Maintenance, Repair and Overhaul) 
such as Dublin Aerospace and progressive regulators like the IAA (Irish Aviation Authority).  
Including SMBC Aviation Capital, we now have 15 of the world’s largest leasing companies with their headquarters 
here.  To put that in context, an Irish aircraft takes off or lands close to every two seconds in the world and according 
to PwC, Irish lessors manage over 65% of the world’s commercial aircraft and employ close to 5,000 people both 
directly and indirectly.  

And the industry is poised for continued growth. Notwithstanding some of the challenges that the sector is facing, 
the demand for aircraft is set to continue to grow as passengers want to travel more, predominantly in Asia and 
South America, in line with the rise of disposable income. 

Ireland: a global centre of excellence 
in the aircreaft leasing sector
David Swan COO of SMBC Aviation Capital speaks on the importance 
of working together to achieve further growth and how graduates can 
play an important role in the future of the industry 
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The role of Aircraft Leasing Ireland

In 2017, I was appointed the first Chair of Aircraft Leasing Ireland (ALI) which was established to represent the 
needs of the sector in Ireland and now represents thirty one leasing companies who ensure the continued devel-
opment and success of Ireland’s aircraft leasing industry working collaboratively with the Irish Government and 
other stakeholders.  We are the envy of other jurisdictions like China, India and Hong Kong, so much so that respec-
tive governments have introduced new measures in these locations to encourage leasing companies to consider 
relocating their headquarters there.

However, while it would take a long time for any of these locations to replicate the Irish success story, we cannot 
rest on our laurels. The role of ALI is to also address some of the challenges that the sector is facing and how we can 
make it an even better sector for the future. This means addressing areas like future education and skills needs and 
maintaining the vibrant ecosystem that has been created here. For example, the ecosystem supports a significant 
amount of professional jobs for lawyers and accountants but also technical skills to support the growth of a healthy 
MRO (maintenance, repair and overhaul) sector which provides much needed technical skills to inspect aircraft and 
to facilitate the transition of aircraft from one operator to another.   

Leasing’s role in supporting sustainable growth

But rather than just the operating environment, we also need to look at the future challenges affecting the sector 
itself - for example how can aircraft leasing maintain its entrepreneurial spirit and turn this towards addressing 
some of the larger challenges faced by the leasing industry and the broader aviation sector? There are issues that 
are facing us that mean we need to look at the way we work through a new lens.  For example, how do we create 
more diverse and inclusive workforces so that the future workplace for aircraft leasing companies is sustainable?  
As facilitators of air travel, how do we address global warming and climate change and how do we innovate in a 
sector that could leverage technology to its advantage?  

These are questions that are not easily answered but progress in these areas is crucial for the long-term sustainabil-
ity of our industry. It will take time and resources and working collaboratively with the wider industry including the 
OEMs (Original Equipment Manufacturer) and our customers to come up with solutions but we acknowledge that 
we have an important role to play. SMBC Aviation Capital can provide financial solutions to airlines which can help 
them transition their older fleet to the newest, most fuel efficient aircraft.

These are also the issues that our young and enthusiastic graduates can play a role in.

We need to move and create new platforms for the future such as new diversity and inclusion initiatives and ad-
dressing climate change and the environment which are critical to that debate and to our future as an industry.  

Graduate Programme 

Every year, SMBC Aviation Capital selects a small number of graduates looking for opportunities in the fast-paced, 
global and dynamic business of aircraft leasing. Our graduate programme aims to identify potential future leaders 
of the company and develop a talent base for the future. Our graduates are given real responsibility and direct 
involvement on major projects as well as the opportunity to work with transaction team members. As our gradu-
ates learn about the different parts of our organisation, they also develop important relationships and build career 
enhancing skills all of which allow them to make a real and immediate impact on our business.

A career in aircraft leasing can offer many opportunities but most of all it offers the experience to be part of an eco-
system in Ireland where the key decisions are made.  Graduates entering this sector can be assured that they will 
get that opportunity to be at the coalface of decision making and change as we move forward to create an even 
more dynamic sector for the future.

For more information on our graduate programme visit www.smbc.aero/graduate

David Swan is Chair of Aircraft Leasing Ireland (ALI) and COO of  SMBC Aviation Capital, one of the world’s leading global 
aircraft leasing companies based in Dublin.
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Liquidity 
Mismatch:
Are fixed income ETFs 
truly liquid?
Andrew Johnson

The amount of liquidity (how quickly and easily an 
asset can be bought or sold on the market, without 
substantially affecting the market price of that asset), 
offered by a potential investment is an essential 
consideration to investors – generally high-yield 
bonds and especially private ‘direct/mid-market’ 
loans require higher returns, in part as compensation 
for the lower liquidity levels offered, (in addition to 
any increase in default risk).

However, in recent years there has been considerable 
growth of a product-type which promises both 
high liquidity levels and attractive returns: (High-
Yield) Corporate Bond ETFs. Unlike equities, the 
bond market is still largely actively managed, with 
ETFs accounting for less than 1% of the entire fixed-
income market. However, roughly $1 trillion of funds 
are currently placed in bond ETFs, a large figure which 
is expected to grow much further. A particularly 
significant contributor to this growth is the trend of 
fund managers using bond ETFs as a cash substitute, 
albeit ETFs backed largely by ultra-short duration 
bonds. This raises the question – how liquid are fixed-
income ETFs?

Concerns over liquidity have arisen because, as is the 
case for many bonds (high-yield, in particular), the 
securities underlying the ETFs are often relatively 
illiquid themselves – while the ETF may be sold 
quickly and easily, how will the underlying bonds be 
affected? Can they be sold as quickly, and if so, what 
will happen to the price? The problem is similar to 
that of a bank run, which occurs due to a liquidity 
mismatch between short-term deposits and the 
relatively long-term loans funded by them.

 Proponents of fixed-income ETFs argue that arbitrage 
traders will bring the prices of ETFs in line with their 
underlying assets. For example, if an ETF is trading at 
a discount to the Net Asset Value (NAV) of the assets 
underlying it, an arbitrage trader may go long on the 
ETF and short the constituent securities. Eventually 
this will eradicate the price discrepancy, improving 
market efficiency while making the arbitrage trader 

a profit. However, what will happen when the trader 
short-sells the constituent securities? If the underlying 
assets are illiquid, it may be hard to find a buyer at 
a satisfactory price. Clearly, the liquidity level of the 
underlying securities will always remain an important 
issue to consider - thus investors in bond ETFs should 
never assume they can escape the liquidity of the 
market underlying it. In addition, half of bond ETFs 
have less than $1 million in average daily turnover - 
meaning markets as a whole, are unlikely to continue 
to run smoothly during especially volatile times. This 
problem is exacerbated by the increasing movement 
of yield-hungry investors into sub investment-
grade products which often have thinner liquidity - 
increasing liquidity mismatches further. 

Mark Carney, the Governor of the Bank of England, 
has himself drawn attention to the issue, saying funds 
which allow for immediate redemptions despite 
investing in illiquid assets were “built on a lie”. The 
European Systemic Risk Board (ESRB) has warned that, 
during periods of high volatility, the price of these 
ETFs could “decouple from those of their constituent 
securities”, destabilizing institutions which depend 
on them as liquid cash alternatives. The topic is 
drawing increasing attention from both regulators 
and investors. 

As of yet, bond ETFs have not been subject to extremely 
high, sustained volatility - and so their liquidity limits 
have not been truly tested. Inconveniently, liquidity 
tends to be plentiful in times of market ease and dry 
up almost entirely during periods of market stress – 
what happens to liquidity when the market panics 
and an enormous amount of sell-orders emerge 
with no buyers in sight? In the US, levels of corporate 
debt just above so-called ‘junk’ status are hovering 
around record highs of $3 trillion – roughly half of 
the entire investment-grade bond market and more 
than double the entire high-yield market value. In 
H1 2016, dozens of BBB-rated energy companies 
were downgraded to junk as oil prices plummeted. 
Were the current economic outlook to darken 
substantially - whether through geopolitical tensions 
with Iran, trade disputes with China, or any other 
macroeconomic risk – an enormous amount of debt 
could once again be quickly downgraded, resulting 
in enormous selling pressure. Only during such a 
period of market turmoil, or in a similar scenario, will 
investors be able to come to a conclusion on the risks 
presented by these collections of bonds. 
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BVP Investments Ltd is an EII tax relief fund manager based in Dublin. Since 2007, BVP has proven experience in selecting 
and managing high quality investment opportunities on behalf of its investors.  
 
BVP manages funds totalling €40 million and has invested in over 35 innovative Irish companies and two wind farms to date. 
We invest in dynamic and innovative sectors including mobility, medical technology, renewable energy and information 
communication technology (ICT).  
 
The Employment and Investment Incentive (EII) scheme is a Revenue-approved investment scheme designed to give tax 
deductions for income taxpayers in the year they make their investment.  

 
BVP is a proud sponsor of the Trinity SMF and there are currently four members of the SMF working with BVP. 
 
We have just launched our 2019 EII Fund and are now accepting applications.  
 
Visit our website at www.bvp.ie or contact us directly at conor@bvp.ie 
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Interview: Conor Duggan
Alex Power interviews Conor Duggan, Investment Director at BVP

Everyone hears stories of these Venture Capital giants over in Silicon Valley like Peter
 Thiel’s Founders Fund. Could you provide a brief overview of the Irish VC landscape and the 
role BVP plays in it.

The Irish VC landscape has been very active in recent years and there’s a good mix in Ireland in terms of the size of 
typical venture deals with some institutional investors looking to invest north of €10m  and then angel investors 
who look to invest €50k or less. Here at BVP we are in the middle of the range, with our typical investment amount 
being between 500k and 1 million, but in some cases larger. We are a little different to a typical VC as we raise a new 
EIIS fund towards the end of every year which is invested in the following year, so we are constantly on the lookout 
for new and exciting investment opportunities. At BVP we play a very active role with our investee companies, and 
engage with them sometimes on a weekly basis. Wherever possible we look to create synergies between our exist-
ing portfolio companies or help to introduce them to new customers or help them fill key positions. 

It’s no surprise that the VC space has been active in Ireland and it’s a direct reflection of the standard of young Irish 
businesses that are out there. I think that the quality of our education system has created a deep pool of talent and 
the fact that we as a nation, have always been export led, has meant that there is a huge number of young Irish 
companies with very strong management teams and products and services that can scale internationally.

 You mentioned BVP utilizes EIIS. Could you explain what EIIS is?

EIIS stands for Employment and Investment Incentive Scheme, it’s a scheme that was designed by the Irish Govern-
ment to act as a source of equity for young Irish companies as well as being a method of tax relief for Irish investors. 
The scheme provides tax relief of up to 40% by allowing investors to write off their investment amount against their 
taxable income. Under the scheme, the minimum holding period is 4 years after which investors look to redeem 
their investment either through a share buyback or through the sale of the company. It’s a great scheme that the 
government has created and is quite unique on an international basis, with very few countries having a similar 
scheme. It really benefits the investor as well as they get the 40% tax relief up front, but then they also benefit from 
capital appreciation over the term of the investment which is typically between 5 and 7 years.

Conor, you yourself have worked in many different industries since becoming a qualified accountant. What 
drove you into venture capital in particular?

I have always been interested in asset management, be it venture capital, private equity or hedge funds and I had a 
particular focus on finance when I was a student in Trinity. I worked for hedge funds both in New York and Washing-
ton D.C. but wanted to have a role where I would be more “hands on” with companies. During my time in New York 
I was hired by a growth equity fund called EHI to be the VP of Finance at their first portfolio company which was a 
company called Joe Coffee. It was during my time at Joe and working with EHI that I realised that venture capital 
was for me and was delighted to join BVP as soon as I moved home from the U.S.

At BVP, I have been able to leverage the lessons I learned during my time at Joe to help our portfolio companies 
grow and build infrastructure to facilitate their journey to the next stage. 

Having worked with you over the summer, it’s evident that days in BVP and venture capital just in general 
can be quite long, especially when your finalising prospective investments. What drives you get up on those 
mornings after a 15 hour workday and get after it?

The fact that every day is different! I know that’s a real cliché and a lot of people might say it, but it genuinely is, and 
you don’t know what’s going to happen in any given day. I may be meeting with a prospective investee company 
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or having a call to check in with one of our current investee companies or alternatively, I may be speaking with a 
current investor about the performance of a fund that they have invested in. It’s this uncertainty around any given 
day that makes that role exciting. It’s also a really rewarding job and I particularly like working with our investee 
companies to see if there is anything that we can do for them or if there are any ideas that we may have that might 
be helpful.

Why did BVP decide to give back to Irish students and the Trinity SMF in particular?

 I had the idea initially because I had done a number of internships myself while I was in college and always thought 
that they would have been more useful if I had had more responsibility. I wanted to design a programme where 
students would come into a real-life venture capital firm and get real experience by working on actual transactions 
and interacting with real investors. In college you learn the theory of finance which is very important but it’s quite 
different from how things work in practice and I wanted to give students an opportunity to experience that. 

Finally, from meeting and working with the students of the SMF, we at BVP have been really impressed with their 
energy and enthusiasm and the programme has been a real benefit to us so far and we hope that we can continue 
the relationship long into the future. 

Lastly, what have you found to be the three most important things for a start-up?

The people, the market & timing
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Cashing Out 
Luke Harmon

Mobile payments apps and services have risen ex-
ponentially in recent years. In 2014, Apple launched 
their first mobile wallet app, followed by Samsung 
and Android a year later. By 2022, mobile payments 
are estimated to reach 28% of global point of sale 
(POS) transactions, eclipsing credit cards and cash, 
and falling just short of debit cards. In many devel-
oped countries cash is on the decline, with consum-
ers and businesses recognizing the ease and benefits 
of alternative payment methods. However, this trend 
is not necessarily homogeneous worldwide. 

Countries in Asia Pacific are dominating the global 
uptake of e-wallets and mobile payments. China is 
a notable contender in the race to a cashless society 
with 60% of payments settled without cash. Unusual-
ly, the nation largely skipped debit cards and moved 
straight from cash to QR codes. Working in much the 
same way as NFC, QR codes are hugely beneficial to 
smaller merchants like market traders or taxi drivers, 
who don’t need to worry about theft or giving change. 
Two of the largest players (accounting for 93% of the 
market), Alipay and WeChat pay now have well over a 
billion regular users of mobile payments and conduct 
two-thirds of all global mobile payment transactions. 
Although these giants primarily reside in China, if we 
consider the country’s rapidly growing foreign tour-
ism, (up 1380% in 17 years since the new millennium), 
we are seeing other nations reacting to make these 
holiday makers’ trips as financially accessible as pos-
sible. Alibaba claims that Finland is the world’s first 
“all-Alipay” destination. Alibaba even sent eight Chi-
nese tourists to the country for a “cashless” getaway, 
touting that the travellers could book flights, make re-
tail purchases, and dine out all with Alipay. This trend 
is likely to continue around Europe and even now in 
Dublin, one can see Alipay QR codes in shops.

Perhaps a surprisingly sharp contrast to this is the 
US, lagging behind at 35 times smaller than China’s 
$17TN mobile payments market. 89% of Americans 
say they would opt for cash, debit or credit card over 
mobile options. About 40% of these people place se-
curity as the main deterrent from adopting these pay-
ment types. However, an even greater number don’t 
use mobile payments for lack of technological confi-
dence. Of course, with such a well-established credit 
card rewards system, why would consumers want the 
hassle of setting up mobile methods.  Although start-
ing at a low base of 3%, mobile payments is expected 

to more than double to 7% by 2022, leaving it just a 
few percentage points behind cash. At this rate, cou-
pled with massive use of credit and debit cards, the 
days of cash could be numbered in the US market.

This trend in Finland is in sync with that of the other 
Nordic countries. Sweden, ironically the first Europe-
an country to issue official banknotes in 1661, is now 
set to be the world’s first cashless society. According 
to research by Capgemini and BNP Paribas, cash ac-
counts for just 2% of transaction in Sweden. Tradi-
tionally cash services like buses and transport now 
refuse physical currency altogether. One driver of this 
change is the hugely popular mobile payments app 
Swish, which is used by half of the 10 million strong 
population.

Their close neighbour, Norway, is also seeing huge 
success with their mobile payments’ app Vipps. 
Launched just four years ago, the app is now used by 
75% of the nation. Thus far, all of these developments 
have been private initiatives by Fintechs while banks 
seemed to adopt a policy of; if it’s not broken, don’t 
fix it. Vipps however, was established and collectively 
owned by over 100 Norwegian banks.

Although the trend might seem to be away from cash, 
many countries in Africa are still nearly totally reliant 
on cash, exceptions only tending to be made for inter-
national cards in big hotels. This group tends also to be 
some of the poorest or most war-torn countries in the 
world. For them, cash is seen as safe and trustworthy. 
Many pin this issue to smartphone penetration but 
one of the biggest issues is a serious lack of bank ac-
counts in these cash only regions. In Southeast Asia, 
just 27% of people have access to bank accounts, in 
some countries this drops to 5%. This makes it difficult 
for people to get loans and avail of basic services. As 
internet penetration rates have risen 25%-63% in the 
past five years, this region has gained interest from 
Fintechs. One such, Momo, provides a mobile wallet 
and services without a traditional bank account. Serv-
ing as the only digital payments platform in Vietnam, 
Momo plans to mimic Alipay and WeChat Pay’s suc-
cess in China. If smartphone and internet penetration 
continue in these cash dominant economies, there 
will be huge potential for Fintechs to fill holes in sup-
ply and see the same success as counterparts in Asia 
Pacific and Europe.

So clearly there are costs and benefits of going cash-
less. Cash can be dangerous to deal with. For con-
sumers, it incurs a cost to acquire from ATMs, while 
businesses have to pay for securing and transporting 
notes and coins, as well as the cost of human error 
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The Destructive 
Construction 
Sector 
Brian Sheehy

dealing with cash. Another surprising benefit is the 
traceability of payments; India, for example, banned 
their highest denomination of 500 and 1000 rupee 
notes as an attempt to devalue black market financ-
es. For developing countries however, cash is known 
and trustworthy while digital money can be hard to 
access and to harder still to trust that numbers on a 
screen translate into real wealth. Although companies 
are seeking to change this perception and show the 
ease of dealing with digital money and other services 
that go with it, primarily money transfers such as re-
mittances. Thus, adoption rates of cards and eWallets 
are between regions but they seem to overall be on 
the rise and there are opportunities for companies 
who want to replace cash and offer their alternative. 

Destructive creation is a play on Joseph Schumpet-
er’s famous phrase ‘creative construction’. The term is 
used to represent a counter-intuitive innovation that 
causes more destruction than construction. A recent 
example of ‘innovations’ like this would be the struc-
tured investment vehicles and derivatives that played 
a part in the last financial crisis. It may be too harsh, 
broad and inaccurate a term to label the whole con-
struction sector with; but it begins an interesting dis-
cussion about the destructive nature of the construc-
tion sector.

Construction is an important part in any nation’s eco-
nomic growth and having a healthy construction sec-
tor is synonymous with having a healthy economy. 
Purposeful government investment in areas like in-
frastructure development can lead to higher GDP fig-
ures over the short term, as well as creating long-term 
economic growth prospects. If mis-managed, the sec-
tor can overheat and have detrimental effects on an 
economy (we know only too well in Ireland). However, 
the true destructive nature of construction is not tied 
in with the economy, but rather the climate.
Materials used in the construction and manufacturing 
sectors such as concrete, steel, plastic, glass and alu-
minum accounts for a fifth of global emissions every 

year. These materials are the third biggest contributor 
of greenhouse gases, only behind electricity produc-
tion and agriculture. 

The two largest carbon polluters and the most inte-
gral part of the construction sector for decades has 
been concrete and steel. They literally make up the 
foundation of our society, having created countless 
homes for rich and poor alike, millions of miles of road 
and just about everything in between. They are all af-
fordable, can be mass-produced across the globe and 
have the structural integrity to last for decades.

These industries face huge challenges in cutting 
carbon emissions. Concrete is the most widely used 
man-made material in existence. It is second only to 
water as the most-consumed resource on the planet. 
Steel is also widely used from the manufacturing of 
cars through to 100-storey skyscrapers. They are so 
ubiquitous within our lives that we often take them 
for granted. The thought of reducing use of these ma-
terials seems unfeasible, especially considering the 
world population is predicted to reach nearly 10 bil-
lion by 2050. Finding ways to reduce emissions, and 
improved methods of manufacturing these materials 
must be a priority to combat climate change.

The Energy Transitions Commission (ETC) last year 
released a report admitting it was possible to decar-
bonise the construction sector by 2050. They noted 
that we would need several solutions for construction 
alone to achieve the 2015 Paris climate deal, limit-
ing global warming to 1.5°C, or at the very least, well 
below 2°C. Although climate change is among the 
toughest problems we have faced, there are many 
companies and scientists working on innovative ideas 
in areas where it is needed most.

BioMason is a start-up in North Carolina that uses 
trillions of bacteria to grow bio-concrete bricks. The 
process involves placing sand in molds and injecting 
it with microorganisms, which starts a process similar 
to the one that creates coral. It happens at room tem-
perature, which removes the need for fossil fuels or 
calcination, which are two of the main sources of the 
cement industry’s CO2 emissions.

Canadian-based Carbon Engineering has shown that 
it can extract CO2 from the air using a direct air cap-
ture process, which allows them to capture the gas 
for under $100 a tonne. Investments have been made 
in the company to build its first commercial facilities, 
which they hope will allow them to capture 1 million 
tonnes of CO2 from the air each year.
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The Real Drivers 
of Oil Prices
Conor Murphy

Boston Metal is a Bill Gates backed industrial company 
that is working on a way to make steel using electrici-
ty instead of coal. Their process involves Molten Oxide 
Electrolysis to produce just as high-quality steel, with 
the aim of making it as cost competitive as traditional 
steel production.

All these innovations need to be made more cost 
competitive and scaled up to make industry-wide 
changes. However, I, along with many industry lead-
ers are optimistic about the sector’s future. Construc-
tion architect Ms Krieg Dosier believes that across 
the construction sectors lifetime, it could make a net 
climate benefit; mainly by increasing energy efficien-
cy in buildings. If innovations like these continue, we 
may be able to end the climate destruction caused by 
the construction sector.

Information on oil prices is important to a vast variety 
of users, and oil prices have a direct or indirect effect 
on all of us. Oil is still the major source of energy on 
the planet and will remain so for a number of years. 
From the cost of petrol at your local petrol station, to 
a measure of economic volatility, fluctuations in oil 
prices continue to be closely monitored. This piece 
will focus on the interesting and diverse drivers be-
hind oil price, and conclude by offering a potential 
investment strategy to adapt around oil prices for the 
upcoming year.

Firstly, it is important to note how prices are deter-
mined. The price of oil is set as a consequence of sup-
ply and demand factors. Going back then to Econ 101, 
any factor which would increase supply, with demand 
remaining constant, would cause a decrease in price 
as oil would lose some of its scarcity. Similarly, increas-
es in demand at a given rate of supply should increase 
prices. On the demand side of the market, consumer 
demand is naturally the key driver behind changes in 
demand. Although many of us are becoming more en-
vironmentally aware, the appetite for oil consumption 
remains voracious. However, uncertainty abounds in 
the global economy as we appear to reach the latter 
stages of the current economic cycle and protection-
ist manifestos act to decrease investor confidence. An 
economic slowdown means consumers may opt not 

to buy that second car, or take that weekend away in 
the sun, or put a second jumper on instead of turn-
ing on the heating. This would reduce demand for oil, 
which theoretically should cause a decrease in prices.

The supply side of the market is where the more strik-
ing drivers are found. The oil and gas industry has 
evolved enormously over the last 10 years, primarily 
due to the discovery of masses of shale oil and gas in 
the US. OPEC are a grouping of some of the world’s 
primary oil exporters, headed by Saudi Arabia. They 
have always acted as a ceiling on oil prices, colluding 
to restrict supply when oil prices fall, to maintain what 
they deem to be a fair price for their produce. While 
OPEC is missing several key oil exporters, it has always 
had a relatively strong effect on oil prices. However, 
with the new wave of US shale hitting the market, 
OPEC no longer have the price-setting power that 
they once did. It is suspected that current production 
cuts are being offset by increased US production.

Geopolitical factors can act to restrict supply also. The 
most topical example is the attack on Saudi Arabia’s 
oil processing facilities in September. That not only 
knocked short term supply but it also knocked inves-
tor confidence, causing prices to increase. There is an 
added layer of complexity to Saudi Arabia’s influence 
on oil prices. The kingdom is looking to wean itself off 
its dependency on oil, and so plans to float at least 
some of its state owned energy company, Saudi Ar-
amco, on the stock exchange to fund an ambitious 
social and economic reform programme. It is in the 
Kingdom’s interest, therefore, to maintain high oil 
prices, as they will receive a more lucrative valuation 
if that is the case. However, these sort of attacks may 
artificially raise prices, but would also decrease inves-
tor confidence.

For the upcoming year, it is difficult to predict, as al-
ways, where oil prices will go. It does appear likely 
that there will be some sort of Saudi Aramco flotation 
this year. Mohammed Bin Salman has just instituted 
his nephew as energy minister and the Crown Prince 
has displayed impatience in achieving his reform 
programme for the kingdom. If that is the case, the 
Saudi’s will likely to do whatever is in their power to 
increase oil prices. However, the state of the global 
economy, and other major geo-political uncertainties, 
will be key drivers of oil prices for the upcoming year. 
Therefore, I would long volatility in the market this 
year, and invest in defensive stocks that can withstand 
lower oil prices due to their cost efficiencies. 
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The first six months of 2019 showed strong activity for Ireland’s mergers and acquisitions (M&A) market.  Deal value 
was up 24% compared to the same period in 2018 but deal volume dropped off due to weaker sentiment, global 
economic uncertainty and Brexit unease. Despite this, Ireland remains an attractive destination for international 
investment.

Brexit, escalating trade tensions between the US and China, and concerns that the global economic cycle is peak-
ing have all contributed to dealmakers’ reason for pause. We saw the impact of this geopolitical uncertainty in Q4 
2018. With no clarity about how these factors will play out, the slowdown carried over to Q1 2019, although we 
did see a marked improvement in Q2.

Ireland’s market still offers compelling value and opportunity for domestic and international investors. However, 
dealmakers are likely to adopt a more cautious approach until a clearer picture emerges of Ireland’s economic 
future.

Deal Focus
The public M&A market in Ireland has been more active in 2019. In June, US-based pharma group Abbvie announced 
the acquisition of Ireland’s Allergan in a US$86 billion (€77.4 billion) blockbuster deal, while Belgian-headquartered 
publishing company Mediahuis took Ireland’s largest newspaper group Independent News & Media (INM) private 
in a deal valuing the company at €145.6m. All demonstrating ongoing international interest in Irish assets.

Private equity
Private equity (PE) firms were major contributors to deal activity in H1 2019. PE activity in Ireland totalled €1.8bn 
in H1, a 74% rise compared to H1 2018. Although PE deal value is below recent years, PE firms were responsible for 
around 75% of overall deal value in Ireland in H1 2019. PE deal volume, meanwhile, has risen slightly from 19 to 21 
deals, compared to H1 2018

Inbound Activity
Ireland continues to draw M&A interest from international buyers: seeing a 28% increase on H1 2018, totalling 
€2.2bn in H1 2019. Volume dipped from 65 to 53 deals, in-line with overall M&A figures. Overseas investors led the 
five largest deals in Ireland over H1 2019 too. Despite the ongoing Brexit uncertainty, Ireland attracted the largest 
number of relocations as a result of Brexit, with 100 firms moving jobs to Dublin. 

Sectoral M&A Activity
Over the last five years the Technology, Media & Telecoms (TMT), pharma and financial services sectors have 
consistently accounted for a significant proportion of Irish M&A activity. TMT was by far the dominant sector, 
accounting for 55% of disclosed deal value (€1.4bn) and 22% of deal volume (17 deals). Technology has been a 
steady source of deal flow, with investors drawn to Ireland’s position as the world’s second largest exporter of 
computer software and information and communications technology. 

Financial services came in second for volume, with 15% of all announced deals. Notable deals include Allied Irish 
Bank and First Data’s acquisition of Payzone and Brewin Dolphin’s acquisition of Investec Capital & Management 
from its parent for €44m. In these deals, institutions seek scale to leverage synergies, increase assets under 
management and reduce costs in an industry where margins have been squeezed by regulation and digital players 
offering technology-enabled services at lower costs than their more traditionally-minded competitors.

The industrial and chemicals sector ranked second for deal value, although there were only two deals with 
disclosed values, and most of this disclosed value was attributed to the €300m acquisition by PAI Partners-backed 
Stella Group of CRH’s shutters and awnings business. 

Outlook
The Irish economy is one of the fastest growing in Europe - the ease of transacting and its low corporate tax rate 
make the country an attractive option for overseas buyers and PE firms, who have been the main drivers of deal 
flow in 2019. Opportunities in the fast-growing, robust sectors of technology, financial services and life sciences 
will also continue to draw local and international interest as corporates continue to deploy capital in these “hot” 
industries. The easing of trade tensions and Brexit reaching a stable outcome could bring significant improvements. 
Ireland’s solid fundamentals suggest that it will continue to deliver plenty of M&A opportunities for buyers who 
want to invest in 2020.

Ireland’s M&A environment remains 
strong despite Brexit and global 
uncertainty
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Equity markets continue their relentless march upwards with year-to-date gains of some 28%. 
Beneath the surface, however, there is significant bifurcation in the distribution of these returns which has pres-
ents significant challenge for value-minded active investors.  

Our observation is that since the Global Financial Crisis (GFC), market participants have been chasing asset class-
es and investment styles that are expected to have lower volatility or lower drawdown risk. 

Seeking safety or perceived safety has become paramount in a zero interest rate environment, with political insta-
bility manifesting in trade wars and currency wars challenging decades of globalisation; all the while technology 
disrupts industry after industry, creating new jobs while destroying many old jobs. It’s not surprising many inves-
tors have crowded towards quality, visible and disruption free-growth –albeit irrespective of price. 

What once seemed remarkable in 2012, when the valuation of low-volatility stocks were close to historical highs 
relative to the highest volatility (value, cyclical) stocks has only become more acute. Indeed, four years ago we 
wrote: 

Those that justify continued ownership of these companies borrow the Warren Buffett maxim of “it’s far better to buy a 
wonderful company at a fair price than a fair company at a wonderful price”. In practical terms this means that those 
companies that can generate returns of capital employed of say 20% will deliver an attractive return on investment 
over the long term. But the more investors crowd into such “wonderful” companies at the expense of other investments, 
[pushing up their valuations] the more risk is transferred to what was originally perceived as a safe asset. 

At the time, we sold Waste Management (WM) on the grounds that investors were willing to pay 50% more for 
each dollar of operating cash flow than 12 months previously, while company fundamentals were deteriorating. 
Revenues, profits and cash flows had been fairly flat from 2004-2014 yet the dividend had been growing at 5% 
per year and all we could see was the rapidly falling spread between the cash generated by the business and the 
continuing ability of WM to fund increasing distributions to shareholders. 

Fast forward four years later, in August 2019, the valuation spread between “value stocks” and “low volatility” 
stocks extended out to the highest in recorded market history, including the dot-com bubble. Investors in Waste 
Management are now prepared to pay 40% more again per dollar of operating cash flow for a business whose 
growth prospects have not fundamentally changed (10 yr. sales growth 1.1% pa), albeit they have improved oper-
ational performance. 

This picture is mirrored in many other sectors but a couple of examples in the Consumer Staples sector are in-
structive. Nestle and Procter & Gamble are both priced at 25x forward price-to-earnings i.e. an earnings-to-price 
yield of 4%. On these measures of value they are trading some 50% above valuation levels of 10 years ago. There 
is nothing inherently wrong with a 25x earnings multiple if a company has the growth profile and the ability to 
generate superior returns on investment over time. Indeed, we own some companies like this (examples are DCC, 
Nike, Steris and Microsoft). 

However, at these valuations investors may not do much better than a 4% return because these companies have 
not been growing at a pace to justify their trading multiple. Rather, investors are willing to capitalise the per-
ceived safety and low volatility of these earnings streams at ever lower discount rates, clambering to pay more 
and more for visible, steady growth. Moreover, with online retailing eroding the advantages these businesses had 
over many years, with scale advantages and preferential access shelf space and strong pricing power, the consid-
erable challenge for these companies will be to grow organically at a pace that can, at the very least, justify the 
current premium valuation rating. 

Valuation extremes underlying 
equity market returns
Sean Kenzie, CFA - Portfolio Manager at Setanta Asset Management
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ETFs Explained
Liam Collins

downstream users (pharmaceutical companies, CBD 
product producers, & specialty financiers). Any inves-
tor could devote themselves to doing the research 
and compiling the & maintaining the exposure over 
time. Or, the investor could just buy the ETF and have 
the fund managed by a team of investment profes-
sionals. 

The ETF structure also includes some features which 
make it more tax efficient than the mutual fund struc-
ture. One of these features is the open ended nature 
of an ETF - the ability to quickly increase or decrease 
the number of shares outstanding. Institutions can 
change the number of shares in an ETF via the cre-
ation and redemption process. In a creation, the 
financial institution tenders a ‘creation unit’ of indi-
vidual stocks held by the ETF to the Fund Custodian 
(usually equivalent to 50,000 shares of the ETF). The 
actual number of shares of each name is calculated to 
replicate the underlying index and is published and 
distributed daily by the Fund Administrator, and is 
known as a Portfolio Composition File. In return, the 
Custodian ‘creates’ 50,000 shares of the ETF and de-
posits them in the institutions account. The opposite 
process is known as a redemption and involves the 
institution tendering share of the ETF and receiving 
the stock basket in return. The important point of this 
process is that the exchange of stocks for ETFs is seen 
as an ‘in-kind transaction’ and is NOT considered a tax-
able event for the ETF fund. There is no impact on the 
ETF shareholders. 

Contrast this with a mutual fund that has to process 
the sale of mutual fund shares as a result of investors 
selling their holdings. The mutual fund would have 
to sell some of the stocks held in the fund in order to 
pay the investor for the shares. These stock sales are 
considered taxable events and may entail significant 
costs on the remaining holders of the fund, particu-
larly if the holdings to be sold were bought at a much 
lower basis. Mutual funds are also only required to re-
lease their holdings once a quarter. 

The creation and redemption process also acts as an 
important mechanism to ensure that the funds trade 
at or near to their Net Asset Value, or NAV. This is the 
value of all of the fund holdings on a per share basis. 
By using the Portfolio Composition File, institutions 
can calculate the fair value of the basket in real time 
throughout the day. If the ETF price deviates from the 
calculated NAV, the market participants will buy or 
sell the ETF shares against the basket. These actions 
will force the prices back into alignment. This process 
is called arbitrage. For example, if the ETF is trading 
rich (i.e. at a price above the NAV), the arbitrageurs, 

Few products have made as big of an impact in re-
cent years in the financial world like Exchange Traded 
Funds (ETFs) have. ETFs are funds that are made up of 
baskets of securities, like equities, and usually track a 
certain index. In this way, ETFs are very similar to mu-
tual funds, index tracking, tradable portfolios. The sig-
nificant difference between the two is that ETFs trade 
like stocks. While mutual funds are priced once a day, 
based on the closing price of all the stocks in the bas-
ket, an ETF trades throughout the day like any oth-
er equity. They share other important characteristics 
with stocks such as the ability to sell short, borrow or 
loan shares, or to list options on the shares. This more 
dynamic trading of ETFs throughout the day makes 
them a more attractive choice for many investors. This 
is just one of the reasons that ETFs have risen in pop-
ularity. In many cases, ETFs also have the additional 
benefits such as cheaper brokerage commissions and 
lower fund expenses, known as the expense ratio, 
due to their lower overhead costs. 

Since their introduction in the 1990s, assets invested 
in ETFs have risen to over $4 trillion in the US alone. 
Although mutual funds still hold far more assets, the 
flow has been decidedly to ETFs  for most of the past 
20 years. They continue to provide investors with 
an inexpensive, easily traded form of diversification 
& passive indexation. An ETF can hold hundreds, or 
even thousands, of securities from many industries, 
with complete transparency of the holdings to ensure 
that the manager is tracking the stated investment 
objectives. As for the index in question, these indices 
can be very specialized as well. One of the most pop-
ular ETFs in the SPDR S&P 500 ETF, which tracks the 
S&P 500 index of the largest companies listed in the 
United States. 

But SPDR is a very macro example of an ETF. ETFs can 
also model different industries and sectors as well, 
from the banking sector to something as consum-
er-facing as distilled spirits, video gaming, or drones.  
The banking sector example is an easy basket of 
stocks to think about. An investor could take all of 
the major banks’ equity stocks and rank them by their 
capitalization to determine the required exposure for 
each name. A more niche example might be targeted 
at the emerging legalization of cannabis. In addition 
to companies that actually produce cannabis, the 
basket of stocks could include production suppliers 
(fertilizer, irrigation equipment, or grow lights) and 
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A noticeable trend in the Healthcare market of late has 
been the attempt by various firms to carry out verti-
cal integration. Often referred to as Vertical monop-
olisation, Vertical integration is the process by which 
one firm eliminates a third party from the production 
chain, and carries out two or more tasks previously 
carried out by multiple firms, itself. The most com-
mon example of this strategy is Supermarket chains 
sourcing directly from the suppliers themselves, rath-
er than paying a wholesaler to source it for them. 
These attempts are often pitched as getting “fresher” 
produce or a “more direct route from farm to plate”.  
But is it really helping the consumer? The cutting out 
of the middle man increases transparency, as well as 
the company to control costs on the end-to-end value 
chain. A strong example of these benefits were during 
the Irish beef factory strike where chains sourced beef 
directly from farmers but had it processed in Northern 
Ireland, with no effect on the price.

Vertical integration and consolidation have become 
a trend in the Healthcare industry in an attempt for 
providers to cut costs. Pharmacy Benefit Managers 
have become a target for takeover by Health Care 
providers. Furthermore, there has been interest in 
mergers between drug wholesalers and manufactur-
ers. In the future, if Vertical Integration and Consoli-
dation continues between Hospitals, Health Care Pro-
viders and Pharmacy Benefit Managers, the dynamic 
of the healthcare industry could be changed. These 
attempts at mergers and acquisitions are being met 
with scrutiny from antitrust watch bodies. The biggest 
example was October of last year when CVS, a retail 
pharmacy chain, who had announced intentions to 
buy Aetna, the 3rd largest Health Insurer in the Unit-
ed States, received federal approval to go ahead with 
the merger. This had no precedent and several court 
battles later the landmark merger was completed on 
September 4th, almost 2 years after the intentions 
were announced, for $69 Billion.

The deal has allowed CVS to start converting phar-
macies to “Health Hubs”, where customers can go for 
checkups and consultation, and also shop in the retail 
pharmacy as well. Is this a monopoly? If the consumer 
can only go to one health centre and one pharmacy 
owned by the same company, do they have a choice? 

Vertical 
Integration
James Kinsella

or simply arbs, correspondingly sell the ETF share 
and buy the same dollar value of stocks held in the 
basket. This will push the ETF price down and stock 
prices up, eventually eliminating the price disparity. 
The resulting positions (short ETF / long stock basket) 
can then be unwound by either trading in the market 
at the new price level or by initiating a ‘creation’ with 
the custodian. 

More recently, ETFs have become much cheaper to 
list and run as well. This has allowed more asset man-
agers to enter the ETF field, offering an ever expand-
ing number of investment vehicles to institutional 
and retail investors. 

ETFs are not perfect vehicles and there are some dis-
advantages. As more funds are introduced, the choic-
es can become bewildering. There are now more ETFs 
listed in the US than there are individual stocks. As the 
pie gets cut into progressively smaller slices, narrow 
industry focus and niche thematic examples of ETFs 
clearly damage the diversification argument. Liquidi-
ty in these fringe products can also be an issue. Some 
of the funds are actively managed, which often results 
in higher expense ratios. 

Over time, as passive, index replication strategies 
have replaced single name investing, a tremendous 
amount of capital has been allocated in the same 
strategies or larger themes. This has created a system-
ic risk that if a catastrophic market event occurred, the 
amount of investors looking to get out of the same 
assets could significantly increase the volatility of a 
downward market. That is - everybody would be rush-
ing to the same door at once, overwhelming the abil-
ity of the markets to respond rationally. 

But probably the biggest issue remains the same re-
gardless of the vehicle selection - that of investors 
not actually knowing or paying attention to what 
assets they are investing in. Since investors are look-
ing at these funds holistically, rarely do they actual-
ly look at the underlying assets. An investment in an 
ETF ensures that professions are managing the fund. 
But, overall investor portfolio composition is no less 
important with ETFs than with single name stocks. A 
balanced portfolio of separate funds designed to of-
fer a specific exposure within the desired risk / return 
framework still requires the attention of the investors 
and their financial advisors. 
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Many people will be aware of the technology compa-
ny Intel, a semiconductor manufacturer which likely 
supplies processors for their laptop or desktop. Intel 
have dominated the CPU market for decades with 
many believing that the manufacturer possessed 98% 
market share in the industry for quite a long period of 
time. Rival CPU manufacturer AMD’s technology sim-
ply could not compete and always appear to lag be-
hind. However, this changed in February 2017 when 
AMD released their first generation 14-nanometer Ry-
zen CPUs. AMD were now able to compete with Intel’s 
technology and were seen as a viable alternative. 

Since the release of AMD’s first generation Ryzen CPUs 
based on their Zen microarchitecture, they have con-
tinued to grow and become stronger. AMD released 
their second generation 12-nanometer Ryzen CPUs 
based on their improved Zen+ microarchitecture 
in April 2018. A key strategic decision was made by 
AMD’s CEO Lisa Su to utilize the manufacturing pro-
cess of TSMC to allow the semiconductor manufactur-
er to produce 7-nanometer CPUs and AMD released 
their third generation 7-nanometer Ryzen CPUs based 
on their Zen 2 microarchitecture in July 2019.

Intel have suffered from manufacturing issues in re-
cent years and are struggling to complete with AMD’s 
technology. They have only released their 10-nano-
meter Ice Lake CPUs in August 2019 which are aimed 
at thin, light and not very powerful laptops. Their 
10-nanometer CPUs for more powerful laptop and 
desktops are not expected to be available until 2022.

Intel are not oblivious to the fierce competition from 
AMD which has resulted in them losing market share 
quite rapidly. On 24th April 2019, Intel held their quar-
terly earnings call and beat EPS and revenue expecta-
tions. Despite this, Intel’s stock price plummeted by 
over 22% over the following two weeks due to com

The Rise of AMD 
and the Demise 
of Intel?
Oran Keeling

ments from CEO Bob Swan highlighting weak future 
outlook primarily due to competition from rivals AMD.

AMD’s technology improvements have resulted in 
them securing deals to be the CPU and GPU provid-
ers for both Microsoft and Sony’s next generation 
gaming consoles set to be released in late-2020. In 
August 2019, Google began using AMD Epyc CPUs 
for their data centres which resulted in AMD’s stock 
price increasing by 16.2% in one day. Google’s conver-
sion from Intel to AMD now means that all major USA 
cloud companies are using AMD CPUs for their data 
centres. AMD’s plethora of strong deals accompanied 
by their technology advancements have benefited 
their stock price immensely with it surging 53% year-
to-date.

What the future holds for Intel is highly predicated on 
their ability to produce technology that can compete 
with that of AMD. Intel remain market leaders but 
with AMD CPUs reported to be outselling Intel CPUs 
at a rate of 4:1 the company need to act fast before 
losing even more significant market share.

I’m yet to be convinced otherwise, and although CVS 
are yet to reap the rewards, the competitive element 
of the sector is set to suffer.
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