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Foreword
Firstly,
following
the
tendency
of
September's Newsletter, in this month’s newsletter,
we can see the rebound of the global economy.
Economic indicators seem to show a recovery In
Europe, according to the IMF, the Eurozone GDP is
expected to grow 5% in the current year, following
this movement is Portugal, where unemployment is
decreasing, reaching the lowest point since 2003.
However, Germany is not following this path.
Climate change challenges and the reduction of
consumption may be at the center of this problem.
In this newsletter, we can also see the analysis in
other corners of the world.
In the Economic Calendar, forecasts point
to a higher consumption from families which leads
to the development of the GDP. The HICP is
expected to grow until the end of this year, next year
the inflation is estimated to decline to 1.7% and
1.5% in 2023. The energy inflation and the rise in
some costs, resulting from the disturbances in the
supply chain, are drivers that are expected to be
seasonal and disappear until 2022.

Second, the PayPal and Paidy merger for
approximately $2.7 billion is analyzed. PayPal
plans to expand its capabilities since the pandemic
provided the increase in digital payments. The
Paidy and PayPal merger seems to be the perfect
marriage considering they both operated in the
payment service industry.
In addition, we can see the IPO of
Healthcare Triangle, a company that is looking to
reinforce its position. The number of stocks issued
reached 4.7 million, with a price target of $4/share.
The price target was hit but did not stay there for
long which can be seen in the IPO section.

Finally, a big milestone was reached in the
cryptocurrencies market. On the 19th of October, it
released the first Bitcoin ETF, on the NYSE. It is the
first Bitcoin ETF traded in the US financial markets,
and it is under the ticker $BITO.
Have nice readings and bold investments,

The Financial Newsletter Team
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Macroeconomic Overview
More than a year after
the start of the pandemic we are
starting to see the rebound of the
global economy derived from the
efforts that all countries have
made to bring their economy up
again after major stoppages.
When taking a look at the
Portuguese economy we can
see that unemployment is
decreasing,
being
its
expectations for 6.5% for 2022,
according to OECD 2022,
achieving its lowest value since
2003. Regarding the public
deficit, it is expected to stay at
4.8% for 2021, and the public
debt expected is 130.08% of
GDP,
according
to
the
predictions made by the IMF.
However,
the
Portuguese
government's expectations are a
bit different, according to what
was agreed on in the State
budget for 2022, a deficit of 4.3%
is expected and public debt is
expected to go towards 126.9%
of GDP. Employment is also a
factor that is contributing to this
rebound, as it has been growing,
and is expected to grow 1.8%
this year.
Now looking at Europe,
according to the IMF the
Eurozone GDP is forecasted to
grow 5% this year, majorly due
to the contribution of many
powerful economies which are
also recovering from the
pandemic.
However,
some

economies are not doing as well
as expected, for example,
Germany, from which the
German Economic Institutes cut
the GDP forecast by 1.3 points,
due to the “foreseeable lower
economic growth due to a
shrinking labor force resulting
from the climate change
challenges and the reduction of
consumption that will come with
it.”
Moving towards the US
economy, we can notice that its
GDP forecasts were also cut, in
this case by Goldman Sachs,
which
dropped the GDP
estimate from 5.7% to 5.6%, for
2021, and from 4.4% to 4% in
2022., although this might not
seem like a huge cut for 2021 the
2022 one is quite large,
representing 10% of the initial
growth estimate. However, this
cut doesn’t necessarily mean
that the American economy isn’t
growing as we can see that
unemployment fell by 0.4% last
month, and is currently at 4.8%.
To further contribute to this
growth, we can also take a look
at the retail sales, as they grew
0.7% in the past month, beating
the expectations.
Now taking a look at the
Asian market, we can notice that
Taiwan and China are currently
under great tensions as Taiwan
is predicting a possible attack
from China soon. This could

heavily
damage
the
relationships between China and
the US since the US has troops
deployed in Taiwan to help on
the defense in case an attack is
made, this would be a great
issue as it would involve two of
the most powerful economies of
the world and possibly damage
trade between the countries.
Another worrisome topic is the
Kerala floods, in India, which
derived from heavy rains that
caused the rivers to overflow
cutting off towns, villages and
even killing people, this can
potentially be worrisome for
many industries as they have
factories in India, and might
have severe delays on the
reception of products due to the
reduced number of workers or
even lack of access to the
factories.
By analyzing the African
economy, we can see that the
Sub-Saharan Africa GDP is
planned to grow 3.3% in 2021,
and 3.5% in 2022, according to
the World Bank. However, the
South
African
young
unemployment has reached
74%, which is highly worrisome,
as a lot of human resources are
not being employed, which can
result in lower GDP growth for
this specific area. The lower
growth, when compared to other
continents, can be partly
explained by the fact that only
half of the 52 African countries
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that had received COVID-19
vaccines had fully vaccinated
just 2% or less of their
populations, meaning that the
economy is still dealing with the
pandemic consequences and
hasn’t been able to reach its full
potential yet.
And finally, by taking a
look at the Latin American

economy we can see that its
GDP growth expectations for
Latin
America
and
the
Caribbean were increased by
the World Bank, in its yearly
report, having gone from 5.2% to
6.3%, due to the “strong
recovery of its major trading
partners, low global lending
rates and the prospect of
another
commodity
super-

cycle”. The major contributors to
this growth are Chile, Guyana,
and Peru, which are all expected
to reach double-digit growth in
their GDP by 2021.
Sources:
Reuters,
Jornal
de
negócios, UK Parliament, US bureau
of Labor Statistics, US news, BBC,
News 24

Economic Calendar
Economic Outlook
The fast recovery of the
economy that we are facing is
not an astonishment. In fact, the
relief of the restrictions imposed
by the Covid-19, the lower
transmission of the disease, and
the wide rollout of the
vaccination are the main drivers
for this recovery, and it is looked
at with good eyes by the
families.
Indeed, after this atypical
period of extra savings made by
the families, households are not
forced to save anymore.
Therefore, this means that the
families don’t have to smooth
their consumption and they will
spend more, which leads to the
development of the GDP.

In line with ECB, it is
expected a real GDP growth of
5.0% for this year. It represents
a huge disparity when we
compare it with last year’s real
GDP growth, which was -6.5%.
This climb is mainly led by the
intensification
of
private
consumption that is justified by a
significant drop in the savings
rate and tougher real income
growth. Also, it is expected that
the pre-crisis level of private
consumption will be surpassed
in the first quarter of 2022. The
projections for the following
years are 4.6% in 2022 and
2.1% in 2023.
In addition, it is important to
refer that, although the forecast
for Portugal made by Banco de
Portugal put its GDP level
growth below the Euro Area,
4.8% for 2021, it is expected that
Portugal surpasses the Euro

Area performance in the
subsequent years, 5.6% for
2022 and 2.4% for 2023.
Regarding
the
US
economy, the forecast made by
S&P Global Economics is in line
with what was forecasted for the
Eurozone
economy
–
is
expected real GDP growth of
5.7% for this year, 4.1% for
2022, and 2.5% for 2023.

Inflation
Eurozone
Harmonized
Index of Consumers Price
(HICP) is expected to grow until
the end of the year, aiming its
peak at 3.1% in the last quarter.
Afterward, it was forecasted a
decline in the subsequent years
to 1.7% in 2022 and 1.5% in
2023. The peak forecasted for
the last quarter of 2021 is a
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repercussion of some temporary
factors that are expected to
disappear in the beginning of
2022 – such as the recoil in the
energy inflation rate, the setback
of the German VAT rate drop,
and the rise in some inputs’ cost
(as a consequence of some
supply disturbances and one-off
re-opening effects on services
prices).
It is important to point out
that it is predicted that the
Portuguese environment will not
have the same decreasing
pattern of the HICP as the one
expected for the eurozone in the
subsequent years. However, it
will remain constant at a lower
level in the next years, around
1.0%.
In the U.S. is expected a
small general increase in the
price of goods and services in
the next years. The forecasted
Consumer Index Price (CIP) is
2.3% for 2021, 2.4% for 2022,
and 2.5% for 2023.

Labor Market
According to ECB, it is
expected for the eurozone
seasonally
adjusted
unemployment rate to stay at the
level of 7.90% during this year.
For the next years, it was
predicted a continuous reduction
in this rate, targeting the level of
7.70% in 2022 and 7.30% in
2023. This pattern demonstrates
the worthy effort made to fight

the covid-19 pandemic, where
the economies are recovering
with a good stride, leading to
more
consumption
and
investment, and thus, more
growth and employment.
For Portugal, it is projected
that unemployment stays around
8% in the next years, 7.8% for
this year, 8.1% for 2022, and
7.8% for 2023.
Looking into the US
background, it is expected the
same pattern that is been
occurring since the 2008 crisis, a
continuous decrease in the
unemployment rate year over
year, with the exception of 2020.
It
was
forecasted
an
unemployment rate of 5.5% for
2021, 4.3% for 2022, and 3.6%
for 2023.

Central Bank Decisions
Besides the good efforts
made to fight the Covid-19
pandemic
and
its
consequences,
the
good
recovery of the economies, the
ECB will wait to see the natural
behavior of the economy – it is
expected a sustainable increase
in the prices - before it decides
to tighten monetary policy.
If everything goes as
intended, the ECB will stop the
net purchases under the
Pandemic Emergency Purchase
Program (PEPP) by the end of
March 2022. After that, the ECB

will return with its Quantitative
Easing (QE) measures. For that
reason, it is not expected any
measure from the ECB since it is
foreseeable that the ECB will not
stop the total net asset
purchases before the end of
2023, and thus, it will not raise
rates until the end of 2024. In
addition, to maintain the longterm yields below zero for some
time, the ECB will hold a large
part
of
the
eurozone’s
government bonds.
On the other hand, the
paradigm faced by the US was
not easy. They were divided
between funding the U.S.
government and increasing the
debt ceiling. However, if nothing
was decided before Sept. 30, the
federal government would be
closed and it would cost a
fortune, around $1.8 billion
(annualized). Although it would
have any impact on the nominal
GDP, it would affect the current
inflation, generating another
problem for the FED.
With respect to the US
monetary policy, it is expected a
slowdown in the monthly bond
purchases by the government
and an increase in the interest
rates until the final of this year in
order to fight the levels of
inflation that are been higher
than its target.
Sources: ECB, Banco de Portugal,
S&P, BBC, Statista
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Investment Banking
M&A Deal of the Month: PayPal and Paidy
On the 7th of September of
2021, Paypal Holdings, Inc
announced that they have
agreed to merge with Paidy for
approximately
$2.7
billion,
mainly in cash. After this
acquisition of the Japanese
company, the positions of CEO
Riku Sugie and the executive
chairman Russell Cummer are
maintained, and also Paidy will
still continue to have its brand
and maintain the operations of
their existing business. Through
this acquisition, Paypal plans to
expand its capabilities since the
pandemic allowed for demand in
digital payments to boom, with
that the company plans to
strategically take full advantage
of this opportunity that has been
presented. This will allow Paypal
to expand to a country that has
an online shopping volume of
over $200 billion.
Paypal Holdings, Inc. is an
American-based
financial
technology
company
that
conducts and processes online
payments worldwide and even
processes payments for online
vendors. These online money
transfers act as an alternative to
the traditional bank transfer of

money such as checks, paper
money, etc. The company has a
wide portfolio of payment brands
which include Venmo, Braintree,
and Honey. Paypal currently
operates in more than 200
countries with about 400 million
active users. The company went
public in 2002 and is currently
listed on the NASDAQ stock
exchange with the ticker PYPL.
Paidy is a Japanese
company that was founded in
2008 in Tokyo that received
funding from Visa and also
Goldman Sachs. Paidy has an
online software platform that
provides its users with a buy
now, pay later solutions and
related financial services. These
solutions provided by Paidy are
oftentimes used by online
vendors and were even used on
Amazon.
By
implementing
Paidy’s
solutions,
many
merchants are able to increase
their revenues since the number
of conversion rates tends to
increase since consumers are
presented with another method
of purchase.
The method of buy now, pay
later offerings are growing in

popularity as it starts to be
implemented by big firms such
as Amazon, moreover, this
solution's rise was accelerated
by the pandemic and according
to payment analysts, this type of
payment is most used by
younger customers. Paypal sees
the potential of this method and
how it can be scaled and Paidy
also sees the potential benefits
in merging with a bigger and
more established company such
as Paypal in the similar field. The
founder and executive chairman
of Paidy even stated that “There
is no better home for Paidy to
continue to grow and innovate
than PayPal, which has been
removing friction from online
shopping for more than 20
years".
In terms of the closing
conditions, the transaction is
expected to be closed by the end
of the year and will be minimally
dilutive to the earnings per
share. The Bank of America will
act as Paypal’s financial adviser
while Goldman Sachs will be
Paidy’s.
Sources:
TechCrunch,
Financial Times

CNN,
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Initial Public Offering: Healthcare Triangle
Healthcare Triangle is a
company that strives to reinforce
healthcare
progress
and
innovation, the company had an
Initial Public Offering on October
13th of the current year. The IPO
was led by a sole book-running
manager EF Hutton, which is a
division
of
Benchmark
Investments, LLC. The number
of stocks issued reached 4.7
million with a price target of $4
for each share. On its first day of
being a public company, its price
increased
initially
reaching
$4.19. However, this growth did
not last for long since it ended
October 13th with a price of
$3.47. Additionally, the following
days maintained this downward
trend and the price is currently at
$3.05 (27% decrease since the
first day). The company market
cap is at 105.819M, to follow up
on this company its ticker is
HCTI.

Healthcare Triangle was
founded in 2020 as the result of
a merger of two companies, one
intrinsically related to the
healthcare business and the
other a more innovative cloudbased
company.
Both
complementary in their own way
the result is a company that
utilizes Blockchain technology to
improve healthcare information
storage and its services. More
specifically: data management,
develop analytical insights into
the company’s own operations,
and
delivering
measurable
clinical,
financial,
and
operational
improvements.
Healthcare Triangle is invested
in fastening healthcare progress
by giving companies in the
sector by offering tools to reach
their objectives. It accounts with
69 workers as of today, with
experience
and
extended
background in both healthcare
and technology areas.

This is an extremely new
company and accounts for a few
disadvantages of it. Illiquid
shares as of result of a lack of
knowledge of the company and
low experience in the public
traded market. The company
also accounts for not wellcovered interest payments and a
high level of non-cash earnings
that are a drawback. On the
other hand, its revenues grew by
14.4% in the past year, the
company has a below industry
average Price to earnings ratio
and is settled in a sector
projected to grow in future years.
Digitalization is a key area for the
future as well as a necessity for
companies that want to thrive in
current market conditions.

Sources: Nasdaq.com, Bloomberg,
Yahoo Finance

Hot Topic
Bitcoin ETF
After recent weeks of the
most famous cryptocurrency
approaching record highs of
$60,000, a big milestone was
also achieved. This sudden
increase in price can be due to
the fact of more Institutional
Investors buying it, even besides

a bearish sentiment from JP
Morgan Chase’s CEO. October
has brought a powerful mark for
cryptocurrency investing. On the
19th of October, it was released
the first Bitcoin ETF, on the
NYSE. ProShares, a provider
specialized
in
offering

exchange-traded
products
based in Bethesda, Maryland,
was
responsible
for
this
innovation of cryptocurrency
investing. It is the first Bitcoin
ETF being traded in the US
financial markets and it is under
the ticker $BITO.
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As it was seen, it was
merely a matter of time until this
investment hot topic could
merge furthermore into the
financial world.
As for the approval of this
product, there were considered
several limitations of bitcoin, with
the fact of it being highly
unregulated the most important
of them all. There were previous
proposals of Bitcoin ETFs in
previous years, with them being
denied. The SEC was extremely
hesitant of letting an ETF that
follows an unregulated market to
the public, fearing that it could be
susceptible to manipulation and
fraud. This is one of the main
obstacles to the creation and
offering of these types of ETFs.
As in terms of popularity, it
seems an excellent idea for a
provider like ProShares to offer
an option that capitalizes on the
recent growing popularity of
ETFs and the enormous
exposure that cryptocurrencies
have had in the last few years,
especially bitcoin. Creating an
exchange-traded fund that can
trail bitcoin’s price movements
seems to be the ideal for making
this innovative, yet it makes for a
difficult connection between
cryptocurrencies
and
the
financial world. Investors can
benefit from this ETF, by cutting
out other limitations associated
with cryptocurrency investing,

such as security methods and
storage complications.
So how does a bitcoin ETF
work? First, an ETF is an
exchange-traded
fund
that
usually has a basket of different
assets as a way for investors to
minimize risk, save on trading
fees and for a bigger simplicity in
buying and selling individual
assets. There can be ETFs
related to specific markets,
different assets, commodities,
enterprise sectors etc. On the
other hand, a Bitcoin ETF does
not focus on a basket of different
cryptocurrencies but only on the
most famous of them all, Bitcoin.
It may appear strange to only
have a specific asset on an ETF;
however, it serves some
different purposes. As it was
previously mentioned, security
methods
and
storage
complications are practically
non-existent when an investor
uses the ETF as opposed to
buying the digital coin itself. One
major-difference and game
changer for the cryptocurrency
area can be the simplicity of
short selling the ETF, one thing
that can be more difficult when
investing directly into the Bitcoin
market. By combining ETFs and
cryptocurrency, we get the
easiness of short-selling the
underlying asset of the fund. On
the other hand, an ETF can be a
simpler and more sustainable
way for current investors to enter
the cryptocurrency market, as
they
already have some

experience with these types of
funds and know how they work.
As ProShares CEO Michael
Shapir stated: "We believe a
multitude of investors have been
eagerly awaiting the launch of a
bitcoin-linked ETF after years of
efforts to launch one."
This new ETF brings with
itself the possibility of more price
increases in the coin, as it
becomes a more mainstream
investment and easier to access.
Other coins that have a high
price correlation with Bitcoin
may also benefit from this crypto
revolution.
For future projects, the
market
tendency
supports
normalization
of
different
cryptocurrency ETFs.

Source:
CNN
Business;
Yahoo Finance, Investopedia;
The New York Times
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Our Team
ISCTE Trading & Investment Club (ITIC) is a non-profit student organization of ISCTE
Business School, who promotes training and research in Finance and Investment. The
club intends to train the best professionals in the industry and promote its analysts by their
commitment to producing useful and truthful information and analysis based on excellence.

#FinancialKnowledge
More content in www.itic-iscte.com

Disclaimer: All content present in this newsletter has only an informative nature and should not be seen as financial advisory of any sort.

