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Tuesday 26th January, it's early morning here
in the UK and still night in the US when Aurelio,
a friend of mine, texts me.

Aurelio: “Dude, what is going on with Game
Stop? Last week some people on Reddit said
they were gonna shoot GME (ticker for Game
Stop) to the moon, to $1000 per share! So, |
bought a few at $45 on Friday..."

| had not heard anything about Game Stop, so
| start by checking the share price: it closed at
$77 yesterday, +285% in the past two weeks!
Ok, something’s off. | spend a few minutes on r\
wallstreetbets to geta grasp of what apparently
is suddenly becoming a coordinated action in
one of the largest online communities. | see
people yelling stuff like “Let’s get GME to the
moon!’, “We own you, hedge funds!’, “HOLD
TILL $1000 — AT LEAST” and loads of “YOLO”
(i.e. you only live once). Some people are even
posting screenshots of their six digit $-gains
made over just a few days. | can get back to
Aurelio now. He's no investment expert, yet
he’s smart enough to understand what's going
on.

Lorenzo: “Aure, it seems as if a bunch of people
are trying to inflate Game Stop's share price.
They are buying (and pressuring others to buy)
high volumes of shares and out-of-the-money
call options which, given GME’s small size and
low liquidity, should push prices higher. On
top of that, there seems to be a high short
interest (elevated number of short positions,
that would gain from a share price fall) out
there that might serve as catalyst. In fact, the
higher the share price gets, the more hedge
funds lose money on their short positions,
which eventually will need to be covered, i.e.
hedge funds themselves will be buying shares,
which will exacerbate the price rally.”

A:“So... like an avalanche?”

L: “Yes, avalanche. What Redditors are doing is
pure speculation though, based on the hope
that someone’s going to want to buy after they
do. The more hype they create around Game
Stop, the more people are going to want to
buy, the more the price goes up, the more
hype this creates etc...so in practice it's a self-
fulfilling prediction!”

A:“Then I'd better buy more, surely | will make
more money!”

L: “Well...you might, but even avalanches
eventually stop. You just need one little
obstacle, one tiny reason for a momentary
price contraction, for many of that crowd
to lose hope in the rally and to start selling,
causing a collapse pretty much thanks to the
same dynamics that generated the rally in the
first place. Hype and herds giveth, hype and
herds taketh.”

Fast forward to two days later, it's the morning
of the 28th and GME closed at $347.

A: “Told ya it was gonna go to the moon. I've
gained 8-fold”

L:“Happy for you mate! Selling it now?”

A:“No way, more people will buy! Redditors are
suggesting to hold to at least $1000, because
hedge funds have not closed their positions
yet! They have been right so far. | will sell later
on’

Today it's Monday 8th February, the share price
closed last Friday at $72. | have not heard from
Aurelio since.

One thing | have learned at Momentum is that
investing is not about sending assets to the
moon, fighting against hedge funds or pulling
price predictions out of thin air. Certainly, it
is not about following random advice. All we
trust is data, research, experience and while we
can't control the risk we embrace, we certainly
can decide which risk not to take.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark Il

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment Services Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and  professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred to in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any  use,  dissemination,
distribution  or  reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +8522827 1199
Fax +852 2827 0270
belvest@bis.hk
www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free  as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



