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he coronavirus pandemic
caused some well docu-
mented and previously

unimaginable consequences to the
nation’s mental, physical and finan-
cial health.

Yet, while daily news headlines
often referenced those in financial
hardship during the outbreak, there
were many in society who were able
to improve their disposable wealth.

Figures released by YouGov at the
end of March 2021 revealed that
almost a third (32 per cent) of peo-
ple in the UK had actually man-
aged to grow their savings during
the pandemic.

However, the interest rates on sav-
ings accounts have remained low
and people are now exploring other
places to put their money, accord-
ing to Simon Crookall, a former
bond trader who founded retail site
InvestEngine in 2019.

“The surge in sign-ups to trad-
ing apps during the pandemic has
shown that people are prepared to
put their money in the stock mar-
ket even in a time of uncertainty,”
he says. “For those who don’t need
to keep this cash on hand, or plan to
spend it, investment could certainly
be worth considering.”

Given the low interest rate envi-
ronment and the volatility in stocks
throughout the crisis, investors
have been keen to explore opportu-
nities, according to experts at the
various retail brokerages.

“By causing significant fluctua-
tions on the stock market, COVID
has put investing on the pub-
lic agenda,” says Anna-Sophie
Hartvigsen, co-founder and partner
of Female Invest.

“As a result, people are joining
the stock market at unprecedented
rates, hoping to get in at the right
time. This can be seen as an expres-
sion of an increased risk appetite,
where investors are willing to gam-
ble for short-term gains.”

For many, the pandemic has rede-
fined how they think about invest-
ing. The significant stimulus meas-
ures from governments around the
world shaped the performance of
equity markets. It meant a whole
host of individual sectors and stocks
returned double-digit returns in a
matter of days, something investors
previously waited months, or even
years, to see before the pandemic.

“The rapid bounce back from
COVID lows inspired by significant
stimulus and support reinforced
the message that ‘bad news is often
good news’ for the markets and that

corrections or dips are to be bought,”
explains Charles White-Thomson,
chief executive at Saxo Markets.

Joshua Mahony, senior market
analyst at IG Markets, acknowl-
edges the opportunities market cor-
rections have afforded during the
pandemic, but explains that while
the initial March-April capitulation
in stocks and energy markets led
to some short-termist activity, the
trends since have been more drawn
out, allowing traders to hold on to
positions for longer.

“Global lockdowns provided the
basis for huge tech gains, which
have only recently started to lose
some momentum,” he says.
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“Nevertheless, each trader will
take their own approach and while
one will see a trend and want to ride
it for weeks at a time, another may
spot specific entry opportunities
that may last hours.”

For younger consumers, the frus-
trations of slow income growth cou-
pled with a long-term low interest
rate environment is likely to mean
a greater willingness to explore
what retail trading platforms have
to offer.

In addition, substantial inno-
vation in the retail trading mar-
ket over the past decade has made
it easier to trade through apps, to
use ewallet services and explore

STOCK MARKET VALUE HAS SOARED DESPITE THE PANDEMIC
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emerging asset classes such as
crypto currencies.

“A lack of access to pedigree pri-
vate investments has pushed young
investors into high-risk assets where
there's still upside growth poten-
tial,” says Josh Greenwald, chief risk
officer at Uphold.

IG’s Mahoney agrees, explaining
that the market “collapse” witnessed
during the pandemic brought in a
new crop of traders.

“Huge interest from younger trad-
ers seeking to take advantage of
rock-bottom prices also brings a dif-
ferent risk-profile and investing atti-
tude,” he says. “While the new gen-
eration of traders will often be more
open to risk, that approach can per-
haps shift as they move along their
journey and take a more strategic
approach to trading and investing.”

Some market observers at the
Financial Conduct Authority (FCA)
will indeed be hoping this is the
case. In March 2021, the regula-
tor issued a public notice warning
that young people were investing in
high-risk products that may not be
suitable for them.

“We want to make sure we
encourage the ability to save and
invest for lifetime events, particu-
larly for younger generations, but it
isimperative consumers do so with
savings and investment products
that have a suitable level of risk for
their needs,” says Sheldon Mills,
executive director of consumers
and competition at the FCA.

“Investors need to be mindful of
their overall risk appetite, diversi-
fying their investments and only
investing money they can afford to
lose in high-risk products.”

It is clear the shifting profile of
retail traders is of interest to the reg-
ulator, but their age profile isn’t the
only issue being monitored.

The recent spike in previously
out-of-favour stocks such as US
retailer GameStop and tech firm
BlackBerry led to the regulator
warning traders about the dan-
gers of high-risk trading based
on social media sentiment alone.
Despite this, the media attention
these events attracted fuelled
interest further. Since then a host
of companies have come forward to
warn their own customers of trad-
ing without sufficient information.

“This is a risky approach to invest-
ing,” says Crookall of InvestEngine.
“We’d urge people tempted by such
opportunities to consider their own
situation and build diversified, long-
term portfolios. Many people need
more guidance on risk, rather than
just diving headlong into what can
be very choppy waters.” @
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How technology is making

Commercial feature

trading accessible to all

Advances in technology mean retail traders now have more choice
to trade financial products, but the most successful platforms will
be those that put the protection of their customers first

ince the start of the coro-
navirus pandemic there has
been an unprecedented
boom in retail trading. What was once
a closed shop for anyone other than
professional traders is now accessible
toanyone with aninternet connection.

As lockdowns have left people with
extra cash in their pockets, some have
been turning to trading platforms to
try their luck in the financial markets.
The publicity around GameStop at the
start of the year has only increased
interest in retail trading, with many
newcomers seeking to move beyond
stocks and trade other products such
as contracts for difference (CFDs),
derivative contracts that allow people
to make short-term trades that hinge
on the performance of a wide range of
underlying assets.

“In general, whenever finance is in
the news and whenever markets are
volatile, there is always more interest
from new retail customers to trade,”
says David Zruia, chief executive of
trading platform Plus500, which spe-
cialises in CFDs. “"During the past year
we've seen record numbers of cus-
tomers trading everything which is
popular at the time. At the beginning
of the pandemic when the oil price
dropped we saw more trading volumes
on CFDs for oil and then later on we've

seen a shift towards other CFD instru-
ments, like shares.”

This explosion in retail trading has
been unleashed because of technol-
ogy. Retail customers can now simply
pick up their smartphones and make
trades in a matter of seconds. In 2020,
for example, Plusb00’s trading plat-
form saw its customer base increase
by 117 per cent to 434,000 active
users, with more than 74 per cent of
all customer trades taking place on
mobiles or tablets.

“Over the last few years, but espe-
cially over the last 12 months, we have
seen that trading has become more
accessible for retail customers,” says
Zruia. “We've seen this with a number
of US-based operators and Plus500
in Europe, which offer accessibility
from anywhere. And as the technol-
ogy improves, it not only becomes
even more accessible, it also becomes
faster and easier to trade, so we and
other technology-based  provid-
ers can offer a better product to the
potential audience.”

This backdrop has seen a rapid
growth in the variety of retail trading
platforms offering everything from
share dealing to futures trading. These
platforms often make it easier for retail
traders to open accounts, for instance
by allowing customers to place smaller

deposits. Some platforms, such as
Plus500, also enable traders to lev-
erage their positions to potentially
amplify returns, entailing higher risk,
while also offering negative balance
protection so customers can’t lose
more than their initial deposit.

“We have offered negative balance
protection since our inception in
2008, long before it became a regu-
latory requirement,” says Zruia. “Risk
management is very important to us;
we do everything we can to protect
and support our customers.”

For instance, as part of that risk
management process, Plusb00 didn’t
allow its customers to take out CFDs
on GameStop stock from June 2020,
which helped to protect them from
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We continue to enhance
and adopt new technologies
to improve our platform’s
usability for customers

the extreme moves in GameStop’s
share price in early-2021. In addition,
Plus500 has introduced a number of
educational tools on its platform to
help customers understand the risks
associated with trading.

For Zruia, advances in technology
will continue to democratise access to
financial trading by reducing the bar-
riers that have traditionally prevented
wider adoption, such as high trading
costs and fees.

“We continue to enhance and adopt
new technologies to improve our plat-
form’s usability for customers,” he says.
“All the main elements of the platform
were developed by us so we're not using
any third-party or licensed products,
which improves the stability of the plat-
form and reduces technical issues. It
also means we don’t have to pay fees to
third parties, so we can keep optimis-
ing the platform while at the same time
reducing costs for our customers.”

Innovation is not just about tech-
nology, but also bringing new trading
opportunities to customers. Plus500,
for example, was not only the first
among its competitors to offer a
native mobile app for CFD trading, it
was also the first to offer bitcoin CFDs,
says Zruia.

As the fallout around GameStop
highlighted, regulatory scrutiny on
retail trading platforms is only going
to increase. Zruia says this is why it
is doubly important to always treat
your customers fairly. Many of the
new regulations introduced in 2018 by
the European Securities and Markets
Authority on trading CFDs, such as
negative balance protection and limits
on the amount of leverage offered to
customers, had already been adopted
by the platform much earlier.

“The general purpose of regulation is
to protect customers as much as pos-
sible, so we're very supportive of this,”
says Zruia. “Providers that are fair
and honest with customers become
stronger and will continue to grow,
and those that don’t play by the rules

won’t last. Furthermore, this aligns
with our objective to build a strong
bond of trust with our customers.
We've managed to do this primarily
by delivering a consistent level of ser-
vice for our customers over the last
12 months. And we remain highly cog-
nisant of customer feedback to help
inform improvements in our product.”

Developing proprietary tech-
nology also means companies like
Plus500 are quickly able to ensure
their trading platforms are compli-
ant with new regulations.

“We welcome new legislation; it is
good for our customers and good for
our business. With any new legisla-
tion that is introduced, we are able to
amend our system accordingly,” says
Zruia. “This means we can adjust the
technology and make changes very
fast to adhere to the new regulations
with as little impact on the customer
as possible.”

With the boom in retail trading
showing no signs of slowing down,
Zruia is now eyeing other opportuni-
ties for Plusb00 beyond CFD trading.

“"We know that our customers who
trade CFDs with us trade other prod-
ucts on other platforms, so our plan is
to become a one-stop shop and offer
our customers a wider variety of prod-
ucts,” he says. "We're currently working
on developing a separate share dealing
platform, which is going to be intro-
duced very soon to the market across
Europe, as well as in the UK. Besides
this, we are looking at other trading and
financial products as we aim to deliver
on our vision of becoming a broader,
multi-asset fintech group.”

For more information please visit
www.plus500.com

Plus500
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Joining the
SPAC boom

The UK is considering reforming the rules
regarding blank-cheque companies, which
could entice fast-growth tech firms to list
in London. But there are risks for investors

Rich McEachran

hen online used car dealer
Cazoo, the fastest UK firm
to achieve unicorn status,

announced it would be going pub-
lic on the New York Stock Exchange
via a $7 billion merger with a spe-
cial purpose acquisition company
(SPAC), the news was considered a
blow to the City of London.

Cazoo isn’t the first UK company
to snub London in favour of New
York. Electric vehicle firm Arrival
announced it was going public via a
SPAC last year and made its Nasdaq
debut on March 25. Meanwhile,
diagnostic ~ test = manufacturer
LumiraDx is also set to float on the
Nasdaq in a $5 billion SPAC deal.

The acronym SPAC has become
synonymous with a frothy mar-
ket. Essentially, SPACs are a type
of investment vehicle, blank-
cheque companies that list on stock
exchanges and then hunt for pri-
vately owned businesses to take pub-
lic. For the targets being acquired, it
is an easier process than going down
the usual flotation route.

There were 248 SPAC IPOs in
America in 2020, raising a collective
$83.4 billion. So far in 2021, there
have already been 308 SPAC IPOs,
which have raised $99.9 billion.

Such is the froth surround-
ing SPACs, the US Securities and
Exchange Commission (SEC) is
exploring options to crack down
on the trend. Recent market jit-
ters have seen some of the shine
wear off and SPACs are no longer
delivering as high returns on deal
announcements as they were at the
start of the year.

In stark contrast, SPACs have yet to
take off in the UK. The main reason
for this is because of their structure.

“SPACs are structured differently in
the United States compared to the UK.
With New York-listed SPACs, inves-
tors can redeem their shares if they’re
unhappy with the target firm. That’s
currently not the case in London,
where trading gets suspended once

a merger is announced,” explains
Nasser Khodri, head of capital mar-
kets at FIS.

This investor lock-up means the
appeal of doing a SPAC deal in London
is not as attractive as it could be.

The majority of companies that
choose to go down the SPAC route
operate in industries where they
“need to move quickly to capitalise
on market opportunities”, accord-
ing to James Allum, vice presi-
dent and regional European head
at Payoneer. The global payments
provider is set to merge with a SPAC
listed on the Nasdaq, chaired by
banking entrepreneur Betsy Cohen,
in a $3.3 billion deal.

Allum explains that, unlike
the traditional flotation process,
which only allows a company to
share data on historical perfor-
mance, going public via a SPAC
enables the company to share
future revenue projections.

To this end, SPACs can offer inves-
tors “an opportunity to share in the
benefits of accelerated growth”, he
says. But if trading gets suspended
once a target has been announced,
then it can weaken interest in the
company being acquired as poten-
tial investors are temporarily pre-
vented from buying shares.

Despite concerns that the SPAC
market in America is showing the
hallmarks of a bubble, London
is actively looking at how it can
relax its rules regarding blank-
cheque companies. In March, Lord
Hill published a report on the cur-
rent rules, in which he described
the lock-in as “a key deterrent for
potential investors'.

According to the report, there is
“a real danger the perception that
the UK is not a viable location to
list a SPAC” could lead UK-based
fast-growing tech companies to
list on markets in the United States
and European Union.

Lord Hill urged the Financial
Conduct Authority (FCA) to conduct a

review into the rules to make listing in
London more appealing. A final deci-
sion on any rule change is likely to be
made towards the end of the year.

So what might any changes look
like? In layman’s terms, Khodri says
we could expect to see the FCA pro-
vide US-style protections, which
meansthoseinvestors unhappy with
atarget company can sell their posi-
tion upon a merger announcement.

“This is an improvement but,
at the same time, doesn’t protect

Cazoo isone of a
number of UK firms
that opted to go
public in New York
via a SPAC
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It’s unlikely that London can
catch up with Wall Street, but
there’s definitely a place for the
UK in the long-term development

of this market

retail investors from downside
risk,” he adds, referring to the drop
in a holding’s value that can hap-
pen between investing in a SPAC
pre-announcement and selling
post-announcement.

The risk associated with SPACs has
been prescient in recent months.
Likeso-called “meme” stocks —think
GameStop — US SPACs have become
popular with risk-hungry retail
investors hoping for high returns on
merger announcements. They may
often invest without doing their
due diligence and reading a SPAC’s
IPO prospectus available via the
SEC’s website.

Although investing in SPACs can
be risky, the benefits of relaxing
London’s rules could outweigh any
concerns. For one, it could help
attract tech unicorns that might
otherwise be lured elsewhere. It
could also attract more impressive
SPAC boards of directors and serial
SPAC sponsors who have experience
in the United States targeting big-
name companies.

RACONTEUR.NETM

Bruce Garrow, co-head of corpo-
rate broking at Investec, believes
the "recommendations will cer-
tainly encourage the right man-
agement teams with the right
credentials to think seriously
about London”.

Of course, experience and past
performance in doing SPAC deals
is no guarantee of future suc-
cess. And there will be critics
in the City who believe that any
rule shake-up would be bad
news and London shouldn’t be
jumping on the SPAC band-
wagon. However, Khodri at
FIS suggets that if the rule
changes go ahead, they’ll
help boost London’s post-
Brexit profile.

“It’sunlikely that London
can catch up with
Wall Street, but there’s
definitely a place for
the UK in the long-
term development
of this market,”
he concludes. ®

EUROPE LAGS BEHIND THE US FOR SPAC IPOS

Refinitiv 2021
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Activist Investors:

The GameStop
trading frenzy has
shown the impact
activist investors can
have but while some
believe this will
democratise finance,
others are warning
of the dangers

Marianne Curphey

here has been a surge
in day-trading frenzies,
fuelled by the actions of

so-called activist investors who use
social media platforms and online
forums to band together and bet
against companies and hedge funds.

GameStop became the focus of a
trading frenzy at the beginning of this
year, surging to a valuation of $34 bil-
lion after the co-ordinated actions of
amateur investors via online trading
discussion groups like r/wallstreet-
bets, found on Reddit. The collective
actions, plotted on online forums, can
drive up stocks that hedge funds have
bet against, aiming to punish the big
players in the stock market.

At the centre of this was
Robinhood, the trading app that
became the vehicle for amateur
investors to take on Wall Street and
teach hedge funds a lesson in the
GameStop debacle. However, when
Robinhood suspended trading on
GameStop, retail investors were
outraged, claiming the move had

protected the hedge funds and insti-
tutional investors.

While some herald activism as
democratising finance, others warn
that online threads are leading
young and inexperienced investors
to make wild and risky bets, and
put vast amounts of personal capi-
tal at risk.

anger or opp

While activist investing is nothing
new, the GameStop incident is very
different to normal behaviour. “This
is normally about buying shares in
underperforming companies and
then using shareholder influence to
effect change such as removing the
board or management, altering the
strategy or restructuring the business

ortunity?

GAMESTOP’S SHARE PRICE SURGE IN 2021
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to improve profitability and share-
holder returns,” says Jason Hollands,
managing director of Bestinvest, the
online investment service.

“This new phenomenon of pri-
vate shareholders piling into a stock
like GameStop is very different. The
objective is primarily to give a black
eye to other investors by mispricing
the shares. This upends the whole
purpose of investing, which should
be to allocate capital with compa-
nies that will make good use of it
and return profits.”

With people having more free time
to trade in stocks, alternatives forms
of entertainment closed and govern-
ment cash handouts widely availa-
ble, companies such as Robinhood
have seen a substantial increase in
users, says Maxim Manturov, head
of investment research at Freedom
Finance Europe.

In America, equities have always
been seen as the place to invest. Now,
people who are out of work are looking
for alternative ways to create cash.

“In the United States, people are
coming back to equity markets
to boost incomes that have been
reduced through the response to the
pandemic,” says Stuart Lane, chief
executive of Trade Nation.

capital-com

trade smart

MAJOR MARKETS AT YOUR FINGERTIPS.

71.2% of retail investor accounts lose money when trading spread bets and/or CFDs with this provider.
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“This is being encouraged by the
record highs being hit on the major
indices, plus fear of missing out.
Also, for many people, trading is an
expression of individualism and an
opportunity to take risks at a time
when many feel their freedoms are
being curtailed in other ways.”

Anna-Sophie Hartvigsen, founder
and partner of Female Invest, says
that while activist investors may
cause large fluctuations in indi-
vidual stocks, they are unlikely to
impact the overall market. The best
way to guard against single-stock
fluctuations is to diversify risk and
invest across different stocks and
asset classes.

“In many ways, the risk of activ-
ist investors is no different than any
other type of risk and therefore the
solution is the same,” she highlights.

The frenzy over app-trading risks
luring inexperienced investors into
overpriced and underachieving com-
panies, says Hollands. It gives the
impression that “playing the stock
market” is a get-rich-quick game built
onshort-term share price movements.

“Inreality, true investing is about
buying great companies for the
long term and not short-term spec-
ulating,” he says.

Regulation has not yet stepped in
because it will always lag behind
innovation, say Fiorenzo Manganiello
and Nessim-Sariel Gaon, co-founders
of the LIAN Group.

“Platforms like Reddit’s wall-
streetbets provided the possibility
of rapidly sharing material infor-
mation and an environment where
the ‘little guys’ can join forces
against the institutional inves-
tors, squeezing out their short
positions on companies like GME,
AMC and BlackBerry,” according to
Manganiello and Gaon.

“While this has all been great fun
for some of the market participants,
there is considerable risk and losses
borne by the investors who joined the
‘hype train’ late and endured consid-
erable losses in the process. Many of
them could trade with leverage, get-
ting exposed to additional risk.”

Indeed, “meme stock” stories, like
the GameStop saga, merely act as
examples of how easily inexperienced
investors can be pulled into mak-
ing potentially damaging financial
decisions, says Edgar de Picciotto,
co-founder at ikigai, a premium bank-
ing and wealth management fintech.

Ben Hobson, markets editor at
Stockopedia, says hedge funds
and deep-pocketed investors have
always taken big stakes in troubled
companies so they can influence
board-level decisions.

He says the risk isn’t so much
about activism but more to do with
the age-old stock market problem of

$25.10

BlackBerry's share price hit a
nine-year high in January 2021 after
investors on Reddit began investing
in the company

Yahoo 2021
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This phenomenon of
private shareholders
piling into a stock
upends the purpose
of investing

investors herding together to create
bubble-like conditions.

“Soaring price momentum in
stocks, where the only appeal is a
vocal community of investors buying
into them, is hugely risky. Without a
good quality business or attractive
valuation, things can get very volatile
very quickly,” says Hobson.

Seth Ward, co-founder and chief
executive at Pynk, says investors, par-
ticularly large ones, have never before
had to answer for their actions.

“It’s almost impossible to hide
what you do today. And the conse-
quences of business decisions have
never been more apparent,” he says.

His advice is to keep applying
standard, best practice, long-term
investment strategies. For example,
diversification will give good protec-
tion against one or two shares mov-
ing out of sync with the fundamen-
tals for a period of time.

Also, keeping an eye on invest-
ment subreddits might help in more
ways than one; it’s an important
part of the market and might offer-
some fresh perspective, which is
rarely a bad idea. “Don’t over lever-
age; don’t invest more than you can
afford to lose,” says Ward.

Social media chat rooms are begin-
ning to resemble the squawk boxes
on fast-paced trading floors, says
Michael Kamerman, chief executive
of online trading venue Skilling.

“What started out as a combination
of vast numbers of remote workers
looking to take up trading with more
time on their hands, coupled with
greater volatility in financial markets
and the rise of digital brokerages, has
evolved into a retail trader mindset
revolution,” he says.

Yet, if anything, prices moving to
extremes in both directions creates
a more fertile environment for fun-
damental active management, says
Kasim Zafar, chief investment strat-
egist at EQ Investors.

“The biggest lesson from this sort of
thing is that investing is a serious busi-
ness. It requires skill, care and due dil-
igence. If any of these are lacking, one
runs the risk of being a ‘punter’ rather
than an investor,” he says.

Samuel Leach, chief executive of
Samuel & Co Trading, says markets
are efficient and, if people find a way
to ‘beat the system’, this tends to
only last for a short time before the
market adapts and removes such
arbitrage opportunity.

“This puts more risk on the retail
investors who are putting their life
savings into these stocks in the
hope that the rally will continue,”
he says. “With investing, it is a zero-
sum game, therefore for you to win,
someone else must lose.” ®
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Are commodities
on the cusp of a
new supercycle?

A recent surge in commodity prices has led some
banks to declare the start of a new ‘supercycle’

but there are questions over whether the
conditions are there for multi-year growth

Fiona Bond

ollowing the devastating
impact of the coronavi-
rus pandemic on finan-

cial markets around the world, the
recent surge in commodity prices
appears to suggest growing investor
confidence for the future.

Oil prices have jumped by around
20 per cent since the start of the
year to pre-pandemic levels, while
gold has soared to a new record.
Meanwhile, copper, which is often
viewed as the bellwether of the
industrial metals sector, hit a nine-
and-a-half-year high at the end of
2020, fuelling talk of a new com-
modities supercycle.

Price swings are par for the course
in any market, but the term “super-

cycle” is reserved for very largest
fluctuations, when commodities rise
above their long-term price trend for
a lengthy period, often several years,
sometimes even a decade or longer.
The industrialisation of the United
States at the end of the 19th century
and the post-war re-industrialisa-
tion of Europe and Japan in the late
1950s are two such examples. More
recently, the rapid economic growth
of BRIC countries, most notably
China, sent demand for commod-
ities, and with it prices, soaring in
the early years of the millennium.
But the global financial crisis,
coupled with slower than expected
Chinese consumption, proved sig-
nificant headwinds for the sector,
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sending the S&P/Goldman Sachs
Commodity Index plunging by 60
per cent over the past decade.

After languishing in a bear mar-
ket for the past ten years, 2020 saw
commodities find favour with inves-
tors once again. The Bloomberg
Commodity Index rose 10 per cent
in the fourth quarter alone, prompt-
ing analysts to declare the sector is
displaying structural similarities to
that of the early-2000s.

On the face of it, the signs are cer-
tainly positive. The Chinese Caixin
manufacturing purchasing manag-
ers’ index reached a ten-year high in
November 2020, implying increased
demand for commodities. Meanwhile,
aweakening US dollar, combined with
widespread fiscal stimulus, has stoked
concerns of growing inflation, against
which commodities have historically
been used as a hedge.

According to commodity ana-
lysts at J.P. Morgan: “The past dec-
ade was marked by low growth and
low inflation. Bonds and secular
growth stocks were in a bull mar-
ket, while commodities and cycli-
cal stocks performed poorly. We
believe that the tide on yields and
inflation is turning.”

The new commodity upswing,
and in particular oil up-cycle, has
started. Mostly, it will be the story
of “post-pandemic recovery, ultra-
loose monetary and fiscal policies,
a weak US dollar, stronger inflation,
and unintended consequences of
environmental policies and their
friction with physical constraints
related to energy consumption and
production”, says J.P. Morgan.

Commodity bulls also stress the
impact of the green industrial rev-
olution upon the sector, with coun-
tries across the globe vowing to
spend big to meet climate targets.

THE PRICE OF SOME COMMODITIES IS ON THE RISE

WorldBank 2021
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China, the largest energy producer
and consumer in the world, recently
committed to become carbon neu-
tral by 2060. Beyond China, the
US Biden administration has set a
new $2-trillion green deal, while
the European Union has pledged to
reduce greenhouse gas emissions by
at least 55 per cent up to 2030, com-
pared with 1990 levels.

Analysts at Goldman Sachs
believe this transition has the
potential to create $1 trillion to $2
trillion a year in infrastructure
investment, surpassing oil and gas
drilling for the first time.

While the building blocks for a com-
modities price growth look to be fall-
inginto place, many experts warn it is
too soon to label the recent upswing
the start of a new supercycle.

Scott Gardner, investment strate-
gist at Charles Stanley, explains: “For
a commodity supercycle to occur, we
need two macro factors to be in play:
a weaker US dollar and above-trend
economic global growth.

“A weaker dollar can arise from
further easing by US authorities
and, given the infrastructure plan
and commitment to the easy finan-
cial conditions from the US Fed-
eral Reserve, we currently have
that condition.

“Secondly, we need robust eco-
nomic growth globally. During the
2000s, as China emerged into the
global marketplace, the demand for
commodities increased dramatically
and helped fuel the 2000's supercy-
cle. We currently don't have an emerg-
ing economic superpower at a similar
stage to where the Chinese were.”
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For a commodity
supercycle to occur,
we need a weaker
US dollar and above-
trend economic
global growth

Some analysts believe that while
there is an argument for a more bull-
ish market across certain commod-
ities, it is difficult to anticipate the
same level of demand for commod-
ities such as oil, which makes up a
significant proportion of the sector.

As a result, investors need to
be aware of risks associated with
broad-based commodity indices,
says Gardner.

“Depending on the commodity
index, energy comprises between
25 and 40 per cent of the index.
Given the increased hostility from
governments and corporates glob-
ally to traditional fossil fuels, this
is a secular headwind. Investors
should focus on specific commod-
ity groups, namely metals. There
is also the secular trend towards
cleaner, greener energy via electri-
fication,” he says.

Indeed, lithium, a crucial compo-
nent of electric vehicle batteries is
up 88 per cent this year, while palla-
dium, used in catalytic converters,
reached record highs in 2020.

Michael Hewson, chief market
analyst at CMC Markets, com-
ments: “We are likely to see a shift
in supply and demand across cer-
tain metals. However, offsetting
that will be a decline in fossil fuels
such as coal and oil. While one
might argue that price spikes will
occur, it will not be enough to war-
rant being called a supercycle.”

Investors should avoid placing all
their eggs in one basket. Hewson
says: “It’s important investors don’t
focus on one particular commodity,
but rather create a basket of compa-
nies to diversify the risk.”

He advises that investors could
benefit from considering companies
not directly in the renewables sec-
tor, but which offer services to these
firms, as a way to gain exposure.

While wisdom has taught us to
expect the unexpected when it
comes to commodities, the jury
remains firmly out on whether we
are in the throes of a new supercy-
cle. But one thing is certain: com-
modities are likely to keep investors
on their toes as we enter a post-pan-
demicera. ®

Gen Z's road
to recovery

Faced with a bleak financial future,
Generation Z can bounce back with
the right support and advice, says

Shard Capital

ue to a combination of
extreme and short-sighted
actions by many govern-

ments and central banks across the
world, spanning 30 years, Generation Z
have been left with severely restricted
prospects in the years ahead.

Priced out of an exorbitant housing
market, and with scarce job opportu-
nities and mounting debt, any poten-
tial returns on their savings have also
been decimated by low to zero per
cent interest rates.

In stark contrast to the previ-
ous three generations, who have
enjoyed an annual return of between
5.7 and 6.4 per cent on a traditional
70:30 split between equity and bond
investments, according to Credit
Suisse, Gen Z are forecast to only be
able to generate 2 per cent annual-
ised returns with a similar 70:30 equi-
ty-bond split.

It would appear that while the rich
have got richer, those at the other
end of the scale will now struggle to
get anywhere.

So how have we arrived at this des-
perate situation, where the next gen-
eration has effectively had the debts
accumulated by previous generations
placed firmly on their shoulders? And,
more importantly, what can they do
to protect and grow the few assets
they are able to accumulate?

Rise of asset price inflation

Central banks have, until now, been
preoccupied with tackling consumer
price inflation (CPI). But they have
done so at the cost of neglecting to
deal with the equally important issue
of asset price inflation.

CPl measures the rise or fall in
prices of a basket of consumer goods
and services, such as rent, clothes,
electricals, transport, recreation
and healthcare. Asset price infla-
tion measures just about everything
else, including the value of property,
shares, bonds, life insurance, gold
and fine wine.

Let’s take a look at how this has
played out with the world’s most
influential central bank, the US
Federal Reserve. Formed in 1913 and

given the mandate by Congressin 1977
to ensure price stability and maxi-
mum employment, so myopic was its
focus on CPI that the Fed failed to
adapt to the unprecedented change
in global economic and social condi-
tions brought about by globalisation
and technology improvements.

Rather than spurring CPI, as they
intended, the use of lower inter-
est rates has had the unintended
effect of simply driving asset prices
inflation. The irony is that the Fed’s
former head of research, Stephen
Cecchetti, working at the time as
professor of economics at Ohio
State University, duly noted this and,
in 2000, flagged up that reacting to
asset prices through policies would
reduce the likelihood of asset price
bubbles forming.

Unsustainable economic bubbles
Central banks’ collective failure to
address the problem of asset price
inflation has encouraged specula-
tion and, ultimately, creation of a
series of successive systemic bub-
bles, each larger than the previous
one. Such is their longevity that asset
or economic bubbles date back to
Tulipmania during the Dutch Golden
Age of the mid-1630s and are typi-
cally associated with increased use of
leverage to try to boost equity and/or
debt returns.

The growth of bubbles has become
more prevalent in recent decades,
fuelled by light-touch regulation and
aided by the repeal of regulations,
such as the Glass-Steagall Act, with
the dot com bubble of 1995 to 2000
and the sub-prime mortgage crisis
between 2007 and 2010 among the
most notorious examples. Despite
springing up in different regions,
because of their global correlated
nature, they have a shockwave effect
on millions of investors worldwide.

In turn, these bubbles have resulted
in subsequent recessions. Central
banks have exacerbated this by con-
tinually bailing out companies and
investors with taxpayers” money, much
of which never gets repaid, setting a
dangerous precedent and generating

Commercial feature

the expectation that investors will get
rescued again in future crises, thus
perpetuating future bubble cycles.

Growing wealth divide
Simultaneously, central banks
have inadvertently increased the
ever-growing wealth gap by favour-
ing or rewarding the select few big
asset owners who control the invest-
ment market over those who have few
assets and the younger generation.
This has, subsequently, perpetuated
social discontent and unrest among
these disenfranchised masses, who
are finding it even more difficult to find
a job, get on the property ladder, pay
off their debts or save for their future.
To try and get any sort of a return,
younger investors are being forced to
take increasingly greater risks, just to
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We are well placed to
help you make the most
of your investments

save enough for a level of pension that
would meet required retirement tar-
gets. But that comes with a big down-
side if their investments go south.
Once we are firmly on the road to
recovery from the coronavirus crisis,
these financial market excesses must
be reined in. The most likely route to
resetting valuations is through infla-
tion, however we need to ensure this
doesn’t penalise the poorest and
those on fixed incomes least able to
cope with a sharp rise in living costs.

Hope for the future
Governments and central banks can
play a key role in closing the inequal-
ity divide through the introduction of
bold fiscal stimulus measures, such as
the capping of bond yields with nega-
tive real interest rates while boosting
wages and gross domestic product.
Gen Z investors can also stand to
benefit by investing in the likes of
infrastructure and green projects;
precious metals and commodities;
growth and value stocks such as
healthcare, semiconductors, phar-
maceuticals, mining, clean energy,
and small and mid-cap stocks; fiat
currencies from countries running
strong current account surpluses;
and sovereign local currency emerg-
ing markets bonds.

RACONTEUR.NETW

Here at Shard Capital, we have
closely monitored all these trends
and, having foreseen many of them
developing in markets, we are well
placed to help you make the most
of your investments. While always
seeking to generate the best possi-
ble long-term returns, we are also
focused on protecting you against
downside risks, particularly in this
current challenging environment.

Our strong track record is borne
out in the numbers: since inception,
we have consistently outstripped the
MSCI and our return as at the end of
March stands at 57.4 per cent, more
than double the MSCI reference at
27.5 per cent over this period.

To see how we can help you with
managing your investments and
new opportunities, please
contact 0203 9717000,

email info@shardcapital.com
or visit www.shardcapital.com
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Reading runes or respectable science?
Looking inside the world of traders who buy
and sell solely on the patterns they see

Charles Orton-Jones
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s it possible to trade by
spotting  patterns in
charts? Warren Buffett,

the Sage of Omaha himself, had
a simple verdict: no. He said: “I
realised that technical analysis
didn't work when I turned the
chart upside down and didn't get
a different answer.” He stuck to
the polar opposite - fundamentals
investing, where only the long-
term financial prospects of a
company are considered - and
ended up the world's richest man.

Yet so-called chartism remains
popular.Legionsofdaytradersswear
by it. They track price movements
with saucer bases, pullbacks, double
bottoms and diamond bottoms;
there are levels, breakouts and
Fibonacci retracements.

So what's going on? Is it really
possible to trade solely by spotting
patterns and trends in short-term
market movements?

“I strongly believe that many
people engaging in this type of
trading do not know what they are
doing,” says Dr Andrea Barbon,
assistant professor of finance at
Switzerland”s University of St.
Gallen, who teaches a PhD course
on mathematical modelling
for finance.

“I have friends who have started
trading. They call me and ask for
advice. And they are really quite
expert in these charts. But they
don't know what they are talking
about. Software is attracting
their attention. They are trying to
extrapolate the future from what
happened in the past. But it's
nonsense. It's just emotional.”

And yet Barbon concedes there
may be two reasons why chartism
can deliver results. The first is the
fact that so many people believe in
the methodology. “Traders are all
looking at the same charts and using
the same indicators. And if people

believe that when a price crosses a
line then it's the right time to buy
stock, that will push the price up,”
he says. Patterns in the charts thus
become “co-ordination devices” for
groups of like-minded traders.

The second justification is
more substantial. “Charts at high
frequency may capture arbitrage
opportunities. There may be a big
player who needs to liquidate a
large position. When they do that
they leave traces in the chart. It is
possible to spot this, in principle,”
says Barbon.

On the trading floors, you will
find all sorts of opinions, from
sceptics to devotees. One of the
most popular places for traders to

THE TOP THREE MOST USEFUL DATA TOOLS FOR TRADERS

JP Morgan/Etoro 2021
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share strategies is TradingView,
which claims more than 15 million
visitors a month.

David Belle, TradingView’s UK
directorofgrowth, explainsthat for
many traders, the appeal of charts
is they offer simple insights. “You
have to remember that trading is
one of the hardest games in the
world. And the way it is marketed
by brokers makes it look easy. It
can seem like a game. People think
it should be accessible. So they
see things and assume they have
importance,” he says.

Often patterns they notice are
phantoms. “It's  confirmation
bias,” says Belle. “They look at the
history of the S&P 500 and notice
a correlation with the phases of
the moon and say they'll buy at the
next full moon, when really there's
no causation at all.”

Samuel Leach, founder of Samuel
& Co Trading, trader, trainer and
social media star with more than
132,000 followers on YouTube, is
bluntabout the excesses of chartism.

“I've seen some that are really
bad,” he says. “There's one called
the Gartley pattern, which looks like
a butterfly or bat. I've seen people
draw a duck around price action.”

But Leach says chartism can
produce good results, if only because
it's popular. “If people are doing the
same thing at the same time, then
of course it's going to work,” he says,
noting that chartism is therefore more
effective with smaller capitalisation
stocks than major indices. “Foreign
exchange markets are in the trillions
traded. You aren't going to have a
noticeable effect on that.”

Leach uses chartism for his own
trades. “I love fundamentals,” he
says. “I say 'I am going to buy this
stock'. But when am I going to buy
it? I use technical and support
levels for that. If I can see a share
is bouncing around between two
levels, I can wait for it to hit the
lower level before I buy.” Results
are never guaranteed, but it would
be odd not to take short-term
movements into account.

Another reason to doubt the merit
of chartism is the fees it incurs. Every
time a trade is made a fee must be
paid and over time these erode a
significant proportion of the gains.

Furthermore, chartists
underestimate the calibre of
the competition. Investment
banks deploy trading warbots
able to execute high-frequency
trades. These trading bots are
programmed by highly paid quants
with PhDs in mathematics and
physics. It is fanciful to suppose a
lone trader, equipped with basic
trading tools, can win consistently
against billion-dollar funds armed
with this weaponry.

And chartists forgo the most
obvious advantage to  self-
investing: taking advantage of new
market information. An events-
based strategist, for example,
can scan breaking news for an
event that will shake the market
and move fast to take advantage.
Chartists will see the ripples as
they occur, but miss the early-
mover advantage.

Chartism means rejecting some
of the trading strategies with
the best track records, namely

diversification across funds
and industries, and analysing
fundamentals to look for under or
overvalued stocks. It’s high risk
to trade just a few stocks over the
short term.

Evidence is emphatic. Researchers
at Brazil’s Sdo Paulo School of
Economics and University of Sao
Paulo, tracked 1,551 retail investors
with more than 300 days of trading
each. The result? Only 1 per cent
earned more than the Brazilian
minimum wage and 0.5 per cent
more than a bank teller, and all
incurred with great risk.

“We show that it is virtually
impossible for individuals to day
trade for a living,” the researchers
warn. The more investors traded
the worse they performed: “The
probability of an individual
exhibiting a positive profit
monotonically decreases with the
number of days he or she trades.”
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Trading is one of the
hardest games in the
world but the way it is
marketed by traders
makes it look easy. It
can seem like a game

The explosion in popularity
of trading via apps and easy-to-
use websites means chartism
is flourishing. The situation is
amplified by charismatic figures
who brag about easy wins via
formulae. One of these traders, Alex
Hope, nicknamed King Popper, was
sentenced to three years in jail for
masterminding a £5.5-million Ponzi
scheme from gullible investors. The
sad truth was Hope had no expertise
in trading. He was sentenced to an
additional 16 months for blowing
funds on prosecco and concert
tickets rather than repaying
his victims.

Even the BBC gets fooled. An
episode of Young, Welsh and... on
BBC Three featured a 20-year-
old online trader said to make
up to £200,000 a year on foreign
exchange markets. In fact, he
was merely a marketer flogging
expensive courses. The episode
was later pulled from iPlayer.

Barbon warns: “A very good
friend paid $5,000 for an online
course to follow this guy's classes.
Imean, this guy is selling bulls**t.”
The rising market means his friend
isinthe black and could be excused
for feeling invincible. Chartists
are notoriously confident in
rising markets.

As the Sage of Omaha put it:
“Only when the tide goes out do
you discover who's been swimming
naked.” In a bull market everyone
looks like a genius. When the bears
return then we see whose methods
are valid. Only then will chartists
discover the true power of their
bollinger bands and rising wedges. ®

Commercial feature

RACONTEUR.NET@—@

ommission-free stock
trading marks a new
era for retail traders

Modern technology has made retail trading accessible to all -
it is literally at our fingertips — but it wasn’t always this easy

t's fair to say that the tech-
nology underpinning online
retail trading has come a

long way since the days of pagers and
dial-up modems (look it up, kids).

Now the trading landscape for retail
traders is set to enter a new era.
Costs have reduced so substantially
that the idea of “free” trading has
become mainstream.

While this marks a welcome change
from the days when the cost of a single
trade was in the double digits, these
new models are not as simple or trans-
parent as they may seem.

Look under the bonnet and you’ll
notice a whole host of question
marks, caveats, if and/or buts that
make you wonder if trading really is
free. As a result, where this leaves
a retail trader in terms of execution
quality can vary significantly.

Choosing your commission-free
trading provider

When choosing a broker to trade with,
read the terms and conditions closely
to make sure it’s right for you and take
a closer look at the wider business
model. If trading is free, how does the
broker make money and is this trans-
parently communicated?
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For a low cost and
small financial outlay,
traders can test their
strategies without a
big commitment

Don’t accept shortcuts. A trading
provider needs to incorporate and
connect to a whole host of liquidity
providers, exchanges, tech providers
and risk systems to deliver a safe and
secure operation.

Lastly, check that the company or
broker you are trading with is reg-
ulated with the Financial Conduct
Authority or another reputable regu-
lator or industry body. Some trading
providers use e-money licences or
passporting, so it's important to be
aware of these differences.

Award-winning, zero-commission
CFD trading

As one of the most highly requested
and anticipated products, FXCM added
single stock (share) CFD - contract for
difference - trading to its retail offer-
ing a year ago. With FXCM, share CFD
traders can go long or short with a
simple click of a button and speculate
on both the gains and losses of a stock.

When trading share CFDs with
FXCM, customers benefit from com-
mission-free trading, only paying the
bid/ask spread. In addition, trade
sizes are low with the minimum trade
size of 0.1 units of a share, there-
fore, for alow cost and small financial
outlay, traders can test their strate-
gies without a big commitment.

Over the past year, FXCM has
expanded its share CFD offering, with
a recent update including shares from
Hong Kong’s HKEX and an additional 50
NYSE and NASDAQ-listed companies.
Please note that HK shares can only be
traded in increments of one share.

FXCM’s Share CFD offering is availa-
ble on MetaTrader4, the Trading Station
platform and NinjaTrader, allowing
seamless trading for both new and
existing customers according to their

needs. Please note that HK shares are
currently only available on Trading
Station account, not MT4 account.
Enabling zero-commission trading
is always a key focus for FXCM when
expanding their offering, along with
easing market access for retail inves-
tors during the unprecedented volatility
brought by the coronavirus pandemic.

Drawing on our market expertise
FXCM has a unique history when it
comes to offering trading services
to retail traders. It is already one of
the world’s largest retail brokers and
a leader in online trading. Whether
it’s foreign exchange, commodities,
metals, energy products or stock indi-
ces, we have a track record that has
stood the test of time.

CFDs are complex instruments and
come with a high risk of losing money
rapidly due to leverage. Some 76.31
per cent of retail investor accounts
lose money when trading CFDs with
this provider. You should consider
whether you understand how CFDs
work and whether you can afford
to take the high risk of losing your
money. Forex Capital Markets Limited
is authorised and regulated in the
United Kingdom by the Financial
Conduct  Authority.  Registration
number 217689. Registered in England
and Wales with Companies House,
company number 04072877.

Discover more about our offering at
www.fxcm.com
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Why 1.4 million
Europeans trade
and invest with Fineco

Fineco is a giant in European trading. Marco Mottadelli,
head of Fineco UK, explains why opt for Fineco Bank

his is a golden age for trad-
ers. They are spoiled for
choice with apps and plat-

forms galore. Yet despite all this com-
petition, Fineco remains one the most
popular trading choices in Europe. We
now have more than 1.4 million account
holders. And we are growing fast.

But why are we the natural choice for
traders? Let’s start with who we are.
Fineco is a fintech bank, founded in
Italy in 1999. We manage £82.5 billion in
financial assets. We are regulated by the
Bank of England and the Bank of Italy,
and we are listed on the stock market.

This makes us different. Unlike fly-by-
night apps, we offer size, maturity and
stability. This is hugely reassuring to
traders who trust us with their money.

Then there’s our technology. Our
platform provides investment-bank
grade trading to retail investors. Our
interface is intuitive, with the full range
of tools, including over 90 technical
indicators. It’s the result of more than
20 years of development.

Buy and sell UK and global shares,
exchange-traded funds, contracts
for difference and foreign exchange.
Our platform includes commodities
including oil, metal and energy, futures
on CME, EUREX and IDEM. We execute
27 million orders a year.

Price is key. Our mantra is transpar-
ency. We provide the market’s lowest
fees, with no hidden extras. We charge
no monthly account fee. No custody or
deposit fees. No inactivity charges. No
portfolio transfer costs. And we offer
super-low flat fees: just £2.95 per order
for UK shares and £ 3.95 per order for
USA. For CFDs there is £0 commission
and no added spread. We can do this
because of our size, allowing us to push
fees to rock bottom. On price alone we
are the number-one choice.

Then there is our approach to tech-
nology. Our products are coded from

0"‘ countries

invest and trade directly in
GBP, EUR, USD, Swiss Francs
and 20+ currencies

£0

no monthly account fees

scratch, architected around user
needs. This is a formidable advantage.
Our rivals often use white-label soft-
ware licensed from third parties and
merely repackage it. Our in-house
approach means we provide exactly
what our users demand. Thus, our plat-
form offers the best user experience,
while keeping costs lower, as we don’t
have third-party licence fees to fund.

Our trump card is the breadth of our
offering. Fineco is more than a trading
platform. We are a full service bank.
When you join Fineco, you immediately
get an account in four currencies: the
pound, Swiss franc, euro and dollar. If
needed, we'll expand this to 23 curren-
cies. Transfer currencies for no charge
and get a rate that undercuts even our
strongest fintech competitors, such as
Revolut and TransferWise. And enjoy
free withdrawals with no limit across
the European Union and UK. No one
else offers this.

We provide complete investment
services. Buy funds from M&G, Jupiter,
Fidelity, Invesco and many other asset
managers. We add one or two invest-
ment houses every month, often in
response to a customer request. Our
fees are 0.25 per cent maximum, falling
to 0.05 per cent for £1 million to £2 mil-
lion and free on the value over £2 mil-
lion. There are no hidden fees.

We offer stocks and shares ISAs, and
Fineco has recently launched a new
offer: when opening a Fineco Stocks
and Shares ISA or transfering an ISA

between March 3 and June 30, access
Fineco’s ISA investment platform with
zero fees until the end of the 2021-
22 tax year (April 5, 2022). Customers
can invest in funds, shares, ETFs and
bonds, tax free.

If needed, we offer the sort of sup-
port you'd expect from a large bank.
Got a query or request?¢ Call our sup-
port team. KPMG ranked Fineco as the
sixth best company in its national rank-
ing for customer service and the best
in the banking sector.

Overall, traders get all they need
under one roof. Invest and trade from
a single login. Manage capital across
accounts in multiple currencies.

In a competitive marketplace, Fineco
is a market leader in trading. Whether
you demand the best user experience,
the lowest fees, a place to conduct all
your investments or the best customer
service, Fineco is your home.

Try us. If you aren’t delighted, leave
with no exit fees. Our proposition and
ourvalues are so strong we believe it will
be the start of a lifelong relationship.

To find out more please visit
fineco.co.uk

FINECO
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The rise of
the amateur
home trader

With the UK's largest investment platform
reporting a 40 per cent jump in net new
business, can armchair traders learn from
the professionals or do they face plunging
themselves into the red?

Jonathan Weinberg

t a time when interest rates
onsavings are atan all-time
low, pension funds have

been hit by coronavirus and many
face reduced incomes due to the pan-
demic, retail trading from home has
become a side hustle for those hoping
to boost their finances.

A smartphone or computer, plus
an online broker platform, is often
all anyone needs to buy and sell
everything from currencies to com-
modities to crypto.

Trading novices have access to one-
to-one online lessons from profes-
sional traders too, alongside YouTube
videos and a plethora of guides
or courses created by those with

industry experience and found with a
simple internet search.

Charlie Burton, a money manager
regulated by the Financial Conduct
Authority, offers online training on
his EzeeTrader website. He speculates
that another reason there has been
an uptick in popularity in the past 12
months is because of the lack of avail-
ability of sports betting during the
first lockdown.

Citing the low barriers to entry,
Burton says: "You can open up trading
accounts with just a couple of hun-
dred pounds and buy some bitcoin or
euros or dollars.

"I remember back in the 1990s, filling
in a load of forms to open up my very
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first brokerage account. You had to sign
every single page and then send it off."

Burton is quick to distinguish
learning to trade from "buying an
asset class and hoping it goes up" and
warns that "80 per cent will fail”.

He adds: "The reason most fail is
this 'get rich quick' type of mindset.
The reality is, you're going to have to
accept being wrong probably 50 per
cent of the time."

Entering trading as an amateur is
fraught with pitfalls, but this hasn't
hurt its new-found popularity.

According to an online post look-
ing at the rise in armchair retail trad-
ing, by House of Commons Library
researcher Ali Shalchi, the UK's larg-
est investment platform Hargreaves
Lansdown reported a 40 per cent
jump in net new business in the final
six months of 2020 with an influx
of younger people driving down the
average age of its users.

One newbie is Andrew, aged 35,
who says he has been exploring dif-
ferent platforms, while dabbling in
a mix of stocks and bitcoin, because

with interest rates so low he
wanted other options to

his cash.

make the most of
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An amateur now
making the trade

After training remotely via one-
to-one Zoom sessions, Dr Lucy
Davey, a coach whose company
OptiMUM works with mums,
invests in cryptocurrency. She
says: "As a mother of young
children, the idea of making and
investing money, requiring as
little as an hour each day of my
time, appealed to me. It seemed
to have the flexibility to be able
to do my trading at times that
fitted in with my children and
other work and responsibilities.
| was one of the very few women
undertaking crypto coaching.

"l had to overcome my
initial anxieties about being a
woman not hugely familiar with
trading. | come from a medical,
psychiatry background.

"Also, these are generally high-
risk investments and you have to
know you risk losing as much as
you can substantially gain. It is
often unnerving to make your first
trades, knowing you could lose.
The crypto market has been very
good recently to all those in it,
but it is infamously volatile. You
can be up 20 per cent one day
and down 10 per cent the next.

He says: "One of the hardest things
is getting used to the terminology, but
you can find most things on Google.
Trying to understand what is reliable
information online is hard for a nov-
ice, so I looked for websites that I rec-
ognised and spent time to understand
what I was getting into.

"You need to ask yourself if you can
afford to lose that money. I've only
invested what I can afford to lose.
The websites and apps do warn you
about this."

Stuart Lane, chief executive
of Trade Nation, warns that it is
tempting to believe trading is easy.
"Understanding your appetite for
risk and remaining unemotional

THE RISK OF DAY TRADING

Lost money

1.1%

A study of day traders in Brazil between 2013 and 2015
who persisted for more than 300 days

0.5%

Sao Paulo School of Economics 2020

Earned more
than the Brazilian
minimum wage

Earned more than
the initial salary of
a bank teller

"The biggest challenge is
actually to do nothing when
your emotions are screaming
for you to buy and sell as the
market moves violently. So
my biggest achievement has

when markets aren't going your way
can be hard,” he says. “That's why we
emphasise the importance of hav-
ing a trading plan, and employing
strict money and risk management.
Profits, and losses, can accumulate
quickly and being consistently prof-
itable is hard. It requires discipline as
well as a thorough understanding of
technical analysis."

Naeem Aslam, chief market ana-
lyst at AvaTrade, also proffers cau-
tion. "New traders need to ensure
they are acquainted with the risks,”
he says. “While there are opportuni-
ties to make a lot of money, there is
also scope for loss. Making sure they
are educated on the markets they are
trading in, as well as the tools they are
using, is key to success."

Common issues the profession-
als highlight include overtrading or
taking positions that are too big ver-
sus the money someone has availa-
ble to risk.

Michael Kamerman, chief executive
of Skilling, says: "While trading has
now become more accessible, the ease
of apps and online venues should not
distract from understanding the deci-
sions you make on them. Day trading
isn't a strategy people can jump into
without doing their research first.
When deciding where to trade, the
current price of an instrument, like
EUR/USD, gold, Tesla and so on, is
only one part of the equation.

"When everyone talks about the
hottest tech stocks, it's easy to get
swept up in the popularity. However,
it isn't the right product for every-
one. For example, if you only have
time to trade during the evening
when stock markets are closed or
don't understand the products or
services of the hottest new IPO, it's
wise to consider alternatives."

been to remain calm and not
let emotions take the place of
rational decisions. My advice
would be not to be greedy and,
as you make a profit, take some
money off the table."

o6

While there are
opportunities

to make a lot of
money, there is
also scope for loss

The many pitfalls are perhaps why
people are turning to professionals
to teach them. Sarah-Jane McQueen,
general manager of CoursesOnline,
says demand for trading courses
aimed at beginners jumped in
February and March 2020, with inter-
nal data for the whole of last year
showing the total number of learn-
ers interested in trading courses
increased by approximately two
thirds. So far in 2021, the number of
learners is roughly a third greater
thanin 2019.

"The biggest red flag to be avoided
when searching for a course is one
which promises the world, such as
'learn how to make millions in just
a few hours' or something similarly
over the top,” she says. “These courses
don't take into account that what you
learn isn't suddenly going to make
you a master of a skill overnight."

It is for this reason, among many,
why EzeeTrader’s Burton suggests
it is time for the trading education
industry to be regulated.

He concludes: "If you have to prove
you have three years’ trading history
of trading accounts you can actually
show to some form of regulator, that
would just cut out a load of these peo-
ple. That would be a good thing." ®
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Yielding to
crypto as a
new banking
alternative

Cryptocurrencies are known as the
disruptors of traditional finance. A new
breed of companies is starting to bridge
the gulf between the old world and the
new, offering excellent yields for long-term

holders of crypto

uch has been promised for
the future use of block-
chain, although many people

still regard the sector as something
of a Wild West. But as it develops and
matures, the industry is finding ways to
answer its critics.

Events such as the listing of Coinbase,
America’s  largest  cryptocurrency
exchange, on Wall Street’s Nasdaq
stock exchange are signalling growing
mainstream acceptance of crypto.

Digital currencies such as stablecoins
- which aim to minimise price volatility
by pegging the stablecoin to an under-
lying basket of assets - are offering
steadier ways to trade cryptocurren-
cies, bringing a measure of security
and stability to the industry. But it is
the new ways crypto assets can be
deployed that are likely to be the real
game-changer.

So now there’s a new way to make
money from your crypto assets, which
bridges the inefficient world of of tra-
ditional finance services (known in
crypto as “TradFi”) and the fast emerg-
ing universe of crypto. It is starting
to bring crypto into the mainstream,
turning it from the incomprehensible
preserve of tech-savvy twenty-some-
things into a standard financial product
that can be used by anyone.

This allows you to cash in on your
crypto assets without cashing out, pro-
viding a passive income that can not
only be significantly higher than that
provided by other, more traditional
institutions, but can also increase your
crypto holdings.

How you utilise this new service is up
to you; it can be thought of as simply
providing a good return on assets, as an
income-generating investment, or as a
lender that allows you to pay the school
fees or buy a home. Critically, it offers
the chance to leverage your crypto
rather than selling up as digital assets
grow in popularity and price.

There are a number of centralised
finance (CeFi) players in the digi-
tal assets space that bridge the gap
between wild-west crypto and TradFi.
Nexo, founded in 2018, is one such. It’s

a digital finance equivalent of tradi-
tional retail banking services that lets
you manage your crypto and fiat assets,
whoever you are and wherever you are
in the world. You can borrow, earn and
exchange between assets, as well as
transfer funds to your traditional bank
accounts, all from within the Nexo plat-
form and mobile application, as well as
spend your crypto-backed loan easily
to, say, buy a coffee with the Nexo Card.

Should you need to take out a loan,
the APR is lower than you would get
from a traditional bank, and if you
are HODLing - holding crypto for the
long term - it gives you the chance to
earn a much higher interest rate than
is possible elsewhere in the financial
services industry.

No trader or investor needs to be told
about the current low-interest envi-
ronment; ever since the 2008 finan-
cial crash, it’s been difficult to earn
a respectable rate on assets and still
harder to generate the kind of instant
liquidity that can be a key element in
becoming a successful trader.

Whether you are a holder of crypto or
fiat, or both, Nexo is a great alternative
investment and storage option, earning
up to 12 per cent on your crypto and fiat
currency holdings. It offers the ability
to mix fiat and crypto currencies, and
take out an instant, fee-free cash loan
against those assets. It's a quicker and
easier process than those on offer
from a lumbering, traditional bank.

Yet you can still access the assets at
any time, making this one of the most
flexible and efficient ways of borrow-
ing money. Perhaps as importantly for
traders, this ability to use your crypto
assets as collateral offers you a valua-
ble element of liquidity in your portfo-
lio, without triggering capital gains tax
events and without missing out on any
potential future growth in crypto.

The company additionally boasts its
own cryptocurrency, the NEXO Token
that, besides being highly liquid and
having grown in value by more than
8,000 per cent since 2018, is the
world’s first dividend-paying, asset-
backed token. Over the past three

YIELDS IN THE UK, EU & US VS NEXO RATES

Comparison: Interest rate ranges on savings offered by the UK and US’ top three banks, annualised agreed rates (AAR) within the EU, and

Nexo interest rate ranges

@ Savings Rates (APR) 0o 1% 2% 3%

4% 5% 6% 7% 8%

9% 10% 1% 12%
| | | |

HSBC Holdings

b/n 0.01% and 2.5%

b/n 0.01% and 3.5%

b/n 0.01% and 1.65%

7

Barclays

Lloyds Banking Group

JPMorgan Chase & Co.*

b/n 0.01% and 0.05%

b/n 0.01% and 0.05%

Bank of America Corp.

b/n 0.01% and 0.02%

Wells Fargo & Co.

) 0.28%
AAR for new deposits

with agreed maturity
from households
0.01%
AAR for overnight
deposits from
households

Yields on crypto,
stablecoin and fiat
currencies (depending
on currency and
staking terms)
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*Rates in the US vary from state to state; the current range includes the highest and lowest rates

**Data valid through the end of February 2021

years, Nexo has distributed more than
$9 million in dividends to token hold-
ers. The company is also seeing more
and more crypto-savvy investors
choose to buy or receive their interest
payouts inits native NEXO Token, which
ranks among the top 100 currencies in
terms of market cap out of more than
4,000 cryptos currently in circulation.

In effect, Nexo is acting like a tra-
ditional bank, translating the ser-
vices of the finance industry into the
world of crypto and deploying familiar
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Nexo’s business model -
centred on sustainable yields,
top-tier custodial insurance,
and over-collateralised loans -
lays the groundwork for mass
crypto adoption

processes such as KYC, or know your
customer. It has even launched a card
as an extension of its crypto-backed
credit line, which can be used in the
same way you would use your tradi-
tional bank card. No longer do you
need to be a digital assets expert to
add a little crypto future-proofing to
your portfolio; Nexo’s systems mean
there is a way for anyone to dip a toe
into the crypto world.

You still need to be prepared to
manage your investments and watch
the crypto market, which remains vol-
atile, as anyone who has been on the
rollercoaster ride that is bitcoin will
know. As with any trading, it’s critical
not to lose sight of the ultimate invest-
ment and always be prepared to back
your loans should prices fall. However,
CeFiplatforms like Nexo make this a lot
easier than their decentralised finance

I I I |
9% 10% 1% 12%

strict liquidation policy - an automatic
liquidation if loan-to-value goes above
above a certain percentage, albeit
after three margin call defaults - and
offering a consistent and stable return.

The company, which is keen to edu-
cate both users and the wider world
aboutcrypto, also carries the hallmarks
of classic financial institutions: licenses
across the world, insurance coverage
of $375 million on custodial assets, and
rigorous KYC and anti-money launder-
ing mechanisms.

While it may be the high yields
and instant access to cash credits
backed by crypto that draw investors
to Nexo, it is likely to be the secure
set-up and safe environment that
keep them working with the com-
pany for years to come.

(DeFi) equivalents and far more profit-
able than their TradFi counterparts.
Security is obviously an important
part in choosing anywhere you hold
your assets. Nexo, which is building for
the long term as a business, is choos-
ing a more stable and less volatile busi-
ness model, over-collateralising loans
at 200 to 500 per cent, enforcing a

For more information please visit
nexo.io
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Explaining

NFETS

NFTs have been making headlines,
but there’s confusion around what
they actually are, the risks and
benefits of investing, and whether
people should be buying them at all

Rose Stokes

nless you happen to be well
versed in all things crypto-
currency and blockchain

technology, non-fungible tokens, or
NFTs as they are more commonly
known, are likely to have entered
your realm of consciousness only
very recently, if you are not learning
about them for the first time.

Either way, in the space of a few
short months, NFTs have gone from
being niche digital assets relegated
to conversations between crypto
natives, to  headline-grabbing

instruments used by high-profile
creatives to earn eye-watering sums
for their digital work.

But what exactly are they? What are
the benefits and risks of investing?
And should we all be buying them?

First, you might be wondering what
on earth “non-fungible” means. In
layman's terms, something that is
fungible can be easily replaced with
something else of the same type and
equal value. If you consider a £1 coin,
no matter which £1 coin you have of
the millions of identical ones minted
each year, it holds the same value as
any other. Other examples of fungi-
ble assets include oil, gold, bitcoins
and even a box of cornflakes: they are
items whose value doesn’t depend on
their uniqueness.

“If someone owes you £50, you’ll
take any £50 note, you don’t care
which; that’s because it’s fungi-
ble,” explains Antoni Trenchev,
managing partner of Nexo, the
leading regulated financial insti-
tution for digital assets and a
member of Bulgaria’s parliament.

When something is non-fungible,
it cannot be replaced with another
similar item because only one of
it exists in the world. Consider the
Mona Lisa, arguably Leonardo da
Vinci’s most famous work. Another
painter could replicate the piece,
and could do so quite accurately, but
there would always be minor differ-
ences; maybe the brush strokes or
the tonality would differ slightly.
A copy could never hold the same
value as the original, of which there
is only one.

In simplistic terms, an NFT is a
unique representation of value that
provides creatives with the oppor-
tunity to produce one-off pieces
of art in the digital world, where a
normalisation of mass reproduc-
tion, streaming, downloading and
uploading has driven down the
value of their work.

An NFT also enables artists to
sell directly to consumers, thereby
increasing profits, and have a
built-in function to pay creators
when their work is sold on. They are
like virtual collectibles that can be
bought, sold or traded for money,
either as speculative assets or as a
way for brands, as Nike has recently
announced, to verify the authentic-
ity of a product.

For Lior Messika, founder of
Eden Block, a venture capital firm
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More than anything, NFT's
represent a shift in business
models. They are another way
of distributing value

GarryKillian / Shutterstock

specialising in blockchain and
crypto, the potential for NFTs is
“colossal” in terms of their ability
to “disrupt the entire concept of
digital ownership”.

“More than anything, NFTs rep-
resent a shift in current business
models,” he says. “If blockchain as
an operating system is helping us to
do things differently, NFTs are just
another way of distributing value in
away that is frictionless.”

This, he believes, will bene-
fit both creators and consum-
ers. “Blockchain technologies are
extremely effective at fixing the
problems we created by moving too
fast with the internet,” says Messika.
“Content creators will become so
much richer in the next few years or
decades thanks to this kind of inno-
vation, which will eventually feed
through to consumers.”

If it seems like everybody is sud-
denly talking about NFTs, it is
because they are. Trenchev says:
“Despite the fact they've been
around for a few years, we’re hear-
ing a lot more about NFTs recently
because there have been some crazy
auctions, with art selling in dou-
ble-digit millions.”

He attributes at least some of this
to global lockdowns, which have
hit the finances of major record-
ing artists who would ordinarily
make a big part of their income
from touring. It’s a trend that has
seen Kings of Leon become the
first band to release an album as
an NFT and singer Grimes sell
$6 million-worth of digital art in
tokens. Twitter’s founder Jack
Dorsey made headlines in March
by auctioning off his firsttweet as
an NFT for almost $3 million and
Kevin Roose, a journalist at The
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New York Times, made $560,000
for charity by selling an NFT of one
of his columns.

Trenchev also believes that sky-
rocketing prices for bitcoin and
other cryptocurrencies in 2020,
which brought massive financial
gains to investors, are behind an
increased interest in NFTs. “There
are millennials and Gen Zedders
who suddenly find themselves sit-
ting on an enormous amount of
wealth created seemingly out of
thin air and they’re looking for ways
to spend it,” he says.

He adds that while “previous
generations view hard assets to be
real estate, cash and bonds”, this
doesn’t mean the next generation
is going to dance to the same tune.
Such investments might not seem
so strange to generations who have
grown up online.

Expert opinion differs on whether
NFTs are a worthy investment. “It’s
still too early to say if this is a good
investment,” says Trenchev. “But I
would definitely say it’s an overheated
and overpriced market.”

Messika is more upbeat. “It’s the
same as every other asset class and
basically depends on whether the
NFT is good or not,” he explains.
“Being an NFT doesn’t make it
more or less valuable, but I own
a few and I feel confident they’ll
hold value. Overall, I think the
market will grow.”

Outside investment, though, are
they a worthwhile expenditure for
the average consumer? Gem Stoned,
a content creator, thinks so. “I've
bought two, sold two and minted
several,” she says. “I really love art
and crypto, and I love that NFTs give
you the ability to support the artist
directly while owning the piece as
an asset that can hopefully go up,
and not down, in value.”

If you decide to give it a go, it is
worth bearing in mind that making
digital artworks uses a large amount
of computing power, so NFTs are
not particularly environmentally
friendly. Beyond that, Trenchev
and Messika agree you should start
small. “My advice is always the
same,” says Trenchev. “Never put
any money into a financial asset that
you cannot afford to lose.” @

THE MOST EXPENSIVE NFT SALES WORLDWIDE

In US dollars, as of 16 March

Beeple CROSSROADS

Statista 2021

Beeple Everyday: The First 500 days

69.4m

Cryptopunk 7804
7.8m

Cryptopunk 3100
7.6m

6.6m

Cryptopunk 6965

1.5m
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ALTERNATIVE INVESTMENTS

Investing:
what are the
alternatives?

With bank interest rates at an all time low,
many investors are looking to new ways to

increase their reserves

Chris Stokel-Walker

s the world slowly shakes
off the impact of the coro-
navirus crisis and the
economy gently recovers an even
keel, some people in the UK are
starting to build up cash reserves.
Bank of England data shows
households deposited an additional
£18.5 billion into bank accounts in
January, but the amount of interest
earned on this is likely to remain
low as lenders keep rates down to
enable a speedy economic upturn.
In all, there is an extra £160 bil-
lion of savings in UK citizens’ back
pockets and retail interest rates
are not cutting it. For that reason,
for many it is no longer prudent to

Litigation funding

A potential new market for invest-
ment is the rise of litigation funding,
where funders with spare cash can
bankroll lawsuits against companies
that otherwise could not be brought
because of a lack of funds. The inves-
tors agree to provide financial support
to a legal case in exchange for a pre-
agreed share of any proceeds from
the case. If the litigant being funded
wins, then the financial backer also

put cash into Premium Bonds or to
scrimp the fractions of a percent
from savings accounts offered by
high street banks. In their place,
however, is a cornucopia of other
trading strategies the ordinary
person can access.

Whether you are willing to bank-
roll lawsuits with the potential of
receiving a cut of any winnings
from a court case, want to invest
in your favourite musician’s long-
term future in the charts by buying
the rights to their back catalogue
or chance your arm on the roller-
coaster of the stock market without
paying a cut to a stockbroker, there
are options aplenty.

MU Studio / Shutterstock

agrees to pay part or all of the claim-
ant’s legal costs, but if they don’t win,
they don’t pay the costs.

The benefits, particularly if fund-
ingaclassaction case against alarge
company, can be enormous. But as
with any investment, it’s possible to
lose as well as gain from the amount
you put in, and litigation funding is
much more clear cut in its wins and
losses. Should the party you bank-
roll end up losing in court, you lose
all your investment.

Retail trading apps

One of the most high-profile trading
strategies in recent months has been
the use of retail trading apps, such as
Freetrade, Trading 212 or eToro, to
invest on the stock markets without
having to go through the traditional
means of employing a stockbroker.
From your phone, it is possible to invest
tens of thousands through ISAs or taxa-
ble trading and to play the markets.

Songrights

Every time a song is played in a
movie, on TV or on the radio, the art-
ist behind it gains income. It can be
pennies, but as some of the world’s
biggest music superstars can attest
alongside canny investors, if you
look after the pennies, the pounds
begin to look after themselves. You
too can buy into the action, owning

“There are lots of apps out there
and if you're new to investing then it
can be tricky to say which is right for
you,” says David Kimberley, analyst
at Freetrade. Think about what you
want to invest in as some apps don’t
currently offer access to higher risk,
higher reward cryptocurrency assets,
which can yo-yo in value, while oth-
ers provide a different range of funds
alongside the standard stocks.

“You should look for an app that
is a part of the Financial Services

the right to song royalties that give
you a payment whenever the music
is played somewhere worldwide.

Royalty Exchange, an online ser-
vice auctioning off rights to songs,
estimates the average investment
brokered by them returns around
10 per cent to those who splashed
out. You can buy ten-year or lifetime
rights to songs.

Empire State of Mind by Jay-Z went
under the gavel and was purchased

Kidsada Manchinda / Shutterstock

Compensation Scheme that protects
assetsup to £85,000,” says Kimberley.

And of course, always be con-
scious of the fact that no matter
how many bells and whistles there
are, and how easy it may seem,
you are investing real money.
“Investing ultimately entails you
putting your money on the line.
You want to make sure you’re doing
that with the right company before
you open an account with any-
body," he says.

carlos castilla / Shutterstock
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for $190,000. Some of Rihanna’s
hits, bought for $200,000 or more,
have earned a 20 per cent return
within a year. But you don’t need
to spend big as lesser-known songs
can be bought, yes, for a song, but
keep getting played. And if you’re
not keen on relying on a single track
to deliver returns, you can invest in
specialist funds, such as Hipgnosis
Songs Fund, which is listed on the
London Stock Exchange.

Crowdfunding

The world of venture capital has
long helped propel startups into
the stratosphere, but for the rank-
and-file investor with a little bit of
extra cash to spare, it can some-
times be difficult to gain a foot-
hold in the market. Crowdfunding
investment platforms, such as
Seedrs and Crowdcube, which
were recently blocked from merg-
ing by the UK’s Competition and
Markets Authority, give ordinary
investors a chance to get in on the
ground floor of potentially boom-
ing businesses.

G

Collectibles

The world of collectibles may seem
like a hobbyist’s game, but it is
increasingly seen as a viable option
for people seeking to invest large
amounts of cash and make a profit.
Alongside trading cards, rare bank
notes and stamps, there is a more
up-to-date version of investing that
many younger people aiming to dip
their toe in the world of investing
have investigated: sneaker trading.
Buoyed by big brand names and
high-profile collaborations with
celebrities resulting in limited-run
items, the world of trainer invest-
ment has become an opportunity for
those with the knowhow and will-
ingness to work the markets to make

Such platforms list businesses
seeking investment from the crowd.
If you choose to invest in a firm,
you're given shares that are held
on to and managed by the platform
you're investing through. If the firm
manages to make it big, you strike it
rich and have the opportunity to sell
on or divest your shareholding in
the company, potentially for a profit.

But, as with all these things, there
is a risk that you won’t make any
money at all. The majority of start-
ups don’t deliver a return on invest-
ment, making it a difficult decision
to pick and back a winner among the
also-rans.
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significant returns. Sites including
StockX enable investors to buy and
sell rare trainers for thousands of
pounds, eking out a profit.

The secondary sneaker market is a
multi-billion-dollar business, with
platforms handling volumes of pur-
chases. Individual pairs of trainers
can sell for more than $100,000.
The problem is that, as with other
investment opportunities, it’s high
risk, high reward and the potential
money to be made has attracted
a new range of sellers looking to
sneak counterfeit trainers through
the system. For that reason, enter-
ing the sneaker market is best saved
for those who have a passion and
knowledge for all things to do with
trainers, for fear of losing out. ®
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