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Global Macro shorted 5.08MM USD worth of the Egyptian Pound (EGP). The EGP
spot was shorted on 7 October 2022 at $19.65. The position remains open, with
the current spot price sitting at $24.04 as of 31 October 2022. Open P&L on the
EGP short is at 949K, a return of 18.67% 

While the rest of the world was just beginning to recover from the Pandemic,
Russia invaded Ukraine, delaying the process of economic recovery which
subsequently put many economies in jeopardy. Egypt's economy was one of the
economies. 

Egypt was in dire financial straits: a third of its population lived in poverty; following
the war, inflation increased at an exponential rate; and Egyptians were struggling
to meet basic needs such as food and fuel. Egypt's foreign reserves were also
depleting. Egypt also saw a sharp decline in government imports due to a lack of
foreign reserves. In fact, the government tried a variety of methods to save on
forex reserves, including limiting how much Egyptians can withdraw when traveling
abroad. Because of the currency shortage, traders began accepting payments in
USD rather than EGP. The IMF and Egypt held their first talks in March. The talks
resulted in the statement that even if Egypt was given a loan, it would not be able
to survive economically for much longer and would need to make changes.
Following this, the currency falls from 15.7 to 18.27 overnight. It was a sharp and
significant drop. This was expected, as we saw the same thing back in 2016 when
the IMF granted US $12 billion to Egypt. Egypt's exports increased as a result, and
foreign exchange reserves poured into their money market. However, this
stimulus was not enough. On 27 October 2022, the IMF and the Egyptian
government agreed to grant Egypt US $3 billion in Extended Fund Facility. Egypt
decided to raise interest rates by 200 basis points and switch to more flexible
rates just hours before this announcement. The Egyptian pound fell to $22.99,
close to its black market value of $23. Since the beginning of the year, the EGP has
lost 48% of its value against the USD. This should reduce imports while increasing
exports, allowing Egypt to regain stability.

Position:

Rationale
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Can you briefly expand on your experience to date
in the field of finance?

After graduating from Dal with an MBA in 2013, I worked
as an equity portfolio manager with the HRM Pension
Plan for two years. During that time I completed the CFA
exams and obtained my Charter. Looking for a change, I
left the pension plan and moved to Emera Energy (the
power and gas trading arm of Emera), and have had
progressively more senior roles here ever since, leading
to my current position as a gas trader in our Canadian
and Southeast US gas businesses.

What is one piece of advice that you would give
your pre-graduate self?

I guess for me, the advice I’d give would be to not get too
stressed about not securing a good job prior to (or
immediately after) graduation. I attended Dal prior to the
CRMBA time, and I didn’t have the kind of summer job I
was hoping to find between my first and second years,
then struggled to find the kind of first job I was hoping to
get upon graduation. I remember being very stressed for
months, wondering if the investment I had made was
going to pay off. Finally I lucked into an interview with the
HRM Pension Plan (from a random ‘coffee and chat’ email
to the CEO), got that job, and have been able to work
hard and progress my career successfully since then. So
yeah, moral of story in my mind; work hard, meet lots of
people, get yourself out there, (hopefully) have some luck
on your side, and the career stuff will sort itself out.

With the situation in Europe unfolding, the
tightness in your New England operations, among
other current drivers of Natural Gas demand, do
you see ESG being put to the side, or will it
continue to be a point of focus?

Yes, I think in many ways, mostly in Europe, but in New
England as well, ESG will take a backseat when politicians
/ decision makers are faced with the potential of their
constituents facing blackouts or freezing in their homes.

We are witnessing this reality most definitely in Europe
and the crisis they’re seeing with their energy supply. This
has been seen in many ways, but one that jumps to mind
occurred this past summer when the EU Parliament voted
to include gas and nuclear as ‘sustainable energy’, thus
being eligible for various tax/investment incentives that
previously had only been available to production sources
such as solar and wind. Closer to home, an example that
comes to mind is with the Mystic Generating Station
outside Boston. Mystic is a large gas-fired power plant that
serves a not-insignificant portion of the power load in the
region, and was tapped by its owner to be
decommissioned (for environmental as well as economic
reasons) in 2022. In peak cold conditions, the power / gas
markets in New England are extremely tight, and thus the
grid operator in New England stepped in and ordered that
the plant not be decommissioned until alternatives could 
 be implemented to replace the plant’s lost power output.
These are but a couple examples demonstrating how
environmental concerns can take a short-term backseat
when gas or power grid reliability is in question. 

Where do you find some opportunities to be had in
the Natural Gas space after such large returns in
2021 and thus far in 2022?  What is your 3-year
industry outlook?

Natural gas prices have been on a big roller coaster ride
since I started trading the commodity two years ago. In the
last two years US gas futures (NYMEX) have gone from $2,
to almost $10, to the current ~$5 level. European gas, and
the spot physical gas that we specialize in across various
North American locations have all seen similar volatility.
The two biggest factors driving this volatility is the interplay
between geopolitics (Russia’s war in Ukraine and the
corresponding loss of Russian molecule to the continent)
and a very large expansion of US shale gas production.
While gas is a global commodity, in many ways Europe is
on an island of its own, with little production and limited
import ability (shockingly, Germany, Europe’s largest
energy user, has zero LNG (liquified natural gas) import
ability), previously relying almost exclusively on Russia to
meet its energy needs. Against this backdrop, in the
medium term, I still see pain ahead (higher prices /
opportunity to be long) for European gas. In North
America, at current levels, the supply demand balance
seems to be much more in equilibrium, with upside risks,
as always, if bitter winter weather materializes.

Alumni Spotlight:
Andy Fraser, CFA
Emera Energy, Natural Gas Trader 
Dal MBA '09



Uniper: The First Domino
to Fall in Europe's Energy
Crisis
Adam Chulsky, Portfolio Manager, EIR
Adam.Chulsky@dal.ca

On the morning of February 24, 2022, Russia invaded
Ukraine, and the EU quickly placed sanctions on
Russia in various areas, including the service,
aviation, and energy sectors. Energy from Russia is
vital to Europe. In 2021, two-fifths of natural gas
burned by Europeans, and more than a quarter of
the EU’s crude oil came from Russia. Breaking it
down even further, 55% of Germany’s natural gas
came from Russia before the Russian invasion,
making it one of the most dependent EU countries
on Russian energy products. As a result of Russian
aggression, the German energy sector found itself in
trouble, and the unfortunate company to feel the full
effect of these implications was Uniper (UNPRF). 

Uniper was founded in 2016 after E.ON split into
separate businesses. The company quickly became
Germany’s largest gas importer, with a gas portfolio
of around 400 TWh (terawatt-hour) long-term
contracted gas volumes. This quantity of gas is
enough to heat 22 million homes within Germany.
Unfortunately for Uniper, most of its gas came from
Russia due to contracts signed with Russian energy
giant Gazprom. In April, Uniper reported Q1 earnings
which showed a $3.2 billion net loss for the quarter
due to impairments related to the company’s
business in Russia and its involvement with the Nord
Stream 2 pipeline. The pipeline was finished but was
awaiting certification before it became operational.
Furthermore, the project is owned by Gazprom, but
Uniper and three other non-Russian companies paid
for half of its construction. Due to the lack of Russian
gas flowing into Germany, Uniper had to purchase
gas on the spot market to fill capacity but at the cost
of losing billions of dollars. By August, the company
informed shareholders of the more than $12 billion
loss incurred over the year’s first half. 

Uniper was bound to enter insolvency and put the
entire German energy sector at risk of a collapse. In
July, Chancellor Olaf Scholz came to the rescue of
Uniper and the German energy sector with an
original bailout of $15.3 billion, the largest corporate
bailout in Germany’s history. 

This agreement resulted in the German State buying 30%
of the company and raised Uniper’s credit line from $2
billion to $8.2 billion. However, by September, Uniper’s
situation continued to deteriorate as Gazprom halted gas
flow to Europe. As a result, the German government was
forced to step in again, giving an additional $14.95 billion.
Under this agreement, the German government bought
out the 56% stake in Uniper’s parent company Fortum
(FORTUM), resulting in the government owning around
98.5% of Uniper. This move by Olaf Scholz is an attempt
to protect the German energy sector and shield
consumers and companies from increasing energy costs.
In addition, the government also implemented a $196
billion price cap on energy. Overall, Uniper has lost
around $16 billion in market cap since the invasion
started and has seen its stock price fall 93%. 

Uniper was the first company to take on massive losses
due to the tension between Russia and Europe. However,
they will not be the last, as Europe is in for a harsh winter
in all industries. 
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The Most Important
Company You've Never
Heard of
Noah Hitzig, Co-President
Noah.Hitzig@dal.ca

In recent years, you have no doubt heard of a global
shortage of semiconductors which is affecting everything
from car manufacturing to iPhone production. Moreover,
you have likely heard of TSMC, Intel, and Samsung,
working extremely hard to increase their microchip
output. However, it is more complex than turning a dial if
one hopes for more chips to come off the assembly line.
There is an extremely complex supply chain for both the
materials and equipment needed to produce advanced
semiconductors, the most important of which is the
lithography machine that prints the chips on silicon
sheets. For the most advanced chips, like the ones found
in your phone and computer, there is only one company
that makes lithography machines capable of printing
such complex microchips: the giant Dutch company
ASML (NASDAQ: ASML). 

ASML started as a subsidiary of the electronics company
Philips, where ASML set itself apart from the pack at the
very start. Soon after they were founded in the early
eighties, they took a chance on a new and extremely
advanced way of making microchips that no other
company was willing to gamble on, a process called
lithography.
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Lithography works by shooting streams of molten tin,
out of a specially designed nozzle, after which a 50-
kilowatt laser hits the tin, vaporizing it twice per
second. The ensuing explosion results in ultraviolet
light at a wavelength short enough to print 5
nanometer circuits on the silicone. And to add to the
complexity, all of this must be done in a vacuum in
order to maximize the amount of ultraviolet light
hitting the silicon. The extreme precision of the
lithography machine is so precise it would be the
equivalent of shining a laser from the moon and
hitting a quarter on earth. 

With such accuracy needed, a ten-year head start on
lithography and numerous patents places ASML firmly
out of reach from any of its competitors. And so,
ASML’s manufacturing output acts as a bottleneck for
the supply of advanced chips such as those
demanded by the producers of computers, missile
guidance systems, and other advanced technologies. .
This monopoly has made ASML an extremely
profitable company. ASML went public on the
Amsterdam Stock Exchange and the New York Stock
Exchange in the 1990s. They currently have a market
cap of $190 billion and are one of the top 50 most
valuable companies on the planet. So why haven’t we
heard of them? 

You likely haven’t heard of ASML because it is an
extremely niche company focused on only one
product. In fact, ASML only has three customers, as
each lithography machine costs roughly $200 million.
Therefore, only Intel, Samsung, and TSMC can afford
them. Yet in 2021, they sold 309 machines, more than
they could produce in a year. Furthermore, as chip
manufacturers strive towards three-nanometer chips,
the only lithography machine that will be able to print
them will be ASML’s next generation machine which is
currently under production. Thus, if the world
continues to run on silicone chips, ASML will continue
to be the most important company people haven’t
heard of. 
 

Price of the Yen
Shashank Mukundan, Portfolio Manager, Global Macro 
Shashank.m@dal.ca

The FX carry is a strategy where a higher-yielding
currency funds a trade with a lower-yielding currency.
The Japanese Yen (JPY) has been a clear winner for carry
trades this year as global yields have lifted after the
Covid-era of zero rates. The JPY is down 30% year to
date due to opposing monetary policies between the
FED and the Bank of Japan (BoJ). The BoJ does something
called Yield Curve Control (YCC). As the name suggests,
YCC is controlling the shape of the sovereign curve via
interest rate targeting (through open market
transactions, i.e., central bank bond buying/selling).
While US 10s have touched 4% at the time of writing this
article, the BoJ has been freely buying Japanese
government bonds in a meager effort to stimulate the
economy. The BoJ owns 67% of Japanese 10s, with their
yield fixed at 25bps. USDJPY (number of Yen that buy a
dollar) started the year at ¥115 and is now at ¥148,
breaking way past the psychological ¥135 mark in
August and at a 20-year low. 

Japan just had an 8-year high inflation reading in
September. That number was 3%, while the latest annual
growth figure was 1.6%. Inflation is low in Japan because
they are a manufacturing economy with relatively low
dependence on imports. They have also done one of the
best jobs in hedging out energy price volatility via long
term contracts. However, this still doesn’t justify the
years of low and negative growth since their Banking
Crisis in the late 90s. Many are trying to figure out the
cause of stagflation, and Japanese central banking has
remained a mystery for many years. This remains among
the most debated case studies in macroeconomics. Still,
the BoJ remains persistent in its policy stance of keeping
rates low to try and stimulate the economy while every
other central bank has been tightening due to multi-
decade high inflation numbers. 

Will there be a BoJ pivot? Recently it was observed that
the BoJ tried to intervene in the FX markets for the first
time since ’98 by selling dollars out of the FED’s foreign
repo facility to prop up the Yen. The FED’s repo facility 
 allows foreign authorities such as the BoJ to store a
bunch of their cash while it earns interest, and when
they want to use those dollars, they can just withdraw
the money. This is better than selling treasuries as that
would affect markets. Nevertheless, this was of very
small magnitude and the policy barely moved the Yen.
But it showed that authorities at the BoJ were not happy
with their currency being beaten down along with all the
additional speculation.
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We have seen in many cases that FX intervention is not a
long-term fix, and in fact does the opposite of what it aims to
achieve as a country depletes its reserves for when it really
needs them. Japan, the largest holder of US treasuries
($1.2T) is not selling them (yet) to prop up the yen. Such a
policy would hike US yields a little further and would only
widen the spread between Japanese and US 10s, which is
currently around 375bps.

OPEC - Oh No! 
Monica Conohan, Junior Analyst, Global Macro 
MConohan@dal.ca

Here are a few statements from BoJ’s latest monetary policy
meeting that took place on October 28, 2022; they show no
signs of a pivot (Source: Bank of Japan): 

The Bank will continue with Quantitative and
Qualitative Monetary Easing (QQE) with Yield Curve
Control, aiming to achieve the price stability target of
2 percent.
The Bank will purchase a necessary amount of
Japanese government bonds (JGBs) without setting
an upper limit so that 10-year JGB yields will remain
at around zero percent.
In order to implement the above guideline for
market operations, the Bank will offer to purchase
10-year JGBs at 0.25 percent every business day
through fixed-rate purchase operations, unless it is
highly likely that no bids will be submitted.
The Bank will apply a negative interest rate of minus
0.1 percent to the Policy-Rate Balances in current
accounts held by financial institutions at the Bank.

Neither are there any signs of a pivot, nor is there any
forward guidance in those statements, which is why I would
still bet on the Yen dropping lower as the market continues
to depreciate the Yen purely on fundamentals. TINA and
fleeing to the dollar in fear of an upcoming recession is
another reason I feel confident that the Yen will drop lower,
but I will certainly leave room for the unpredictable. 

BoJ Headquarters in Chūō, Tokyo

The last bullet point refers to Japan’s overnight rate,
which has remained at that level since 2016, a reminder
that the BoJ has remained withdrawn from FED decisions
while choosing to do things its own way. In contrast, a
country like India has raised rates to keep up with the
FED just so the INR doesn’t devalue, even though India’s
debt to GDP is around 60% compared to the 130% in
the US (FYI - Japan’s is around 224%). 

Earlier this month, OPEC Plus decided to cut oil
production quotas by 2 million barrels a day, a figure
representing 2% of typical daily oil production for OPEC
members. This decision, reached by the 23 oil producers
of OPEC plus, comes into effect starting November 1st,
2022. The choice to make this cut has been the subject
of global criticism and speculation, as it causes both oil
prices and geopolitical tensions to rise.

OPEC, the Organization of the Petroleum Exporting
Countries, is comprised of the 13 most prominent oil-
exporting nations, led by the most dominant member:
Saudi Arabia. OPEC Plus is an extension of OPEC,
forming an even broader and more powerful coalition
with ten members, including Russia. Given that they
control over half of the global oil supplies, there are few
comparable alternative sources, and oil still dominates
the energy sector; OPEC Plus dominates the world oil
market in price determination. 

The choice to cut oil production may have legitimate
economic motivations for Saudi Arabia and other OPEC
members. Nonetheless, the American government has
perceived the OPEC Plus decision as being a geopolitical
alignment with Russia and in support of their economy.
Hence, coupled with Biden's lament over the move, it is
safe to assume that the US is not happy. With supplies
slashed, inflated oil prices would improve Russia's
position in continuing efforts in Ukraine. As the 2nd
largest oil exporter in the world, dealing with sanctions
has significantly shrunk their economic position, thus
weakening their war efforts. As we know, Europeans and
Americans alike are already feeling the strain of higher
oil prices recently. Particularly in Europe, though,
countries like Germany may be unable to sustain
through further reduced oil supplies and a rise in prices
compounded by a lack of Russian shipments. 
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A PM following the top-down approach will prioritize the 
analysis of microeconomic and macroeconomic
implications, and will then look at the sectors that they
believe will outperform given those factors, leaving the
fundamentals of a given business as a secondary
consideration. For example, in a recessionary economic
environment, a shrewd investor might choose to buy
stocks in the consumer staples sector, since consumer
staples are widely known to outperform in these
economic conditions.
 

The bottom-up approach to investing is underpinned by 
the idea that markets are inefficient. This approach tells 
us to begin the decision-making process by narrowing our 
focus on individual stocks and their fundamental 
considerations while deemphasizing the 
macroeconomics. In other words, it tells us that a great 
business can perform in bear markets relative to the
market at large. Bottom-up approaches can be either
value-oriented or growth oriented. The growth-oriented,
bottom-up approach looks for undervalued stocks by
identifying companies with higher growth rates than
others in the market. A growth oriented PM tends to have
a higher portfolio turnover (i.e., they buy and sell more
often). 

The value-oriented approach aims to uncover 
undervalued stocks with little emphasis on market/ 
economic conditions. For example, a PM will tend to find 
stocks with a low P/E ratio trading below book value.

Benjamin Graham may be considered the pioneer of
value-oriented, bottom-up investing. Graham’s strategy
tells us to select securities that sell for 66.67% or less of
their net current asset value. 

Markets became aware of Benjamin Graham’s method,
making it less useful now. However, Warren Buffett (one
of Benjamin Graham’s postgraduate students at Columbia
University and an extraordinary example of a value-
oriented bottom-up manager) takes a different approach
insofar as he calculates a company’s intrinsic value and its
weighted average cost of capital. In doing so, Buffet can
analyze a business’ fundamental soundness, thus
lessening the need to broadly diversify one’s holdings,
which tends to lower returns relative to a concentrated
portfolio of well-performing stocks. By this logic, it is the
spread between value and price that is the most
important determinant of whether a security meets the
selection criteria. Finally, by maintaining a long-term
approach to investing, we can minimize the impact of
transaction costs and use the power of compounding
returns to maximum advantage.

The Bottom-Up and Top-
Down Approaches to
Equity Investing
Chris Lauer, Portfolio Manager, FCT
Chrislauer@dal.ca

Under all this increased pressure, countries like Germany
might be forced to accept resuming the consumption of
Russian oil. The choice to cut oil production may have
legitimate motivations for Saudi Arabia and other OPEC
member's economies. In America, although the US has oil
exports, this global shift in oil supply and prices hurts
American consumers and producers, not to mention the role
prices at the pump can end up playing in overall economic
health. As midterm elections close in, Biden is justifiably
feeling pressure to react. President Biden has called the cut
“short sided” and Washington is angry. As of now, the US
government has warned of consequences. Who’s to say what
those might be, but it will definitely be something to watch
out for. 

When looking at bottom-up and top-down approaches to 
investing, which investment strategy a Portfolio Manager 
(PM) should choose depends on their belief about market 
efficiency. While market efficiency is a big topic in and of 
itself, I will summarize it as follows: Under the belief that 
markets are efficient, all currently available information 
about a company is reflected in its share price. 
Conversely, if you believe markets are inefficient, it follows 
that the share price of a given company does not reflect 
the currently available information about that company. 



“Buy Now Pay Later” or BNPL is a type of short-term
unsecured personal loan that allows you to defer the cost
of any purchase by splitting the payment into smaller
installments over time without paying any interest on
your purchase (in most instances). It is a shift away from
credit cards, where the consumer typically would pay up
to 30% monthly if they can’t afford something. With the
rise of fintech, increasing customer acquisition costs, and
the rise of e-commerce, Affirm, Klarna, and Afterpay have
exploded in popularity and have mass marketed this new
form of consumer spending. In the 1800s, short-term
personal loans were used for things that could not be
paid for in cash, such as farming equipment. Nowadays,
BNPL has become a tool for people to purchase things
that they simply cannot afford. Companies like Afterpay,
Klarna, and Affirm are all eager to lend you money so long
as you have a photo ID and an address. In the past, it
would have taken a lengthy application with many
qualifying factors to receive access to this type of
payment method. Today, BNPL takes only 2 minutes,
effectively streamlining the application process and
removing almost any barrier to entry. 

You might think that as long as you pay your loan when it
is due, you have no problems. Right? Not really.
Responsible consumers who can afford the products they
buy will face off against vulnerable consumers who have
been misled into believing they can afford something.
Giving merchants the erroneous impression that
customers have more purchasing power can potentially
lead them to raise prices or switch to selling high-ticket
products. Overall, this would hurt customers as things
become too expensive. Subsequently and of greater
concern, people will shop less, leading to less aggregate
demand. 

Buy Now Pay Later, a
Warning Sign?
Kyle Stammers, General Member
Stammerskyle@dal.ca
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What is the Catch?

Affirm, Klarna, and Afterpay fundamentally build and
manage these multi-billion-dollar portfolios, filled with
millions of short-term unsecured consumer loans each
year. If most of their portfolios were filled with high-
interest, 12-month loans, those portfolios would give
beneficial returns on paper. Still, it would also mean that
they are inherently riskier, with a large portion of the
borrowers being subprime and liable to higher risk of
default. 

Subprime borrowers pay the highest interest rates on
loans. If payments are made on time and in full, then
interest-bearing subprime loans will become a BNPL
company's most profitable asset post-payment. However,
lending to too many subprime borrowers is very risky. If
the roof caves in while the majority of loans are issued to
subprime borrowers, these multi-billion dollar loan
portfolios will become worthless. In order to prevent this,
BNPL companies try to balance prime loan and subprime
loan exposure. Although prime borrowers are much more
likely to repay their debts, they are different from the
target consumer for BNPL. Prime borrowers will generally
have the means to buy in cash or already have access to
good credit. Since BNPL companies need a balance of
both prime and subprime borrowings, they will offer 0-
interest loans to attract prime borrowers. They are
offering 0% at a loss to maintain stability and decrease
the risk of the roof caving in. Because of this lack of
profitability, companies are actively investing in creating
other revenue streams - even going as far as offering
savings accounts.

This way, these companies can become the lender and do
not have to worry about the interest rate that a bank
would charge. BNPL companies are trying their best to
improve transactional economics by making them more
profitable. One of the ways of becoming more profitable
is by not borrowing money to loan, instead using balance
sheet deposits as funds to advance loans to customers.
BNPL companies will try their best to increase the
percentage of self-originated loans as much as possible,
since simple interest and merchant fees are not enough
to sustain the business model. 

BNPL companies end up losing money on their most
popular 0-interest loans. Under these 0-interest loans,
BPNL companies must borrow money at a higher interest
rate than what they lend it out for, an unavoidable
expense of these appealing online loans.Consequently,
one may be tempted to ask - indeed appropriately - “Why
do these businesses continue to provide this choice?”
Because they have done a vintage analysis and have been
able to forecast future risk and extrapolate the type of
borrowers in a loan portfolio based on previous losses
and default rates.  GlobalData, BNPL Market Value
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BNPL companies often package and securitize parts of
their loan book. BNPL companies will charge these
investors a servicing fee so that loan sales and servicing
fees go hand-in-hand. While the sale of debt derivatives
can be very profitable for BNPL businesses, one cannot
help harkening back to the subprime mortgage crisis in
2008 when overly accessible debt acted as a ticking time
bomb on the basis of rate adjustability. Everyone recalls
what happened when cheap debt became more
expensive debt.. This bubble’s impact upon its burst left
banks with trillions of dollars of worthless investments in
subprime mortgages. The recession that followed cost
millions of people their homes, jobs, and savings. Of
course, there's a big difference between buying a $400
jacket from Arc'teryx and getting a $400,000 mortgage.
But BNPL companies are moving in a scary direction
reminiscent of 2008. Packing and selling subprime
consumer loans as securities to Wall Street is a
potentially hazardous move, especially now that the
market is tight, borrowing costs are gone up, and BNPL
businesses are scrambling to make a profit. Furthermore,
in a high risk premium environment, borrowers are more
likely to service large debt such as mortgages and auto
loans than they are to worry about smaller, unsecured
BNPL loans. . Even though no recession is the same, the
fundamental factors that might cause a decline in the
economy are consistent. Artificially inflated expenditure,
consumption that is out of one's means, excessive debt,
unsustainable growth, and asset bubbles are all present.
Yet, despite inflation, layoffs, reduced output, and rising
interest rates, consumers remain solvent and are
therefore defying reason by spending more than ever.

Why is this Scary?

Future Outlook

Even though the current scale of a BNPL bubble is much
smaller than that of the 2008 mortgage crisis, I believe
that the exponential growth and adoption of these
models, especially with young consumers, is a stark
warning about money spending decisions and the risk of
a debt snowball. The real threat lies in the expansion of
this business model into other categories, namely rent,
groceries, and even car repair bills; things that are
essential and should be paid for in cash. In conclusion, I
fear two things about the state of BNPL as a model: firstly
that consumers (especially those who are less financially
literate) are too quick to embrace BNPL without
considering the risks of becoming debt slaves and
secondly that BNPL businesses might face a rude
awakening when the cost of purchases made using 0-
interest debt becomes more of a burden to their balance
sheets.

Rick's Rant: 
Books ... or Not
Rick Nason, PHD, CFA
richard.nason@dal.ca

Anyone who knows me knows that I think books are “it.”
Non-fiction books are a wonderful source of curated
information and knowledge. The movers for the many
moves in my career also know to their chagrin, that I am a
book hoarder – as does my long suffering wife. Since I was
5 years old and the Saint John library staffers visited my
grade one class and gave a presentation about libraries
(and processed our new library cards), books have been
my “Alexa.” 

It is a beautiful Saturday morning in late October as I sit
down to write this rant. As soon as I finish this blob (blog
is much too fancy a term for these scribblings), I will repair
the back deck with a book (Leadership: Six Studies in World
Strategy, by Henry Kissinger). In case anyone is interested,
there is only one thing spoiling my next two hours of
reading stimulation (before college football starts): The
thought of students probably crushing the books (likely
accompanied by a crushing headache from last night), as
the midterm break nears. Which, of course, means
midterm deadlines and exams. Oh, it feels good to look
back on those days with the knowledge that it is all in the
rear-view mirror, and that my current reading is done
solely for pleasure and intellectual stimulation rather than
urgent necessity. 

DALIS members have heard my rants that the difference
between your situation now and in five years is a direct
function of “the books you read and the people you
meet.” (Note – this is a phrase that I stole from a popular
corporate trainer in the 1960s named Charlie
“Tremendous” Jones. Yet another example of wisdom that
I captured through books.) I am a huge fan of developing
cognitive diversity by meeting people and reading books.
In fact, I make a habit of reading books that I think I will
not like. (How are we developing if we only read books of
one genre?) For instance, I care little for political history;
thus the Kissinger book was on my reading list. I have
almost finished the book, and I loathe to admit that I
really liked this book, and once I started it, I read it with
relish. In fact, a quote from the book was going to be the
basis of this rant, but I figured the nuances of the quote
were better suited to a live rant. (Sorry – you will just have
to go to the DALIS meeting to hear it. To stimulate
curiosity, the rant involves Kissinger’s interpretation of an
Oswald Spengler essay.)



As an author of seven books (and counting), I am
obviously biased, but I lament book’s demise. I
understand the convenience of getting instantaneous
information from an online search, but a whole lot of
nuance is lost in doing so. Furthermore, a lot of “collateral
learning” is also lost.There are few things more dispiriting
to a university professor to realize that students believe
that they can just Google assignment answers. (They can’t
– they just believe they can. Last week’s finance “cheer-
ups” aptly demonstrated that point.)In my not-so-always-
humble opinion, I believe that university students would
be so much better served if they were banned from
Google and other internet sources of information for the
duration of their university education. I am not an
information Luddite; I am just a worried old grump who
has been watching the decline over the last 30 years.

A book published by a reputable publisher (not a self-
published vanity project or, worse, a book published by a
special interest publisher) is something that has been
curate—not by in-bred self-important academics, but by
the world of public discourse, and editors with “skin in the
game.” It is a competitive world, where only a
comprehensive set of worthy and/or interesting ideas will
see publication (as opposed to a blog, or a blob, which
much too frequently is a series of half-baked random
bloops such as this rant).
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Yup – I am a fan of books. However, I want to get back to
this nice sunny day, and thus I want to finish this blob by
discussing a quote from the number one selling book of
all time, according to Google. (That’s right, I do not follow
my own advice 100%. Sadly, I also need secular
verification before the politically correct police get on my
case.) The quote is: “Of making many books there is no
end, and much study wearies the body.” (Ecc. 12:12 NIV)

Yup – this lover of non-fiction books is indeed
encouraging students to put down the books while the
sun shines and go enjoy an unbelievably sunny and warm
late October day. While there is much to be gained from
books and established learning from reading the
thoughts and history of others, there is also much to be
gained by doing, living, and existing in the moment.
Paradigm shifts do not come from books. Lived
experience always has more colour and realism than
experience gained through reading. It is as hard to learn
about management through a book as it is to get a
scrapped knee by reading about a backyard touch
football game. 

Have fun everyone and blame your lack of academic
reading during “Reading Week” on me. 
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