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Tell me
and I forget.

Teach me
and I remember.

Involve me
and I learn.
2

Benjamin Franklin

																								

November 2018

Table of Contents
4. CEO’s Welcome
Marie-Louise O’Callaghan

4. Editor’s Note

2018/2019 Committee

Fiona Stinson

5. Operations Overview
Ronan Smith

8. Women in Business
Chief Executive Officer
Marie-Louise O’Callaghan

Chief Investment Officer
Jack Collins

Chief Operating Officer
Ronan Smith

Chief Macro Economist
Daniel Ferreira

Dina Abu-Rahmeh

11. Rotman International Trading Competition
Emma-Louise Ruane

13. London Bank Visit
Erika Goodwin-Monteagudo

13. Spring Week Experience: Morgan Stanley
Cormac Harmon

15. Too Good to Be True?
Sinéad Flynn

15. An Overly Levered Market?
Molly Flynn

Chief Risk Officer
Emma-Louise Ruane

Chief Financial Officer
Róisín Horan

Chief Technology Officer
Nam Nghiem

Deputy Technology Officer
Liam Duggan

16. Rising Oil Prices - What does the future hold?
Aaron O’Neill

18. The Makings of a Crash
Conor Power

20. Interview: David Swan - COO SMBC Aviation Capital
Fiona Stinson

23. How can Family Offices Continue to Distinguish

Themselves in a Dynamic Industry?
Paul Gorman - CIO Elkstone

24. Interview: James Rickards
Ronan Smith

Head of Women in Business
Dina Abu-Rahmeh

Public Relations Officer
Carla King-Molina

27. Bulls, Bullets & Bibles - The rise of Jair Bolsonaro
Daniel Ferreira

28. The Green Rush
Harry Johnson

29. Seeking Return in a Changing Tech Sector
Toby McCoy

Investment Officer

31. Blockchain is Picking up Speed

Investment Officer

32. Can Trump Restore the US Trade Deficit?

Rory O’Callaghan

Aaron McGowan

Head of Publications
Fiona Stinson

Deputy Editor
Gareth Foynes

Hannah Lynch
Niamh Ferry

34. Internship Experience: Irish Life Investment Managers
Mark Slattery

36. Themes in Asset Management
Andrew Johnson

37. What’s the Gig Deal?
Gareth Foynes

38. Wealth Inequality, the Impact of Education &

Increasing Access
Robin Twist

40. Secrets to Successful Applications
Afzal Hussein - The CV Doctor

43. Trinity SMF Alumni Network

3

Trinity SMF | InFocus

																								

CEO’S Welcome
Marie-Louise O’Callaghan
As Chief Executive Officer of the Trinity Student Managed Fund, it
is my pleasure to welcome you to InFocus, our annual publication
which showcases the talent within Ireland’s largest and most actively
engaged finance society. The primary goal of the Trinity SMF is to
create an unparalleled and self-sustaining resource for the educational
development of Trinity students, bestowing upon them experience in
equity analysis, investing and risk management.
Over the past eight years, the Trinity SMF brand has become increasingly
recognised among industry leaders and the broader investment
community as a symbol of professionalism and excellence. Educational
events including talks from industry leaders, EduClasses from our
corporate partners and career workshops have culminated in some of
the highest calibre investment ideas being presented to the Investment
Committee this term. The hard work and commitment of our members
is evident in our portfolio’s performance, consistently outperforming the
benchmark this year.
Some of the highlights of this term have been our Women in Business
Conference, which we ran in October, our annual banking trip to London
and our Speaker Series, where we recently welcomed Fahmi Quadir,
the legendary short seller, David Swenson, the renowned Yale Chief
Investment Officer and James Rickards, the world leading economist, to
Trinity College.
It has been a privilege to work with some of Trinity’s most ambitious
students this year and I am looking forward to an exciting semester
ahead. Best wishes to all this festive season.

Editor’s Note
Fiona Stinson
There is a lot of truth in the quotation on the inside cover of this
publication (“Tell me and I forget. Teach me and I remember. Involve me
and I learn”) and it was used by Caroline Dowling, President of Flextronics,
when she spoke at our Women’s Leadership Conference earlier this year.
The statement encapsulates exactly that which the Trinity SMF hopes
to provide for its members: the opportunity to learn through teamwork
and active involvement - something which many students don’t fully
experience in the ordinary course of their studies, in the lecture hall or
in the library.
InFocus is testament to the success of the Trinity SMF in achieving its goal
of creating an educational resource for Trinity students to maximise their
personal, professional, and social development. Despite the fact that the
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clue is in our name, it is easy to forget that everything we do is in fact
“student managed” - from making investment decisions, to organising
educational events and even putting this magazine together. InFocus
supports our goal in two ways. Firstly, it gives our members the chance
to get involved by producing an article and secondly, our readers are
afforded the opportunity to learn from what their peers have shared.
Inside, you will find a collection of articles, interviews, advice and
reflective pieces written by some of our members. While some of
the articles assess the market in which we invest, others document
Trinity SMF initiatives or provide an insight into students’ experiences
working with some of our sponsors during the summer. We hope that
not only will you learn something by reading this, but that you will also
be inspired to get involved if you are not already.
We must thank our sponsors, who have been integral to the continued
success of the Trinity SMF. The Fund, and therefore this publication,
would not exist without their support.

Operations Overview
Ronan Smith
Our hope for the 2018/19 session is to leave the Trinity Student
Managed Fund in a better position than where it was when it was
handed over to us last Spring. Since its inception in 2010, the Fund
has maintained a strong record of improved performance in both
our reach within the walls of Trinity College and externally, building
lasting partnerships with some of the largest companies in the world.
This year has been no different. Our success so far can not only be
attributed to the hard work of our dedicated operations team, but to
the Trinity SMF in its entirety.
Freshers’ Week is crucial in helping us to expand our reach to new and
existing students of Trinity College Dublin. Our generous sponsors
SMBC Aviation Capital and Citadel Securities ensured that we had
enough goodies for the over 900 members we signed up throughout
the week. This resulted in a 31% increase in membership from last
year. This was an important milestone for the Fund as we are now the
second largest business-related society on campus.
The Michaelmas term saw our Speaker Series take off with our most
impressive line-up of speakers to date. Afzal “The CV Doctor” Hussein,
former Goldman Sachs Associate and Entrepreneur, provided our
members with everything needed to generate the perfect CV and
cover letter. Hedge Fund Manager, Famhi Quadir, listed on Forbes’ “30
under 30 in Finance”, visited Trinity to discuss her career and what it
takes to be a short investor in bull market. We were also joined by David
Swensen, a legendary investor and the Chief Investment Officer of the
Yale endowment Fund and James Rickards, acclaimed economist and
four time New York bestselling author for his series of books on the
next global financial crisis.
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Our annual Women’s Leadership Conference was
a tremendous success yet again with the speakers
sharing some of the most impressive and engaging
stories of how they broke down barriers in their lives
and careers. This would not have been such a success
without the hard work of the Head of Women in
Business, Dina Abu-Rahmeh, and her team.
Our annual flagship event - Leadership Perspectives
- will take place on the 29th of January. We will be
welcoming Jamie Heaslip, Irish Rugby Legend; Vivian
Hunt, Head of McKinsey in the UK & Ireland; Margot
Slattery, Country President of Sodexo in Ireland and
Northern Ireland; and Raoul Pal, Former Hedge Fund
Manager, Founder and CEO of Real Vision, to discuss
a broad range of topics surrounding the theme “A
World of Opportunities”.
We had a very busy October with regards to our
EduClass Series which continues to grow from
strength to strength each year. These weekly events
give our corporate sponsors the opportunity to teach
our members something and speak to them about
their graduate opportunities afterwards. This year, we
were very pleased to see most of our events filled to
the rafters, even sometimes having to turn members
away due to overcapacity. We want to thank all our
members for making these events a success and we
hope that by giving up your free time in the short run,

Freshers’ Week

Speaker Series: Fahmi Quadir
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that you hopefully gain in the long term.
This year our leadership team secured several new
business partnerships in new industries and sectors,
which has brought our AUM past the €100,000
milestone. We hope to grow this further by the end
of the year, allowing our investment team to enhance
their convictions and establish new positions.
Moreover, we will continue to send teams to compete
in the Rotman International Trading Competition in
Toronto and the CFA Equity Research Competition.
Please also keep an eye out for this year’s Davy Stock
Pitching Competition as you could be in with a chance
to secure a summer internship next summer.
Running the Trinity SMF has been a tremendous
undertaking by everyone involved so I want to
thank the Leadership team, the Operations team,
the Investment team and of course the members, for
making this a very enjoyable year. I am confident that
come next Spring, when we as a team must pass on
the Fund to the next Committee, that we will be able
to say that we have not only achieved on our goals for
the year, but exceeded them.

Women’s Leadership Conference

EduClass Series

Speaker Series: David Swenson
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Take the next step
with Credit Suisse.
We are looking for open-minded talent with a desire to become our leaders
of the future. This is made possible with opportunities to grow and develop
on the job and through training. Join Credit Suisse and let’s progress together.
credit-suisse.com/careers
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Women in Business
Dina Abu-Rahmeh

The Women in Business Network

2

Photo: Female Mentoship Programme Launch

018 has been a great year for the Trinity SMF’s Women in Business Network. This year, the Fund is lead by MarieLouise O’Callaghan, the first female CEO since the SMF’s inception in 2010. The Women in Business Network has
exerted extra efforts to further expand its role within the Fund.
We started off the year with a breakfast event hosted by 100 Women in Finance to celebrate the launch of their
‘NextGen’ Initiative. The breakfast took place in the Dining Hall with the presence of a VIP guest, HRH Sophie, the
Countess of Wessex. Female members had the opportunity to network with female figures across the finance
industry and exchanged views in a discussion about the importance of female empowerment.
The Trinity SMF also hosted the 30% Club to speak to our members about the importance of gender equality in the
workplace, especially in the financial industry.
This year, the Women in Business Network established the Trinity Student Managed Fund’s first-ever Female
Mentorship Programme. The programme launched on the 16th of October 2018 at the Davy Group offices. Through
this initiative, fifteen SMF members are paired with fifteen female mentors who have extensive experience in the
financial industry. The aim of the programme is to give mentors the opportunity to share professional expertise
with SMF members and provide students with insight into the multi-layered performance required by the industry,
as well as to meet and draw inspiration from successful female businesswomen. All of these efforts stem from the
Women in Business Network’s belief that inspirational mentors play a major role in guiding the professionals of the
new generation to success.

Women’s Leadership Conference - Breaking Boundaries

O

n the 5th of October, the Trinity SMF organised its third annual women’s leadership conference. The conference
furthers a fundamental aim of the SMF, that is, to enrich knowledge by exposure to real world experiences.
This year’s theme was Breaking Boundaries as it convened a diverse range of prestigious leaders who have excelled
in their fields by creating opportunities for themselves in spite of obstacles.
The event took place in Regent’s House in a panel format moderated by Gavin McLoughlin. The four distinguished
panelist speakers were Julie Sinnamon, Caroline Dowling, Lauren Simmons and Mick Sweeney.
Julie Sinnamon is the CEO of Enterprise Ireland and has had an illustrious career, holding a number of senior public
sector positions in Enterprise Ireland and IDA Ireland. Ms. Sinnamon encourages diversity and drives the building
of balanced teams in the workplace. She is a champion for women, engaging at all levels within both the public
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and private sector.
Caroline Dowling is the president of Integrated Network Solutions at Flextronics and ranks well up among the top
twenty female executives in American business for the number of people on her payroll. Dowling dropped out
of school aged 15 before returning to school in her early 20s and subsequently going on to graduating from an
Advanced Management Programme in Harvard Business School. In her speech, she emphasized the importance of
the working environment - “Is it filling your needs and will it in the future?”

“

Be fearless, break boundaries, be confident,
and network with the right people.

”

Lauren Simmons, our third speaker, is both the youngest and the only full-time female trader on the New York
Stock Exchange, at just 23 years old. Despite not having studied finance before, Simmons passed her Series 19
exam and joined a short list of women who have signed their names in the book containing the constitution of
the NYSE. Although we may encounter hard times in our careers, Simmons reassured the audience that we must
“be fearless, break boundaries, be confident, and network with the right people.” Simmons is an advocate for the
importance of diversity and inclusion in the workplace for women.
Last, but certainly not least, Mick Sweeney is an experienced executive with a successful track record of over 20
years leading businesses in the Financial Services Industry, both domestically and internationally. Most recently,
Sweeney was elected to the board of the Dublin Chamber of Commerce. Since July of this year, he has served as
Chairman of the Board for Zarion Software.
The ultimate goal of this annual conference is to inspire the next generation of leaders to succeed in the same
breadth as have the speakers of the event’s panel. Hearing from modern-day leaders is an invaluable resource
to students formulating plans, setting goals, and making decisions in the face of adversities. Through these
endeavours, we hope to create a future for our community where respect and justice are prevalent, the gender pay
gap no longer exists, and where differences are accepted, not just tolerated.

Julie Sinnamon

Caroline Dowling

Lauren Simmons

Mick Sweeney
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Rotman International
Trading Competition
Emma-Louise Ruane

T

he Rotman International Trading Competition
(RITC) is an annual event held at the University
of Toronto that brings teams of students from
universities worldwide to participate in a unique
3-day simulated market challenge. Teams participate
in various activities including electronic and outcry
trading cases, seminars with industry practitioners,
and social events with fellow competitors from
around the world.
I was fortunate enough to have been selected
to represent the SMF and Trinity College at the
competition which was held last February in Toronto.
The team was selected through a round of interviews,
open to all members of the SMF. The other team
members were Laura Finnerty, Rory O’Callaghan,
David-Alexander Robinson, Ronan Mac Giolla Rua and
Ben Dowling.
In the lead up to the competition, a case file was
released online that gave details of the 6 cases that
would take place in Toronto. We worked hard on
preparing models for the case before attending the
competition in Toronto between February 22nd and
24th.
The BP Commodities Case required us to work as
a team and trade crude oil in a closed supply and
demand market. Each team member was given a
specific role as a Trader, Producer or Refiner of crude oil
and required to manage the production, refinement,

November 2018

storage and sale of crude oil and related products.
The Fixed Income Case challenged the team to
manage a bond portfolio and generate profits by
taking advantage of any mispricing of bonds due
to changes in the zero-coupon rates. This required
us to accurately understand various types of news
and evaluate their impact on the yield curve, credit
ratings, and bond prices. The team worked on
building a model that would help us to price risk-free
treasury bonds and forecast the changes in the prices
of corporate bonds.
In the S&P Global Quantitative Outcry case, we were
required to determine the effect of news releases on
an index, the RT100, that reflects the global political,
economic and market conditions. We then had to react
to the news by trading futures contracts on the index
in pit-style outcry trading with the other participants
in the competition. This was by far the most fastpaced and exciting aspect of the competition!
The MATLAB Volatility Trading Case required the
team to build a complex options pricing model using
VBA for Excel. Information regarding the price of the
underlying asset, option prices and news was released
and we were tasked with implementing an options
trading strategy to trade volatility, taking advantage
of any mispricing opportunities in the options prices.
The Flow Traders ETF Case challenged us to evaluate
the liquidity risk associated with different tender
offers received. We had to make rapid judgments
on the profitability and subsequent acceptance and
execution, or rejection, of each offer.
The Schonfeld Algorithmic Trading Case required the
team to code an algorithm in MATLAB that would
automate trading strategies and react to changing
market conditions.
Participating in the competition was the first
exposure that many of the team members had to
trading, building models and interacting with the
markets. For many members of the Trinity team,
myself included, it sparked an interest in trading and
the financial markets. In fact, many of us have now
decided to pursue careers in trading on the back of
our experiences at the competition.
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What Will
You Create
Sometimes changing the world starts with getting
your application in on time. Apply now.

INSTITUTIONAL SECURITIES*
& INVESTMENT MANAGEMENT

TECHNOLOGY & COMPANY*

Summer Analyst and
Off Cycle Programmes
Sunday, 11 November 2018

Summer Analyst and Industrial Placement
Sunday, 25 November 2018

Industrial Placement
Sunday, 25 November 2018

Technology Spring Insight Programme
Sunday, 6 January 2019

Institutional Securities Spring
Insight Programme
Sunday, 6 December 2018

* Finance, Human Resources, Treasury, Compliance

* Investment Banking, Global Capital Markets, Sales
and Trading, Research, Bank Resource Management,
Quantitative Finance, Real Estate Investing

(Compliance: Sunday, 11 November 2018)

To apply for a Technology programme
in London or Glasgow, please submit an
application online at:
morganstanley.com/campus/technology

Morgan Stanley is an equal opportunity employer committed to diversity and inclusion. © 2018 Morgan Stanley
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London Bank Visit

Spring Week

Erika Goodwin-Monteagudo

Cormac Harmon

I

n September, myself and fifteen other Trinity SMF
members headed to London on the annual Bank
Trip organised by the SMF Executive Committee.
Our first destination was Bank of America Merrill Lynch.
There, we observed traders hypnotised by screens as
we were shown around the trading floor. We had the
pleasure of meeting Eamon Brabazon, BAML’s Head of
Financial Sponsors of M&A in the EMEA markets, who
gave us advice on how to stand out and move up the
career ladder. Next, we were introduced to a firstyear analyst within the FIG segment. What was most
memorable about our Q&A session with her was the
brutally honest statement she made declaring that
her degree did not contribute to her job as an analyst
at all. By the end of the day, it became clear that BAML
thrives on multi-culturalism and diversity.
Day two began before the cockerel sounded. From
the 32nd floor of the J.P. Morgan office, we gazed out
at the jaw-dropping view of the Thames and Canary
Wharf at rush hour. Tim Coote, a MD in J.P. Morgan’s
IBD, spoke to us about the importance of having street
sense, which he emphasised as being more important
than graduating with a first. The rest of the morning
was spent meeting representatives from Sales and
Trading, Investment Banking, and Credit Risk. The
most beneficial part of the visit was the detail J.P.
Morgan provided us with about the different types of
career paths in the finance industry.
Our final visit was to Morgan Stanley, where we
were welcomed by Derivatives Trader, Conor Davis,
a past TCD Theoretical Physics student. During the
afternoon, we had the opportunity to participate in
interactive activities, including a trading game and a
M&A case study analysis.
The opportunity to network and the invaluable
information and advice that we received during our
visits made this trip a fantastic experience for a group
of students hoping to enter the world of finance.

November 2018

M

any bulge bracket banks offer Spring Weeks to
2nd year students undertaking a 4-year degree
or to 1st year students undertaking a 3-year degree.
These weeks are fantastic opportunities for students
to learn about the banking sector, the specific bank
they visit, to narrow down the area of the bank they
would like to work in and to network. My Spring Week
at Morgan Stanley was an invaluable experience.
The application process was quite standard for a
Spring Week; I applied online with my CV and cover
letter and completed several online tests. I was then
invited to a motivational phone interview and a
competency/skills phone interview, before being
offered a place on the programme.
The programme for the week was a mix of interactive
activities and presentations. We were given talks
from junior and senior employees about the work in
different areas of the bank and the career paths that
their employees had followed. We worked in teams
each day on technical activities, such as advising on a
sample merger and bond pricing.
During the week, I gained a greater understanding of
the main areas that Morgan Stanley and other bulge
bracket investment banks operate in. This allowed me
to research various areas of finance before narrowing
down the area which would suit me best. As a STEM
student, I found this very beneficial as I was unsure as
to what area of finance I wanted to work in. I was also
given the opportunity to network extensively. Morgan
Stanley organised networking, but I benefitted most
from meeting people one-to-one through “The Irish
Network”. I sent emails to Irish people in the firm
who I knew and to others who they recommended
speaking to. Networking allowed me to find out
about the specific details of various jobs, which was
indispensable in helping me to decide where I would
like to take my career.
On the final day, I took part in the assessment centre.
We each had 4 assessments to complete: a motivation
interview, a technical interview, a team activity
and an individual presentation. One of the biggest
benefits of the week is that successful candidates
are automatically taken to the assessment centre for
the Summer Internship. I would highly recommend a
Spring Week, in particular the Morgan Stanley Spring
Insight Programme, to any 2nd year student interested
in pursuing a career in finance.
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Start your
journey
with us

We’re looking for students from all majors and backgrounds
to join our diverse, global team.
As a top employer in financial services, J.P. Morgan does
much more than manage money. We create unexpected
solutions
to help individuals, companies, institutions and
governments tackle financial and business challenges.
That’s why we need diverse minds like yours.
Here, you’ll have more chances to continuously innovate,
learn and make a positive impact for our clients,
customers and communities. We offer internships in over
20 different business areas with more than 10 Early
Insight Programs to introduce you to the industry and our
company.
To see how you can join our collaborative team, visit
jpmorgan.com/careers to learn more about our programs
and upcoming on-campus and virtual events.

J.P. Morgan is a marketing name for JPMorgan Chase & Co., and its subsidiaries worldwide.
©2018 JPMorgan Chase & Co. All rights reserved. J.P. Morgan is an equal opportunities employer.

14

																								

Too Good to be True?

Economic prosperity and booming
economies, despite political shake ups
Sinéad Flynn

A

s investors and laymen watch the economy
grow, uncertainty over rising interest rates has
been causing a market shake up. Since the economic
recession of 2008, it only seems in recent times
that there has been economic growth and stability.
The stimulation of the economy, caused by the tax
cuts made under the Trump administration, has
raised concern among investors and economists
questioning if this growth is too quick and too large.
Much doubt in this quarter has been cast over the
sustainability of the current conditions and the falling
markets are reflecting this fear.
The Fed has been consistently raising interest rates,
but Trump has been critical of his appointed Federal
Reserve Chair, Jay Powell, for maintaining a policy
that he was not previously doubtful of. Janet Yellen,
the former Chair, finds that distrust of the Federal
Reserve’s policy and choices this early will result in
a loss of confidence in the system. The Fed is raising
interest rates to combat inflation and the effects of
strong economic growth in this short space of time.
While there is presently growth, economists are
predicting a slow down. Some, including President
Trump, argue that higher interest rates will expedite
the arrival of the slow down. Other economists find
increased rates are necessary to combat inflation and
the increased import costs, which are argued to be
derived from the Executive’s Tariff War.
So, how will the US Midterm Election results affect the
economy? As Democrats soared to gain possession of
the House of Representatives, Republicans managed
to strengthen their Senate majority. The Democrat
House will undoubtedly place checks on Trump’s
administration, which has led to stocks rallying since
the results. Investors are viewing this as a positive
for emerging markets, but are still cautious about
the possibility of trade wars. There will be a focus on
Trump’s behaviour and choices at the G20 Summit,
which may shake up the negotiations between the
US and China. Ultimately, a trade deal between
both jurisdictions will lower existing high tariffs and
stimulate the US export of soybeans, which has been
demoted to a standstill. It has been clear that China’s
economy is not the only one suffering from high
tariffs, yet the effects in the US from the trade war
have been masked by growth in other sectors.
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The possibility of an increase in fiscal stimulus is
highly unlikely with a more liberal House in place.
There is fear that future policy is going to increase
the future deficit, but such forecasts will tell true
in January. The remainder of this year may just fall
into an unpredictable lame duck season. There is
turmoil brewing that there is a risk of a Government
Shutdown on December 8th. Democrats will hold
tight on their refusal to increase spending on Trump’s
infamous wall, and Republicans will not have enough
leverage to promote it. In order to pass bills of this
nature, Republicans in the Senate will have to make
major concessions to swing Democrat votes. Just
ahead of a busy holiday season that generally drives
retail stocks up, how will investors make decisions
during this looming shutdown?
The US economy is in a state of flux that might
not stablise until two or three months into the
Congressional sittings. If forecasters are correct,
there may well be a US recession in the early months
of 2018. A potential US recession and UK recession
from Brexit may have a knock on effect to other
reliant economies. This may endeavour to depress
the confidence and morale that has been elevated
since the 2008 crash. Proceed with caution is the best
advice as we enter this uncertain period.

An Overly Levered
Market?
Molly Flynn

L

everaged loans, as one of the top performing
asset classes of the year, have faced immense
market appetite until very recently. The U.S. market
for leveraged loans reached $1.3tn this year, whilst
the European market reached record highs of over
€150bn. High demand for leveraged loans has
enabled a price flex that is positive to issuers; a tighter
spread over the 3 month LIBOR/EURIBOR reduces
funding costs and is reflective of great market
interest. Issuance has surged for a number of reasons,
most commonly thought due to a global wave of
M&A activity, although many assert that a downturn
in M&A activity is approaching.
Leveraged loans are senior secured loans issued by
companies that are usually sub-investment grade,
perhaps due to cyclical exposure or high levels of
existing debt, with loans that are usually classified as
BB+ or lower. Leveraged loans are issued for a number
of purposes, namely for leveraged buyouts (LBOs),
refinancing, recapitalizations, and general corporate
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purposes (GCP). To manage the illiquidity of leveraged
loans, almost half of the market is assembled into
Collateralised Loan Obligations (CLOs), sliced into
different tranches of debt with rights to pay-out and
collateral at different risk/reward profiles. Leveraged
loans are floating-rate, thus they provide a hedge
against rising interest rates across the globe.

lead to a formidable rise in corporate bankruptcy.

There has been widespread concern over the risks
inherent in the latest issuances of leveraged loans
by investors and regulators alike. Janet Yellen, the
Bank of International Settlements, and the Bank of
England are amongst the many who have recently
spoken about the rising risks of the Leveraged Loan
market. Investors have reacted to such comments
by withdrawing approximately $1.5bn from the U.S.
Leveraged Loan market for the week ending 31st
October, according to Lipper Funds Flow Weekly. This
is the largest weekly outflow since December 2015,
and was predominantly led by mutual funds’ exits.

Aaron O’Neill

Over half of the market is more than 6 times levered
(Debt/EBITDA), and nearly 70% of the market has a
credit rating of B2 or worse. Many issued loans are now
considered as “cove-lite”, meaning that the covenants
on the loan are much less restrictive than previously.
There is less use of maintenance covenants, that
set rules for specific metrics, as well as covenants
limiting the firms’ asset transfers or sale of collateral
without loan repayments. Such contributes to a lower
probability of recovery in the case of a default. EBITDA
add-backs (or the adding of expenses back to EBITDA
to produce a more prosperous pro-forma EBITDA
figure) and the use of incremental facilities both add
to the degree of risk in the newly issued loans.
Many believe that the market is over-levered, and that
in the face of a downturn, corporations will struggle.
As Howard Marks, co-chairman of Oaktree Capital
says, we can’t tell whether we’re at the 8th inning or
the 11th inning; there’s no way of telling how late we
are in the cycle, or how long it will be until a downturn inevitably happens. When the market turns, it
is unknown how firms with such high gearing will
manage, and in preparation for this, many advisory
teams have bolstered their debt restructuring
capabilities. Given regulators scrutiny, we may well
witness incoming regulation of leveraged loans;
restrictions on EBITDA adjustments and necessary
covenants to prevent widespread bankruptcies of
overly levered firms. It is worth noting that central
bankers, as the toughest critics of leveraged loans,
may have also contributed to their exponential
growth by keeping interest rates low and buying
corporate credit. Only time will tell whether current
rate hikes, combined with a slowing economy, may
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Rising Oil Prices
What does the future hold?

I

t’s a well-known fact that oil prices are on the
rise, as has been the case for the past 30 months.
Inflation adjusted prices have increased by 104%
over the time period and this increase has not gone
unnoticed in company financial reports. In January
2016, oil prices reached a 15 year low of $36 per barrel
and have increased since, primarily influenced by
limited supply from OPEC who have set a price target
of $80 per barrel.
Most notably, airlines tend to take the largest hit when
it comes to increasing oil prices. Fuel prices represent,
on average, 22% of operating costs to airlines
meaning even marginable increases can have a major
impact on profits due to costs passed onto customers.
When oil prices peaked in 2008, they represented an
industry average of 36% of operating costs. Based
on 2016/17 low oil prices, the IATA reported record
breaking industry profits of $38bn on reflection of
relatively steady airfares along with falling oil prices.
It would be fair to assume that no record breaking
profits will be recorded at a $80 per barrel price and
this will not be favourably received by investors. This
does not by any means result in all airlines becoming
dead set short sellers, however the difficult task of
cost cutting in other areas falls on individual airlines
and previous investment in fuel efficient aircraft will
be rewarded in profit and loss accounts. For example,
a Boeing 787 operates 38% more fuel efficiently per
passenger than a Boeing 747.
However, some unsuspecting firms have directly
benefited and will benefit from these increases. Over
the past year, well known Freight Firms: UPS, FedEx
and Deutsche Post who all apply fuel surcharge to
shipments based on historical oil prices, have reported
positive net operating income from surcharges (fuel
charges charged to customers have exceeded costs
occurred). With a FedEx Express package with a
weight of 500g incurring a mean shipping cost of $14
(including surcharge), a major increase in oil prices
would be needed to show any noticeable effect on
demand. With a continued growth in US e-commerce
and manufacturing, these surcharges must be
absorbed by clients with a worst-case outcome
being switching to a more fuel efficient alternative
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transportation method (e.g. air to ground).
It should be noted that firms operate a variety of
transportation methods. For simplicity, WTI Crude Oil
prices were used in all calculations.

The Makings of a Crash
Conor Power

T

en years on from the worst economic and crisis
since the Great Depression, which prompted an
unprecedented policy response in terms of interest
rates and Quantitative Easing (QE), we appear to have
forgotten the lessons learned from 2008. There are
many signs which suggest that our next major crisis
could come sooner rather than later. In March of
2018, the bull run in equity markets passed its ninth
anniversary, but over recent months markets have
become much more nervous and volatile and the
majority of global equity markets are now in negative
territory in the year to date. Many economists
are beginning to question whether this period of
sustained equity market expansion is sustainable.
In the US, fiscal stimulus policies being pursued by
the Trump administration have pushed the growth
rate above its 2% potential. These stimulus policies
are being financed by huge fiscal deficits and have
pushed levels of inflation above their targets, with
a consequent increase in bond yields. Rising bond
yields are rarely good news for equity markets.
Furthermore, the Federal Reserve has increased
official short-term interest rates from 0 to 2.25% since
December 2015 and it will likely continue to raise
the federal funds rate over the coming year, leading
to increases in both the short and long-term interest
rates. In addition to this, US price to earnings ratios
are 50% above their historical average and key drivers
of the growth experienced since the last crash, such
as the high growth US tech companies, appear to be
on shaky ground.
Elsewhere, the outlook for China is looking
increasingly worrying, with GDP growth slowing to
6.5% for the third quarter of 2018. With the Renminbi
recently hitting a 10-year low against the US Dollar,
questions over currency manipulation will do little to
stem the trade tensions between the US and China.
It appears that China may have to slow down its
growth further to avoid a hard-landing triggered by
overcapacity and excessive leverage.
Other emerging markets are also starting to look
vulnerable. Turkey, Argentina, Venezuela, Brazil and
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Pakistan are all experiencing serious economic,
financial and political problems, approaching crisis.
As a consequence, the last year has seen a major
correction in equities, commodities, and fixed-income
holdings within emerging markets. As interest rates
continue to surge, the excessive levels of debt in
many emerging market economies will likely see
these corrections continue.
In Europe, there are a number of key concerns on the
horizon. The outcome of Brexit remains uncertain,
where a no-deal scenario could potentially plunge
the UK into crisis. On the other hand, a positive
outcome for Britain could spell trouble for the EU.
With the rise of populist governments around Europe
already threatening the stability of the Eurozone, any
perceived benefit to Britain from Brexit would provide
these governments with the inspiration they need to
push for their own exit from the EU and Eurozone.
It is unlikely that any Brexit outcome will yield a net
benefit for either side.
As a number of these issues play out over the next
year, and tensions escalate between the US and
the rest of the world, it is highly likely that global
growth will slow, forcing investors to reassess their
risk positioning. As this growth slowdown occurs
and the 2020 US presidential election approaches, it
is probable that Trump will attempt to take the focus
away from poor economic performance and could
potentially manufacture a foreign-policy crisis.
As the global economy hits a crisis point, many of
the policy tools required to weather the storm will be
lacking. Any potential fiscal stimulus policies would
be almost impossible given the huge levels of public
debt in many economies. Within the EU, any potential
bailout deals or policy reforms proposed by the ECB
would likely be met with strong opposition from
populist governments. Elsewhere, many emerging
and advanced economies with high amounts of
dollar-denominated liabilities would be unable to
turn to the Fed for help due to the strict constraints
placed on liquidity provision to non-bank and foreign
financial institutions by US lawmakers.
While the outcome of such a crash is by no means
a certainty, governments and financial institutions
around the world will have to exercise restraint and
pursue more prudent policies than currently is the
case to avoid a crash longer and more difficult than
the one experienced in 2008. Investors are currently
facing serious challenges and the obvious risk is that
the situation could get significantly worse over the
coming months.
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Supporting careers
in aircraft leasing
With applicant numbers up 70% this year,
we want to thank everyone who applied
to our 2019 graduate programme.
A leading global aircraft leasing company

www.smbc.aero
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Get
Your Career
off the Ground
in Ireland’s Growing
Aviation Finance Industry

Orlagh Hynes, David Swan & Marie - Louise O’Callaghan

Fiona Stinson interviews David Swan, COO of SMBC Aviation Capital, one of the largest aircraft leasing companies in the
world. He is also Chair of Aircraft Leasing Ireland, a new body established to deliver a coordinated voice for the industry.
aircraft leasing is an extremely successful
While
industry in Ireland, it’s perhaps less well

known among students than the traditional financial
services sectors. Can you provide a bit of background
on the industry and how Ireland came to be the global
for aircraft leasing?
Global air travel is steadily increasing at about 5%
annually and there are two options for airlines
looking to expand their fleet of aircraft: either they
can borrow money to buy aircraft directly from
Boeing or Airbus or they can lease from a company
like ours. Aircraft leasing has been growing since the
1980s and now almost half of all commercial aircraft
are leased rather than owned. Of those, the majority
are managed from Ireland. To give you a sense of the
scale, $130bn worth of aircraft are produced every
year, so it’s a huge global financial business and
Ireland is the world leader.
The reason for Ireland’s success dates back to the
1970s when GPA, the first aircraft leasing company,
was set up in Shannon by Tony Ryan (who went on to
establish Ryanair). Many of the people behind today’s
highly successful Irish-based leasing companies
learned their trade with GPA and Ireland now has
an exceptional depth of knowledge, experience
and professional skill base in the sector. A hugely
successful ecosystem has built up to support the
industry in law firms like McCann FitzGerald and A&L
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Goodbody, accountancy firms like KPMG and PwC
and aircraft maintenance firms that you see around
Dublin Airport. The industry now supports thousands
of jobs, directly and indirectly, many of which are
high value jobs

What attracted you to aircraft leasing?
I hadn’t really heard of aircraft leasing when I was in
college and fell into it by accident. I went to Trinity “BESS” was then called “ESS” so you can imagine that
was a long time ago. When I graduated, I started off
working in what is now KBC Bank and I was assigned
to the aerospace finance department. We were
primarily dealing with lending to airlines to buy
aircraft and I loved the challenge from the get-go.
It seemed a lot more exciting than my friends who
were working in regular banks or in accountancy.
I was keen to work overseas and moving to work
in Hong Kong aged 26 was one of the best things I
ever did. We really encourage our graduates to work
abroad for a while in one of our other offices; it’s a
great career move because it really broadens your
perspective. I moved home for a promotion five years
later, but in 2002 I was asked to move to a new aircraft
leasing company, SMBC Aviation Capital and I have
been here ever since. The business has been growing
steadily since then, so it has been a very exciting and
interesting journey.

																								
What do you enjoy most about your job?
Initially I loved doing deals - winning deals all over
the world gives you an adrenaline rush. Now, as
COO, a lot of my job revolves around working with
people, both internally and externally. My job
involves finding the right team, developing them
and making sure that the company is heading in the
right direction. Because this is a high growth sector
and we have been making good profits, the industry
is getting increasingly competitive so having a good
track record, good relationships and the best people
from diverse backgrounds is very important. In this
industry, you aren’t pigeon-holed into one specific
area. We have lots of teams, so you can be involved
in different areas like financial analysis, strategy,
negotiating leases and aircraft sales or raising money
in the bond markets. Most importantly you can be
the deal-doer and the decision maker.

You touched on the importance of diversity among
your employees, what do you look for in candidates
when recruiting?
We try not to have a pre-defined, ideal candidate,
because we want a diverse team across the board
whether that is in gender, nationality or attitude;
so we don’t require applicants to have studied a
particular course in college. We are looking for smart
people with a good personality, a can-do attitude
and an open mind. We like to see applicants showing
a hunger for the job and a drive to succeed. Energy,
enthusiasm and ambition - you don’t necessarily
learn those things in college. In an interview, make
sure you can tell stories about yourself that display
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how you show these characteristics. We want breadth
of ability, individuals who have a spark, bring new
ideas to the table and use their initiative. We’re a
growing company in a dynamic sector, so it is a great
environment in which to develop and succeed.

You recently helped to establish Aircraft Leasing
Ireland (ALI), a representative body to help Ireland
retain its number one position in the aircraft leasing
industry. What do you think Ireland needs to do to
maintain its leadership status?
It’s great that Ireland is the global leader in this sector,
but we can’t be complacent. There are a couple of
reasons why Ireland is number one; we have the
best treaty network around the world, we have a
great support infrastructure of well-educated people
and we have a great partnership with Government.
These things need to be maximised because of
competition from other hubs in Asia, like Singapore
and Hong Kong. We are working with Government to
keep expanding treaties to maintain our competitive
dynamics. We are also working to expand the number
of specific aircraft leasing education programmes
to keep Ireland the best place in the world to base
yourself if you are a global leasing company. Very few
global businesses have their HQ in Ireland; the big
decisions are often made in London, New York or Palo
Alto. In this business, however, the big decisions are
made in Ireland because the senior management are
based here. You don’t have to go to London or New
York to advance your career. You can have a highly
sought after job, making multi-billion dollar decisions
on your doorstep.
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Experience something
refreshingly different
Start your career with Elkstone – Ireland’s Leading Multi-Family Office

Current opportunities:
Summer 2019 internship – open to students and graduates
Graduate programme commencing September 2019
Visit our group website elkstonepartners.com for further information.
Applications by 5pm, Friday, 30 November 2018 to graduates@elkstonepartners.com
Elkstone is proud to sponsor Trinity SMF
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How can Family Offices Continue
to Distinguish Themselves in a
Dynamic Industry?
Paul Gorman
Paul Gorman is Chief Investment Officer with Elkstone, a multi-family office based in Dublin. www.elkstonepartners.com

W

ealth management is not immune from dynamic changes impacting other global industries today. In recent
years, there has variously been increased focus on multi-generational wealth transfers, Environmental Social
and Governance (ESG) considerations, active versus passive investing, as well as Robo-advice.

The Growth of Robo-advisors

Robo-advisors, in particular, have received much attention as they enable customers to have direct access to their
investment portfolios, without the need for a human financial provider. According to S&P Global Market Intelligence
dataset (November 2017), the top four US Robo-advisors managed $128 billion in assets as of November 2017, an
increase of $88 billion from 2015. TD Ameritrade Holding Corp. launched its Robo-advisor solution in 2016 and has
amassed $19 billion in assets in one year.
Despite Robo-advisors appearing to be strong in the areas that lend themselves to automation such as account
opening and portfolio monitoring, they seem to lag behind in areas such as customer relationship management,
wealth planning and client servicing. Through their various life stages, each client has differing financial goals
which can be better understood through conversations with their financial advisors.
We believe that certain deep-rooted core values will remain dominant in maintaining client trust and setting the
direction for shared success:
•
•
•
•

Integrity: Always act in the client’s best interest
Rigour: Demonstrate a consistent process to generate successful investment outcomes
Discretion: Independent and confidential partner
Alignment: Co-investment in investment opportunities and shared performance economics

In common with other successful enterprises, at Elkstone, clients are at the core of everything we do. No two
clients are the same and we must endeavour to fully understand their individual circumstances and expectations
to seek to build customised investment portfolios. Despite the obvious flexibility provided by increased digital
interactions many clients still require a more personalised service with a single point of contact involving open and
regular two-way communication.

Future Considerations for Industry Players

Investment managers must be able to leverage off broad expertise across global asset classes to evaluate multiple
opportunities and provide appropriate investment solutions. The outsourcing of investment activity to third
parties can lead to a lack of control and reduced responsibility for investment performance.
Client alignment concerns can also arise from a potential conflict between asset gathering activity and customised
client service. Likewise, the inexorable penetration of lower cost options has widened the investment opportunity
set for all but has also raised a greater awareness of manager propositions that prosper regardless of end-investor
returns. Our aim should always be to build a long-term collaborative wealth partnership with our clients.
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Interview: James Rickards
Ronan Smith interviews James Rickards, an American lawyer, media commentator, author
and precious metals expert. He is the bestselling author of “Currency Wars” and his new
book, “Aftermath” will be launched in March.

A

re you surprised about how long the expansion
has lasted and has it changed your thesis or
outlook on where the economy is heading?
The current U.S. economic expansion is the second
longest in U.S. history and may soon be the longest.
So, the length of this expansion must be said to be
surprising to almost every analyst, myself included.
Yet, there are several facets of this expansion that
are even more surprising than its length. First is the
weakness of the expansion. Annual growth since
2009 has averaged about 2.2%, which is significantly
weaker than the long-term trend in U.S. growth of
3.2%. The difference between actual growth and
trend growth can properly be called a depression in
the sense of depressed growth relative to trend. The
lost wealth as a result of weak growth versus trend
growth (the "output gap") is now about $4 trillion.
Second is that fact that the Federal Reserve balance
sheet is still bloated at $4 trillion and interest rates at
2.0% are still well below what one would expect at this
stage of an expansion. These conditions were surely
unexpected by the Fed when they set about their
science experiments of zero rates and quantitative
easing in 2008. The Fed therefore has insufficient
capacity to deal with a new recession or financial
panic. If ease is required, the Fed will have to resort
to a cheaper dollar and QE4, which could cause a loss
of confidence in the dollar itself. The third surprise
is that the U.S. debt-to-equity ratio is now at 105%,
the highest since the end of the Second World War.
Normally a long-term expansion would have given
the U.S. a chance to mitigate its debt and lower the
ratio, but the opposite has happened. The situation
will get worse with Trump's tax cuts and increased
spending. The sky-high debt-to-GDP ratio is another
potential source of lost confidence in the dollar.
This expansion has been long but not fruitful. Fiscal
policy and monetary policy are highly constrained
and everyday Americans still do not have trust in
markets despite a long stock market rally. This leaves
a very weak foundation from which to combat future
difficulties.

Why did Gold react negatively immediately after the
2008 shock? And what does this say about its 'flight to
safety' characteristic?
From November 1, 2008 to September 1, 2011, gold
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rose 64% from $723 per ounce to $1,183 per ounce.
This was a classic illustration of gold's flight to safety
characteristic. Over a much shorter time period,
October 1, 2008 to November 1, 2008, gold fell
slightly. This is also typical. What happens in a panic
is that hedge funds, institutions and others desperate
for cash to cover losses or meet margin calls sell gold
to raise cash because of gold's superior liquidity.
This causes a temporary dip in gold prices. However,
strong hands them emerge to purchase "cheap gold"
as a safe haven and longer-term play. The phenomena
of a temporary dip and a longer-term rally is typical.
What matters for investors are the long-term gains.

How do you see the US/China Tariff War playing out?
The U.S. - China trade war has far to run. It is not limited
to tariffs but will include asymmetric responses such
as currency wars in the form of a cheaper yuan and
non-tariff penalties including prohibitions on Chinese
acquisitions in the U.S. and limitations on U.S. business
expansion in China. Trump is adamant that he will not
back away from tariffs and penalties until the Chinese
trade surplus with the U.S. is reduced from about $400
billion to $200 billion or less. At the same time, China
will not back down because that would be a loss of
face for Xi Jinping at a time when his dictatorship is
tenuous and he is trying to consolidate power. In the
long run, the U.S. will win and China will lose the trade
war. But enormous damage will be done to the global
economy in general and the Chinese economy in
particular in the process. The U.S. is far less dependent
on foreign trade that most other countries so the
damage to the U.S. will be limited, but not negligible.
This trade war and collateral currency war could easily
run through 2020 or beyond.

Do you think the political class in Europe will actually
execute Bail-ins when it comes to systemic important
institutions? And do bail-ins or bail-outs pose more of
a threat to confidence in the monetary system?
The political class will not execute bail-ins on
systemically important institutions despite their
agreement to do so at the 2014 G20 Leaders' Summit
in Brisbane. The reason for this has to do with
domestic political pressure and cronyism among
the elites. The handling of bank crises in Italy in
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Families that remain intact and avoid divorce, drug
addiction and other dysfunctions consistently show
higher earnings and savings than those who succumb
to these destructive behaviors.
The second step is to obtain as much education
as possible. This effort involves enrollment in the
best school districts available including private
schools accessed with vouchers or scholarships, and
extending a technical education as far as possible
including graduate degrees and professional
programs in law, finance, medicine and engineering.
Return on investment for education is higher than
any investment program or asset allocation method
yet invented.
The third step is savings. Whether you make a lot of
money or relatively little, always save something. The
amounts may be small at first. But, after a while the
power of compounding takes over and the "money
on money" starts to pile up. Even a modest savings
program can be amplified with employer matching
and tax-deferred platforms. Warren Buffett is reputed
to be the greatest stock picker in history. In fact, his
real genius was his realization at a young age of the
impact of tax-deferred compounding. It's really just
fifth-grade math and it's never too late for a saverinvestor to join the party.
James Rickards’ new book “Aftermath - Seven Secrets of Wealth Preservation
in the Coming Chaos” will be publication on March 12th 2019 and is currently
available for pre-order on Amazon.

2016-2017 especially the bail-out of Banca Monte
Dei Paschi is a perfect example. Angela Merkel also
implicitly bailed-out Deutsche Bank in 2017. Bail-outs
and bail-ins both post threats to the confidence in
the monetary system, but the threats are different.
Bail-outs will be interpreted as more cronyism and
will discourage investor trust in political and financial
elites. Bail-ins will cause huge investor losses, which
can incite financial panic similar to what happened
in 2008. The only acceptable solution is to nationalize
bad banks, fire and prosecute management, strip
out bad assets to be put in trust for citizens who will
benefit from future sales, wipe out equity, haircut
bonds, recapitalize the institution and then conduct
an IPO of the clean bank. The temporary investor
losses will be offset by the fact that stakeholders
and management were being held accountable. The
clean bank IPO will give a lift to capital markets that
will offset the initial drawdown.

What advice could you give to students who are
starting out on their own careers in finance?

The fourth step is diversification in your investments.
This may sound obvious, but most investors don't
understand true diversification. Investors believe
that if they own fifty stocks in ten sectors they're
"diversified." They don't realize that all stocks in
all sectors are a single asset class and occasionally
show behavior that is highly correlated, which is the
exact wopposite of what diversification seeks. True
diversification would involve modest allocations to
stocks, bonds, cash, gold, land, fine art, and alternative
investments in private equity, venture capital,
natural resources and technology. That portfolio
may underperform in the short-run but will almost
certainly outperform in the long-run. Warren Buffett
said that they key to making money is not losing any.
Diversification will help to achieve that goal.
The final step is patience. None of the ideas sketched
above are quick fixes. They all play out over decades.
Yet, if you're in your 20s, 30s or 40s you have decades
ahead. Even if you're in your 50s or 60s you still have
time to reap the benefits of saving, diversification and
compounding. With enough time and patience, you
can end up as one of the elites yourself.

Here's my five step advice to young investors and
finance professionals:
The first step is to maintain strong family unity.
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Bulls, Bullets & Bibles
The Rise of Jair Bolsonaro
Daniel Ferreira

T

here is a common saying among Brazilians –
‘Brazil is the country of the future, and always will
be.’ Its abundance of natural resources, geographical
advantages, and its vibrant culture should provide
the ingredients for a thriving economy – instead,
this promise of prosperity looks increasingly distant
after the 2018 presidential election. The victor is
Jair Bolsonaro, an extreme right-wing figure who
amassed 55% of the vote in the second round runoff. Mr. Bolsonaro appeals to key demographics,
like supporters of free market policies, advocates of
militant public security measures, and evangelical
admirers of his “pro-family” rhetoric - the aptly
nicknamed “bull, bullet and bible” belt. Above all,
he promises drastic change to a political system
characterised by corruption scandals and inefficient
bureaucracy, reminiscent of campaigns won by
Messrs Trump and Duterte further afield. Here, I offer
my own perspective on his rise, and speculate on the
economic impact of his victory.
It is somewhat ironic that this anti-establishment
rhetoric stems from a congressman of almost 30 years’
experience. A former military captain and long-time
fringe figure in Brazilian politics, Mr. Bolsonaro is (in)
famous for his views on women, Afro-descendants,
and homosexuals, and his support for the military
dictatorship that ruled Brazil from 1964 to 1985,
where thousands were tortured or killed for opposing
the regime. Additionally, his slogan - “a good criminal
is a dead criminal” - embodies his attitude towards
the underprivileged communities across Brazil.
His success is partially reactionary – the inevitable
backlash of a corruption-fuelled recession that drove
up crime, public debts and political mistrust, to which
Mr. Bolsonaro positions himself as the cure. For many
voters however, Mr. Bolsonaro was not a desirable
option, but a preferable one. His opponent, Fernando
Haddad, a former mayor of São Paulo, represents
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the leftist Worker’s Party (PT), a hugely controversial
party in recent history. The ruling party for much
of the 21st century, they presided over both the
recession and the notorious “Operation Car Wash”, the
world’s largest ever corruption scandal with over €4
billion in government bribes, that culminated in the
impeachment of former President Dilma Rousseff. As
a result, much of Bolsonaro’s support is for anti-PT
motives - many feel that their choice was between
corruption and dictatorship, and after recent events,
they prefer the latter. This sentiment was compounded
by a wave of misinformation from both Mr.
Bolsonaro’s campaign and social media. Among other
things, the propaganda claimed a PT government
planned on distributing “gay kits” to primary school
students, and that another leftist regime would result
in Brazil turning into socialist Venezuela (despite
no nationalisation of private companies over PT’s
12-year mandate). They conveniently omit Mr.
Bolsonaro’s praise of former dictator Hugo Chávez as
an “inspiration to Latin America”.
The social and moral repercussions of a Bolsonaro
presidency could be dire. However, the markets
seem to welcome his promise of economic liberalism
- a myopic and misguided evaluation of the likely
impact. Mr. Bolsonaro admits he has little economic
knowledge, deferring such matters to his economic
advisor, Paulo Guedes, an alum of the free market
Chicago school of thought. Economic reform is
certainly needed to rehaul a bloated pension system
and reduce government bureaucracy, both of which
are on Dr Guedes’ agenda. Some proposals, like
slashing taxes on the wealthy and privatising all
state companies, are more controversial – others
are simply dangerous. Economic growth will justify
the exploitation of the Amazon for the agricultural
industry, withdrawal from the Paris agreement, and
the merging of the Ministry for Agriculture with the
Ministry for Environment – in a Brazilian context,
that’s like making the EPA a subsidiary of the coal
miners union. Dr Guedes’ plan is eerily reminiscent
of a neoliberal Chile in 1973, where military dictator
Pinochet brought in the “Chicago Boys” to fix the
economy, resulting in Chile’s worst recession by 1982.
Even the most fervent advocates of free-market
thinking must recognise Mr. Bolsonaro’s conversion is
a recent phenomenon and contradicts his Congress
voting record. He is a military corporatist, who views
a strong authoritarian state as the solution to Brazil’s
problems and he is joined by similar-minded generals
in his cabinet. Markets should be aware that under
his command, Brazil’s commitment to economic
liberalism is as fragile as its democratic future.
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Two weeks ago, at the Brazilian embassy on Harcourt
Street, I joined the few thousand eligible voters in
Ireland who rejected Bolsonaro by a narrow margin.
Shortly after, my phone was flooded with videos
of my hometown, where tanks took to the streets
in victory. The soldiers were met with a cacophony
of celebration and resignation. It’s surreal to see a
country regress 50 years in one night. I hope I am
wrong about this presidency. I hope democratic
values prevail, and Brazil becomes less divided. I hope
the next four years are a step towards that promised
future. Unfortunately, for that to happen, it seems Mr.
Bolsonaro’s actions must contradict his beliefs.

The Green Rush
Harry Johnson
Chart indicating total economic impact of cannabis industry on U.S.

T

he legal cannabis industry is undoubtedly
booming, with Michigan being the tenth state
in the U.S. to legalise marijuana for recreational use
and two other states legalising use of the plant for
medicinal purposes this week. Canada became the
second country to legalise cannabis (after Uruguay)
for recreational use this October. Australia, France, UK,
Spain and Italy are set to follow. With the legalisation
of cannabis on the rise, we are witnessing the birth of
a whole new industry. In many cases, the initial public
offerings (IPOs hereafter) of companies in the legal
marijuana sector have led to significant financial gain
for early investors.
Tilray, the first marijuana company to go public on
the Nasdaq in July of this year, skyrocketed from its
initial share price of $17 to $214 in just two months.
Tilray is now worth more than $20 billion, that is more
than American Airlines and CBS. Understandably, the
1159% increase of the Canadian company’s share
price turned a lot of heads. Since Tilray, countless
other marijuana companies have issued their IPOs.
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Similarly, they too have exploded almost instantly.
MYM Nutraceuticals, Aphria Inc. and Marimed Inc. are
good examples of this whose share prices peaked at
1690%, 2627% and 4640% of their initial share prices
respectively since going public.
Arguably the most attractive aspect of purchasing
stocks in the cannabis industry is the fact that Wall
Street can’t touch them. Individual and small time
investors often associate niche IPO purchases as
being limited to large corporations, and normally
they would be correct. However, when these penny
stocks issue their IPOs, they are worth at most $250
million, making them too small for large investment
banks and corporations to get involved. Consider a $1
billion investment fund divided into 10 equal parts of
$100 million; if the fund manager decided to invest
one of these portions of the fund into a company
worth just $250 million or less, they would be in
possession of nearly half the shares, skyrocketing the
price and making it impossible for the fund manager
to get a good deal. Government regulations prohibit
giant mutual funds and other big banking firms from
buying large percentages of a single company.
Research from the prestigious financial and economic
journals confirm that IPOs are a good time to buy
shares of new companies. Matthew McCall, founder
of Penn Financial Group, has been researching and
analysing in the IPO markets for nearly two decades
and has been hugely successful in predicting a
plethora of stocks that went through the roof shortly
after going public. McCall claims that there are five
critical factors to consider before any IPO launch:
1. Surging Sales Velocity: Sales need to be growing
by at least 27% per year.
2. “Hidden Profits” Indicator: It is okay for
companies not to yield profits in their early years.
Companies such as Netflix and Amazon chose to
reinvest their profits and so the reported profits
were greater than reported.
3. The “Expert” Secret: A company requires
expertise within the management and board
members, those running the company must have
been involved with successful ventures in the
past, and crucially, made investors rich.
4. Cash Kings: The company must have enough
cash to fuel its growth.
5. Perfect Timing: A stock’s lowest price is normally
at its IPO, but not always. McCall famously
recommended to wait a few months before
investing in Facebook after it went public. Its
initial share price was $38.23 and less than three
months later had dropped to $18.06.

																								
While the roaring successes of multitudinous
marijuana companies have been widely publicised,
one rarely hears of the industry’s shortcomings. Very
often after stocks peak, and this is indeed the case
for the three stocks whose peak share price I listed
previously, the share price will drop significantly as
the bull market comes to a close and a bear market
ensues. Since their peak prices, MYM Nutraceuticals,
Aphria Inc. and Marimed Inc. have all significantly
decreased in value. Benjamin Graham, regarded as the
father of value investing and author of the bestselling
book, “The Intelligent Investor”, says to beware of a
bull market and this is a classic example.
To conclude, it would be foolish to deny that the legal
cannabis industry has great potential. As we have seen
with cryptocurrencies, this industry demonstrates
a high level of volatility, which is not normally
something that is associated with a safe investment.
However, if McCall’s five critical factors are considered
and the stock is bought the day of its IPO, there is an
extremely high chance that the investment will lead
to significant profits. The advice that I will echo from
countless investors in this industry is that when the
stock of your chosen marijuana industry has inflated
to a large extent, sell it, before it pops. These profits
can be put towards the IPO of another company in the
industry, thus maximising profit and minimising risk.
Emotion must be removed from the equation entirely
as this Warren Buffett quote shows quite nicely: “only
when you combine sound intellect with emotional
discipline do you get rational behaviour”.

Seeking Return in a
Changing Tech Sector
Toby McCoy

T

he technology sector, in its rapid ascent over
the past two decades, has been spearheaded
by the change coming from within the companies
that make it up. However, more recently it has been
the changes happening around the sector that have
attracted the attention of many investors. A reshuffle
in the S&P 500 in September saw Facebook, Netflix
and Google’s parent company, Alphabet, join the
newly formed Communications sector, in a bid to
reduce the impact of the Technology sector on the
market as a whole. Alongside Apple, these companies
makeup the so called ‘FANG’ group which have greatly
influenced market performance over the last number
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of years. This leaves the iPhone maker as the sole
tech constituent with a 20% sector weighting, having
broken a $1tn market capitalisation this year already.
Strong performance and sentiment surrounding this
group have made them the golden boys for both
passive and active managers portfolios for some
time now. Even stumbling blocks to Facebook’s
image through headlining controversies, such as the
Cambridge Analytica scandal, have done little to slow
its share price growth.
The question is if these valuations are topped out, and
if so, where is the right place to invest? If we take that
valuations are high in the sector following (up until
recently) a tremendously long bull run, then we must
look elsewhere for potential upside.
The primary alternative to value seeking is growth
and the Technology sector is perhaps the best known
for its high potential start-up environment. Smaller
companies offer investors the opportunity to identify
realisable growth. This can be highlighted through
analysing trends within the market and understanding
the desires of consumers. Such smaller companies
invariably also have higher risk attached than their
blue-chip counterparts and this must be taken into
consideration. As the Trinity SMF exclusively deals
with companies that are large enough to have been
floated on a stock exchange, we don’t have exposure
to the paradigmatic rise of small start-ups that spring
to mind when discussing tech companies. This
by no means eliminates the possibility for finding
unrecognised potential.
Another approach is to take a fresh outlook on some
of the sector’s veterans such as IBM and Microsoft.
Not having enjoyed the same recent prominence
as the ‘FANG’ group, these companies are eager to
re-establish themselves with new technologies and
strategies. IBM for example have largely abandoned
the hardware market they originally made their
name in, favouring cloud computing and artificial
intelligence. Questions still remain whether these
new technologies will be viable and if they will be
strong enough to carry such a large organisation.
Furthermore there is the concern that talk of
regeneration has been overhyped and already worked
into the respective share prices.
The breaking up of the ‘FANG’ group and the high
prices of many of the sectors household names have
forced investors to look elsewhere for upside. High
growth companies and reemergent giants represent
two key areas to find such value in an expensive
environment.
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Blockchain is Picking
Up Speed
Hannah Lynch

T

his summer, I was fortunate to spend 12 weeks
working in the Deloitte EMEA Blockchain Lab
alongside a team of 17 developers and 8 business
consultants. The Irish Lab was Deloitte’s first Blockchain
Hub, set up in 2016 when they saw the opportunity
to provide their clients with expertise in identifying,
validating and understanding the true business
potential of implementing Blockchain solutions.
On my first day in the Blockchain Lab our COO,
Anthony Day, sat down with the four Blockchain
interns. He encouraged us to be curious, to seek
opportunities we wanted and to challenge ourselves.
This guidance shaped my actions over the course of
the summer and when it came to my week six review,
I knew I would be well received when I asked for the
opportunity to present on behalf of the lab.
‘Time is money’ is a phrase almost as depressing as it is
cliché, yet one which is oddly insightful when it comes
to mentorship. Investment of their time is the most
valuable thing professionals can offer their interns
and even an hour of a manager or director’s time is
a significant contribution to their interns’ growth
and development. I was lucky enough to experience
this investment from the entire team at Deloitte.
From day one, I attended important meetings, was
invited to give my opinion and assigned personal
responsibilities on projects.
Projects and proposals on the Blockchain team
originate from every area of the economy - Aviation,
Agriculture, Insurance, Financial Services, Gaming,
Tourism, Education, Construction and Legal, to name
but a few. This highlights not only the potential
trajectory for Blockchain technology but also the
very real industry interest which exists in Ireland and
EMEA. Initially, I would not have guessed that one
of Ireland’s most traditional sectors would be early
Blockchain adopters, yet it appears that there is a
significant appetite in the Irish Agricultural Industry
for the disruptive technology. Ireland is the 5th largest
exporter of beef in the world and the quality of our
produce is a subject of great national pride. With
significant challenges ahead for the industry such
as Brexit, stricter regulation and shifting customer
preferences, farmers and suppliers are slowly realising
that maintaining our reputation in the future will
hinge on being able to prove our product’s superiority
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over a competitor. Blockchain technology has the
potential to revolutionise this industry by connecting
all members of the supply chain and ensuring endto-end traceability of the product from farm-to-fork.
For the end consumer, this might mean the ability to
scan a QR code on their iPhone when buying a steak,
revealing detailed information about the product’s
journey to the shelf. True confidence in the origin of
our purchases would finally be in the hands of the
consumer, i.e. no more horse-meat!
Another use-case, even closer to home, is Blockchain
for education - the starting point of my personal
Blockchain journey with UniBlock, in last year’s TES
(Trinity Entrepreneurial Society) Dragons’ Den. Over
the summer I became well acquainted with Deloitte’s
product EduScrypt, a solution using Blockchain to
track, share and validate qualifications of new hires
and staff across an organisation. I like to think of it as a
fully verified LinkedIn profile. The EduScrypt solution
would mean no more chasing up of University
transcripts, professional qualification certificates
or previous employment records - these would all
be instantly verifiable on the platform. As students,
the time and cost of verifying these documents are
difficult to visualise. Yet, if, for example, we consider
the difficulty for Bank of Ireland to maintain an
educational compliance record for all 12,000 of their
employees at all times under Irish regulation, the scale
of managing this information becomes apparent.
It’s unusual but true that Ireland is considered among
the Blockchain hubs of the world. Without a doubt, we
are far behind pioneers such a Malta, Hong Kong and
Estonia, yet the Emerald Isle is home to a diverse and
bustling Blockchain eco-system. A location of choice
for significant Blockchain players such as Deloitte and
ConsenSys, Ireland is also home to a host of Blockchain
start-ups like AIDTech, Circle, Downstream, arc-net,
Piprate and Wachsman, to name but a few. Adding
further to Irelands strength is the numerous initiatives
established to encourage the growth of the sector.
BlockW, one of the former, hosts regular meetups
to educate and raise awareness around Blockchain
technology and the career opportunities in the space.
I came across Blockchain almost by accident when
I requested to be a ‘fly on the wall’ at Matheson’s
Blockchain Hackathon last November. The potential of
the technology impressed me and very quickly I knew
it was a career path I wanted to pursue. Although
I am a Law & Business student without a technical
background, my passion for the disruptive power of
blockchain coupled with a curiosity to learn more,
enabled me to enter the space. The tech sector is not
just for those with computer-science backgrounds
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and organisations looking to implement Blockchain
will need multi-disciplinary teams to bring their
projects to fruition. I would encourage all graduates
to recognise the key blockchain use-cases for their
chosen industry - Blockchain may not be in use there
yet, but it is certainly picking up speed.

Can Trump Restore
the US Trade Deficit?
Niamh Ferry

T

rump was elected on the back of his protectionist
policies and his commitment to restore the US
trade deficit. His election promises included tearing
up NAFTA, declaring a trade war on China and putting
‘America First’ in all foreign trade. He has followed
through on these campaign promises – but have they
worked? Is it possible for the Executive to reverse the
trade deficit and reassert US dominance over world
trade?
Trump is right to be concerned about the US trade
deficit – it’s the largest in the world. He has targeted
America’s principal trading partners, namely China,
Mexico and Canada, in a bid to follow through on his
campaign promises.
More than 65% of the US trade deficit in goods is with
China. Prior to his election to office, Trump denounced
China’s unfair trading practices and claimed that a
US-China trade war would be ‘easy’ to win and in
July 2018, he fired opening shots at Chinese exports.
A 25% tariff on wide variety of Chinese products,
including technology goods, plastics and nuclear
reactors, was introduced. China responded in kind
by hitting US agricultural and medical products. They
also targeted American car manufacturers exporting
to China. A series of tit-for-tat measured ensued: in
September 2018, the US announced a 10% tariff on
$200bn of Chinese exports. China declared retaliation
on $60bn worth of US goods, to become effective
simultaneously with the US duties. Trump has started
an economic cold war, and it is far from certain that
he will win.
One of Trump’s desired spoils of war is protection for
US intellectual property. However, multiple rounds
of negotiations with President Xi Jinping’s team have
yet to yield any progress on such key priorities. The
US have made concessions, placing the new tariffs on
hold, while negotiations continue. Meanwhile, China
made little commitment to address the ongoing issue
of IPR. It appears that China hold the upper hand, and
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a recent tweet by Trump indicates that he is ready
to come to the table. The US leader tweeted that
trade discussions are ‘moving along nicely’ ahead of
a planned face-to-face meeting with President Xi at
the upcoming G-20 summit in Argentina. However,
the Chinese President appears unwilling to concede
any ground, likening Trump’s “America First” policies
to the “law of the jungle”.
China is not the only country to face the wrath
of Trump’s protectionist policies. In 2017, Trump
threatened to pull out of the North American Free
Trade Agreement, hoping to cut imports from its other
two members, Canada and Mexico. This ultimatum
triggered a year of talks to renegotiate the agreement,
which covers more than $1tn in annual trade. The US
Chamber of Commerce recently announced a new
agreement, the USMCA, with Mexico and Canada,
which Trump described as a ‘really good deal’. The
repackaged deal can be considered a partial victory for
Trump, with protections for the blue-collar workers in
the auto-industry and increased access for American
farmers to Canadian dairy markets. However, the deal
is provisional, and must be approved by Congress.
Trump’s decision to close the door on seven
decades of trade liberalization has far reaching
implications. The ongoing trade dispute has potential
geopolitical consequences. Engaging in trade conflict
contravenes the World Trade Organization’s rules.
Not only does this upset the international order
and the respective domestic economies, but other
countries will experience collateral damage. USChina bilateral trade investment ties are integrated
with global supply chains. Therefore, their trade war
will necessarily cause worldwide collateral damage.
Such an open-ended trade war increases business
uncertainty, which affects worldwide investment.
This is particularly true in the world’s more open and
trade- dependent economies.
It seems that Trump is fighting a trade war on many
fronts, and in choosing to antagonise President Xi,
he may have bitten off more than he can chew. It is
unlikely that the American economy will benefit from
the ongoing conflict and resultant trade uncertainty.
Trump’s push to impose tariffs on imports is unlikely
to reduce the deficit because consumer demand
for these products is unlikely to wane. Companies
will either pay more for the imports or else buy the
products from different countries not subject to the
tariff. Meanwhile, retaliatory tariffs make US exports
less attractive for foreign buyers. Trump is unlikely to
achieve his goal of reducing the trade deficit in the
immediate future, and in the meantime, the US and
global economy will suffer for it.
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NIAMH PRENDERGAST
Associate Director, Private Clients

‘Do you know what your
retirement number is?’
Each one of my clients has a different idea of
what financial confidence in retirement is and
what the number is to get there. I can’t deliver
on this without a genuine understanding of
their lives. Real motivations are seldom written
down and are very rarely just financial. We don’t
do ‘one-size-fits-all’ pension plans because the
right number is personal to you and can’t be
taken off the shelf.

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

We believe it’s our personal approach that
delivers the best outcomes for our clients.
Let’s start the conversation today.
Call us on 01 614 8778 or visit davy.ie/pension
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Irish Life Investment Managers Internship
Mark Slattery

L

ast summer I had the opportunity to intern with
Irish Life Investment Managers (ILIM) for twelve
weeks. The internship was an amazing opportunity
and I can safely say I have never learned so much in
such a short period of time!
Irish Life are one of the biggest sponsors of the SMF
and their business is the biggest asset management
firm in Ireland. They manage just under €70 billion
in assets across indexed and quantitative equity
strategies, fixed income, property and other
alternative investments. I was inspired to apply to
the internship after attending the Irish Life EduClass
which was run by Anthony McGuinness (head of
the Quantitative Strategies teamin ILIM) and Shane
Murphy (portfolio manager in the Alternative
Strategies team) who also ended up being my boss for
the summer. The EduClass focused on how ILIM looks
at portfolio management and investment decisions
from a quantitative perspective and as a Maths and
Economics student, I found this fascinating. I decided
to apply for the internship following the EduClass
as I thought it would be a great way to further my
knowledge of investing and to learn more about the
asset management industry, while also getting the
opportunity to apply the things I have been learning
in university..
Following the submission of my CV and cover
letter and after completing some online tests, I
was invited to interview with two members of the
Alternative Strategies team. The interview went well
and I was lucky enough to be offered an internship
with the Alternative Strategies team that summer.
The Alternatives team manages numerous different
funds ranging from infrastructure funds to options
strategies to fund-of-hedge fund portfolios. I had
the opportunity to get fully involved with the hedge
fund investment process. This meant researching a
wide variety of hedge fund strategies, performing
quantitative analysis both on individual funds that
we were considering and on the portfolio of funds
as a whole and doing longer term projects on things
ranging from building a model to better attribute the
portfolio’s performance to writing a research paper
on different trend following investment funds and
how market conditions were impacting them. One of
the most interesting parts of the summer for me was
meeting hedge fund managers that we were thinking
about allocating money to and learning about their
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investment strategy. There were several times during
the summer where I found myself sitting across
the table from an exceptional investor from one of
the world’s leading hedge funds. It was a fantastic
opportunity to have such open access to some of the
brightest minds in the investment industry.
My work during the summer culminated in being
given responsibility for writing a report on a merger
arbitrage hedge fund that the team had decided they
wanted to invest in. I was responsible for researching
the fund’s strategy and analysing how beneficial
the fund would be as an addition to ILIM’s portfolio.
I also had the opportunity to lead a conference call
with the hedge fund’s two portfolio managers to
ask them more questions about the fund. I then
helped the team with presenting my findings to
ILIM’s Chief Investment Officer and the rest of the
Alternatives Investment Committee. It was great to
see the investment process through from the start,
where we met managers and researched a wide array
of strategies, right down to digging deep into one
particular fund, and one specific strategy, to gain a
real insight into it and to ultimately recommend it
as an investment. The fact that I was given genuine
responsibility for an important part of the investment
process was also a huge testament to how much the
Alternatives team took a real interest in my learning
and development.
Overall, my time with ILIM was an immensely positive
experience. The skills and experiences I gained during
the internship will undoubtedly stand by me as I
progress in my career.
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Themes in Asset
Management
Andrew Johnson

•

T

he asset management industry fared well
between the lows of 2009 and the peaks at the
start of 2018: share prices more than quadrupled.
However, 2018 has been a difficult year for the asset
management industry – every major independent
asset manager (except of T. Rowe Price) has suffered
a share price decline of 20% or more. Leading firms
like Jupiter, Schroders and Standard Life Aberdeen
have suffered more extreme drops. There have
been several culprits for the widespread pain of the
industry: chief among them passive investment price
competition, the ever-growing importance of scale
and disappointing AUM (Assets Under Management)
growth.
Passive investment encompasses strategies whereby
investors simply follow an index or basket of stocks,
unlike active investing where individual securities
are bought or sold in order to outperform the given
benchmark. Passive investment has become hugely
popular in recent years due to attractively low
costs and thus fees – averaging annual inflows of
16.5% over the past decade, versus 2% growth for
the mutual fund industry. Unfortunately for asset
managers, price competition in this growing segment
is fiercely competitive. While active managers can
differentiate themselves through their core strengths
– their people and strategies; passive products are
often more or less homogenous. As a result, most
of the time the differentiating factor to investors is
purely the cost of fees. The cheapest quartile of US
ETFs (Exchange Traded Funds) attracted more than
90% of ETF capital inflows in 2017. Fidelity’s launch
of zero-fee index mutual funds clearly illustrates the
relentless pressure the industry faces.
Several indicators, however, suggest passive
investment may be plateauing in the US market:
•

•
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Equities included in numerous indices trade
at a significant premium on book value in
comparison to other stocks, (after controlling for
size of market capitalisation). This may be a result
of passive distortions.
US equity returns have also been highly correlated
with membership in multiple indices over the
last 5 years. This too could be a consequence of
passive distortions. Notably, this relationship

•

reversed in 2017. Many believe this is a sign of
‘peak passive’ - investors finally being rewarded
for owning undervalued equities not included in
indices tracked by ETFs.
The S&P 500 excludes names without consistent
profitability, even with large market capitalisation
(e.g. Tesla). Historically large stocks excluded
from the S&P have underperformed the index
substantially. Similarly to above, these names
have started to outperform the index since 2016.
A slowdown or halt of passive investment
growth could ease earnings pressure for US Asset
Managers. Major firms in the passive segment
of the market, such as BlackRock and Vanguard,
may look elsewhere for further expansion of their
ETF platforms: Europe and Asia still have huge
potential for growth in passive products.

Consolidation by smaller players is no longer a
consideration, but a necessity. Many of the expenses
of asset management firms are fixed costs. Increased
scale allows firms to spread these fixed costs and
reduce fees. As explained above, low fees are
incredibly important to investors in passive products,
the sole consideration in many cases. Colossal firms
thus take the lion’s share of capital inflows, further
increasing their competitive advantage. In 2017, 81%
of US Mutual Fund and ETF inflows were to BlackRock
or Vanguard. A recent PwC report predicted that 20%
of the 400 largest asset managers in the world will
be acquired or merged by 2025. In the near future,
consolidation is likely to be particularly prominent in
Europe, as passive investment continues to grow in
popularity, compliance costs swell and the technology
arms race continues to heat up. Going forward, the AM
industry is likely to be largely composed of two types
of firms: huge players mopping up assets and smaller
funds specialising in niche or complex products or
strategies. Mid-size firms (those with $100-500Bn
in AUM), will continue to struggle differentiating
themselves.
The final major cause of falling share prices in the
industry is lacklustre AUM growth. Growth in assets
under management is largely a function of two
things: increasing asset prices and capital inflows
(net new money). Asset Managers benefit from the
‘rising tide’ of inflating asset prices, as has happened
in the post financial crisis world. On the flip side
however, they also experience pain when that same
tide goes back out. As of the time of writing, the S&P
500 is flat for the year and most international indices
are in negative territory. Asset classes more broadly
have also struggled for the most part. As market
returns flatten or even turn negative, AUM growth

																								
diminishes and consequently so does fee-derived
revenue growth in the asset management industry.
Largely for the same macroeconomic reasons, capital
inflows are disappointing investors. With an uncertain
geopolitical and economic outlook, investors are
wary of putting (even) more cash to work.
Currently, the asset management industry faces
several cyclical as well as systematic challenges. As
a result, market performance this year has broadly
ranged from poor to dismal. Investors should be
asking themselves one key question: Do the current
industry headwinds warrant such a severe selloff?

What’s the Gig Deal?
Gareth Foynes

I

t is impossible to ignore the exponential rise of the
gig economy which has become a hotly contested
topic in recent years. For those who have been living
under a rock, the gig economy is characterised
by organisations contracting with independent
workers on a short-term basis via online platforms.
These platforms reconcile supply and demand of
labour and payment is made on a task-by-task basis.
Quintessential employers include Uber and Deliveroo,
but Irish start-ups, such as Buymie and Fleet, have
also been taking advantage of this transition in the
global economy.
No one can deny that the gig economy is a big deal.
Gig workers can tailor their work to their own lives.
They can choose when they work, how long they work
for, where they want to work and even how much
they want to make. Simultaneously, it has become
extremely beneficial for employers in a myriad of
ways. They can outsource in-house work to specialists
which can increase creativity and efficiency. Moreover,
employers can relieve themselves from the burden of
paying workers fixed compensation. The gig economy
has been the poster boy for the fundamental shift in
how employers view labour. Former US Secretary of
Labour, Robert Reich, has referred to the gig economy
as ‘the biggest change in the American workforce in
over a century’ and it’s no wonder.
There are two key driving factors to the rise the of
the gig economy. Firstly, there is a desire among
employers to reduce transaction costs via reduction
in the use of intermediaries between producers
and consumers via the technological platforms.
Technology has replaced the institutions or ongoing
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arrangements that were once required to carry out
these transactions and it makes it easier to do this
on a spot market basis. Secondly, the desire among
employers to turn employees from a fixed into a
variable cost has also played a part. If they choose
to engage in the gig economy, employers are only
required to pay workers when they need them.
This is particularly attractive to employers who
have seasonal highs and lows. But there is another
overlooked reason why the gig economy has gained
popularity; employers are keen to separate essential
workers from peripheral workers. Employers are
taking certain services that were produced in-house
and turning them into contract work by a third-party
organisation. When people in the workforce work
together, social norms lead to them all getting payed
somewhat the same. But when peripheral workers are
not a part of the organisation, these social norms do
not apply.
Opinions on the gig economy are varied. Some
criticise the poor working conditions that workers
face while others praise the flexibility it provides for
workers and the plethora of benefits that employers
can derive from it. At face value, job flexibility and
the opportunity to earn whatever one wants appears
attractive. As payment is on a task-by-task basis,
workers are left to face the repercussions as opposed
to employers, when demand is low for goods and
services. It may be that in reality, ‘flexibility’ is just a lack
of job security and the opportunity for gig workers to
‘earn whatever they want’ is just an unpredictable and
insecure payment plan.
Undoubtedly the biggest concern surrounding the
gig economy is the working conditions that workers
must endure in the gig role. The key question is
whether Uber and Deliveroo workers should be
entitled to employment status which would entitle
them to minimum wage entitlements along with
other benefits such as such as holiday pay, sick leave
and insurance. Uber and Deliveroo are currently
facing and have faced regular legal battles in which
gig workers seek said benefits. Decisions on this
issue have been wide ranging across regions and it
seems policy makers are on the verge of assessing the
validity of the ‘worker’ label. However, some would
argue that ‘employee’ status would allow gig workers
to have their cake and eat it too.
Given this, the future sustainability of the gig
economy for online platform companies must be
called into question. The likelihood that gig workers
will be classified as employees is becoming bigger
and bigger. This transition would create much higher
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up-front costs to companies as employees would have
to be managed as well as being granted the benefits
of employment status. This is wholly at odds with
the desires of the employers that are responsible for
creating the gig economy in the first place. Uber have
even stated that this casts doubt on whether they
will be capable of staying in business in the future.
Whether the gig economy will continue to expand
remains uncertain. Regardless, no one can deny that
the gig economy has been one of the biggest shifts in
the labour market in recent times.

Wealth Inequality,
the Impact of
Education &
Increasing Access
Robin Twist

A

rticles by the Guardian in November 2017
and by Project Censored in October 2018
have cast light on the growing inequality facing the
world. According to the annual Global Wealth Report
published by the Credit Suisse Research Institute, 1%
of the population now own more than 50% of the
world’s wealth. The report found that this represents
$140 trillion. The number of US dollar millionaires
globally has nearly tripled since 2000, now standing
at 36 million. This cohort contains 0.7% of the globe’s
adult population, who together now possess 46% of
total wealth. The Guardian notes that at the bottom
end of the scale, the 3.5 billion poorest adults each
have less than $10,000. They account for 70% of the
working age population yet hold just 2.7% of global
wealth. Wealth inequality by gender persists, with the
Global Wealth Report 2018 estimating that women
account for 40% of overall wealth, despite being
49.5% of the earth’s population, according to Index
Mundi.
One of the elements to consider in addressing this
situation is education. Workers who attain tertiary
education command a wage premium over those less
educated; they are also less likely to be unemployed.
These are among the findings of Education at a
Glance 2011, a publication of the OECD. They estimate
that a person with a tertiary education can expect
to earn on average 50% more than a person with
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an upper secondary or post-secondary non-tertiary
education. In 2009, across OECD countries, the
average unemployment rate of those with tertiarylevel education stood at 4.4%, while the average
unemployment rate of those with upper secondary
education was 6.8%.
The mission statement of the Trinity Student
Managed Fund clearly lays out that “the primary
goal of the Fund is to create an unparalleled and selfsustaining resource for the educational development
of Trinity undergraduates”. It provides an opportunity,
for those willing to stretch themselves beyond the
requirements of their programme of study, to develop
both personally and professionally in a variety of roles.
But, more importantly, the Fund has “an additional
mandate to invest in our wider community through
donating a proportion of profits to the Trinity Access
Programme”. Each year 10% of profits are donated to
the TAP, the remainder being reinvested with the aim
to grow the portfolio such that the 10% becomes a
meaningful sum.
The mission of the TAP is to widen access and
participation of under-represented groups in
third-level education. They work with community
groups in areas of concentrated socio-economic
disadvantage to increase progression rates. The
TAP Effect Generation Report, a study conducted
for TAP, has found that not only does TAP improve
tertiary educational attainment among those directly
assisted by the programme but it is also of benefit
to the immediate and extended families of these
students and graduates, potentially weakening the
cycle of disadvantage common across lower socioeconomic groups. It raises family members’ belief in
their academic potential as well as their aspirations
for formal education, with 76% of TAP students
feeling that the example they have set has raised
the educational aspirations of their family members.
Further, 75% of TAP undergraduates believe their
offspring will achieve a higher education. While only
7% of TAP undergraduates had a mother or female
guardian who had progressed to third level, 27% of
respondents stated that at least one of their female
siblings have progressed to third level.
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Citadel & Citadel Securities
Main Locations

DUBLIN | LONDON | CHICAGO | NEW YORK | HONG KONG

About Citadel & Citadel Securities

Citadel is a leading investor in the world’s financial markets. For over a quarter
of a century, we have sought to deliver industry-leading investment returns to
clients including corporate pensions, endowments, foundations, public
institutions, and sovereign wealth funds. Citadel Securities is an award-winning
global market maker that helps meet the liquidity needs of asset managers,
banks, broker-dealers, hedge funds, government agencies, and public pension
programs.

Dublin Datathon

Saturday, November 10th | UCD – Center for Science

Apply: https://www.citadel.com/careers/the-data-open/apply/?apply_to=dublin-datathon

Apply for our roles - Internship & Full-Time

Apply: https://www.citadel.com/careers/open-positions/positions-for-students/
https://www.citadelsecurities.com/careers/open-positions/

Connect with us on social media at on.citadel.com/officehours
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With special thanks
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Alumni Network
The Trinity SMF Alumni Network serves as a global network amongst current and former members of the Fund,
connecting Trinity SMF alumni across various cities and organisations. The Alumni Network has surpassed over
1,000 members and continues to grow each year. We arrange networking opportunities and events for our alumni
members in Dublin and London.
Alongside our annual Christmas and Summer events, we host regular informal alumni drinks in Dublin on the last
Friday of every second month (February, April, June, August, October), providing an opportunity to drop in after
work and catch up with old friends.
We love to hear from our alumni, so please feel free to reach out to us at alumni@trinitysmf.com.

What Our Alumni Say...
Ciarán Brennan
Associate Consultant at Bain & Company
Chief Executive Officer 2015/16
Mathematics graduate
“Trinity SMF was a defining aspect of my time in Trinity. I joined Trinity SMF as an analyst in my Senior
Freshman year and found it to be a phenomenal learning resource. With no prior experience in finance, the society
opened my eyes to the world of finance and to a wide array of career opportunities. Most importantly, fellow
members of Trinity SMF offered their time, knowledge and invaluable advice. The support and encouragement
of fellow members and senior mentors throughout application processes and interviews was instrumental to any
offers I received. This personal aspect of the society extends far beyond your time in college and continues to
have a positive influence in your life and career outside the walls of Trinity College. The friends and mentors you
find during your time in Trinity SMF will remain even after you have graduated. I would encourage you to actively
engage in all aspects of the SMF during your time in Trinity.”

Cliodhna O’Connell
Tax Consultant at PwC
Chief Operating Officer 2014/15
Law & Business graduate, MSc. Law & Finance (Oxon.)
“Trinity SMF provides an incredible educational platform for students from a diverse range of academic
fields on campus to regularly come together and explore the realm of long-term equity investing and portfolio
management. The opportunity to develop an understanding of how a real-life investment fund is structured and
operates, as well as the broad spectrum of finance and professional training which corporate sponsors provide
Trinity SMF members is unparalleled. The Fund regularly hosts Irish and global business leaders to consider topical
issues and provide insights into their own career paths. Whether you’ve just started first year or are towards the
end of your degree, Trinity SMF offers something for everyone and in many instances serves as a springboard
to unanticipated and exciting career opportunities. I would encourage you to immerse yourselves in the Fund’s
offerings during your time at Trinity and post-graduation through the Trinity SMF Alumni Network, which
coordinates frequent reunions and events in Dublin and London.”
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