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 “Monthly Nepse Summary of Asadh 2078” 

 

This Month NEPSE made volatility of 220.97 points. NEPSE made a high of 3022.10 and low of 2801.13 
within a Month. Index opened at 3012.95 points and closed at 2883.41 points with the loss of 129.54 points.  

 

Exponential Moving Average: 

We have used EMA's of 5 days' time period (Green line), 20 days' time period (red line). At present, NEPSE 
Index is above Exponential moving average indicates up trend.  

Relative Strength Index: 

The relative strength index (RSI) is a momentum indicator that measures the magnitude of recent price 
changes to evaluate overbought or oversold conditions in the price of a stock or other asset. The RSI is 
displayed as an oscillator (a line graph that moves between two extremes) and can have a reading from 0 
to 100. 

Relative Strength Index is currently at 53 (Neutral zone) 

This Month market statistics: 

Index Open-3012.95 points                Index closed-2883.41 points 

Index High- 3022.10 points                Index low- 2801.13 points 
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Pivot Point Standard: 

A pivot point is a technical analysis indicator, or calculations, used to determine the overall trend of the 
market over different time frames. The pivot point itself is simply the average of the intraday high and low, 
and the closing price from the previous trading day. On the subsequent day, trading above the pivot point 
is thought to indicate ongoing bullish sentiment, while trading below the pivot point indicates bearish 
sentiment. 

The pivot point is the basis for the indicator, but it also includes other support and resistance levels that are 
projected based on the pivot point calculation. All these levels help traders see where the price could 
experience support or resistance.  

Support and resistance level for according to Pivot Point. 

1st Resistance-3006 point                     1st support-2879 point 

2nd Resistance-3191 point                     2nd support-2694 point 

Nepse index is above pivot point indicating bullish sentiment. 

Monthly Nepse Summary 

    ( 15-Jun-2021 To 15-
Jul-2021 ) 

    

S.
N.  

Particulars Share Units ('000)            Amount            
(Rs. in millions) 

Change 
in 
% 

1 Turnover 514303.38 186851.94 -36.17 

2 Commercial Banks 87531.53 39872.46 -31.68 

3 Development Banks 37294.06 18795.5 -44.38 

4 Finance 26711.73 15419.01 -27.01 

5 Hotels And Tourism 5815.69 2522.35 20.5 

6 Hydro Power 84376.66 37426.46 -45.02 

7 Investment 17309.41 9905.98 -31.48 

8 Life Insurance 6479.77 8068.41 -57.8 

9 Manufacturing And 
Processing 

1753.18 6155.97 8.43 
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10 Microfinance 9862.19 15382.64 -36.58 

11 Non Life Insurance 14673.53 17007.38 -36.57 

12 Others 6229.04 10521.8 -30.88 

13 Tradings 61.12 512.07 -59.15 

14 Debentures 50.38 55.15 41.59 

15 Mutual Fund 209074.20 3029.11 136.07 

16 Market Days 0 23 9.52 

17 Market Capitalization 0 4010957.81 -4.86 

18 Market Capitalization of 
Sensitive 

0 1627686.26 -1.35 

19 Total Paid up value of 
Sensitive 

0 260743.89 -0.02 

20 Cancelled Transactions 0 0 0 

21 NEPSE Index High 0 3022.11 -0.12 

22 NEPSE Index Low 0 2801.13 2.29 

23 NEPSE Index Closing 0 2883.41 -4.71 

 

Top Ten Stock by turnover 

 

S.N. 

 

Name of the Security 

 

Symbol 

Amount Traded (Rs. 
In Million) 

1 Nepal Reinsurance Company Limited NRIC 8942.28 

2 National Hydro Power Company Limited NHPC 4879.29 

3 Himalayan Distillery Limited HDL 4788.86 

4 Nepal Insurance Co. Ltd. NICL 4676.91 

5 Hydorelectricity Investment and Development Company 
Ltd 

HIDCL 3956.98 

6 NIC Asia Bank Ltd. NICA 3935.83 
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7 Upper Tamakoshi Hydropower Ltd UPPER 3920.18 

8 Nepal Infrastructure Bank Limited NIFRA 3388.01 

9 Jyoti Bikas Bank Limited JBBL 2982.33 

10 Nepal Bank Limited NBL 2835.61 

 

Top Ten Stock by Market Capitalization 

 

S.N. 

 

Security Name 

 

Symbol 

 

Capitalization (Rs. In 
Million) 

1 Nepal Doorsanchar Comapany Limited NTC 197100 

2 Nabil Bank Limited NABIL 183195.35 

3 Nepal Reinsurance Company Limited NRIC 159400 

4 Nepal Life Insurance Co. Ltd. NLIC 138167.44 

5 NIC Asia Bank Ltd. NICA 114946.22 

6 Citizen Investment Trust CIT 114155.71 

7 Hydorelectricity Investment and Development Company Ltd HIDCL 98780 

8 Nepal Infrastructure Bank Limited NIFRA 98400 

9 Global IME Bank Limited GBIME 95399.34 

10 Prime Commercial Bank Ltd. PCBL 77037.75 

 

Top Ten  Stock by Transaction 

 

S.N.  

 

Security Name 

 

Symbol 

Number 
of 
Trades 

1 Nepal Infrastructure Bank Limited NIFRA 72001 

2 Nepal Reinsurance Company Limited NRIC 50433 

3 National Hydro Power Company Limited NHPC 48447 



 

 pg. 5 

5 

4 Upper Tamakoshi Hydropower Ltd UPPER 43983 

5 Hydorelectricity Investment and Development Company 
Ltd 

HIDCL 43388 

6 Jyoti Bikas Bank Limited JBBL 40212 

7 CEDB Hydropower Development Company Limited CHDC 36445 

8 Api Power Company Ltd. API 31590 

9 Global IME Bank Limited GBIME 29086 

10 Radhi Bidyut Company Ltd RADHI 28718 

 

Top ten stock by share traded 

 

S No.  

 

Security Name 

 

Symbol 

Number 
of 
Shares 

1 National Hydro Power Company Limited NHPC 15490 

2 Hydorelectricity Investment and Development 
Company Ltd 

HIDCL 8899 

3 Nepal Infrastructure Bank Limited NIFRA 6662 

4 Api Power Company Ltd. API 6585 

5 Jyoti Bikas Bank Limited JBBL 6441 

6 Century Commercial Bank Ltd. CCBL 6438 

7 Nepal Bank Limited NBL 6380 

8 Kumari Bank Limited KBL 5530 

9 Mega  Bank Nepal Ltd. MEGA 5523 

10 Upper Tamakoshi Hydropower Ltd UPPER 5288 
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Shares Listed  

 

S.N. 

 

Name 

 

Listed Unit 

 

Listed 
Date 

 

Type of Listing 

1 Bikash Rinpatra 2083 gha 15000000000.00 3/2/2078 IPO 

2 Shrijana Finance Limited 1151950.17 3/3/2078 Bonus 

3 Prabhu Select Fund 125000000.00 3/6/2078 IPO 

4 Sarathi Nepal Laghubitta Bittiya Sanstha Limited 4199.00 3/8/2078 Right 

5 Nepal Insurance Company Limited  920250.79 3/8/2078 Bonus 

6 Kamana Sewa Bikas Bank Limited Debenture 2087 1000000.00 2/7/2078 IPO 

7 NIBL Ace Samriddhi Fund -2  150000000.00 3/9/2078 IPO 

8 Shangrila Development Bank Limited 1303320.20 3/20/2078 Bonus 

9 Mirmire Laghubitta Bittiya Sanstha Limited 364448.35 3/20/2078 Bonus 

10 Swarojgar Laghubitta Bittiya Sanstha Limited  453421.77 3/21/2078 Bonus 

11 Nirdhan Utthan Laghubitta Bittiya Sanstha Limited 1950000.00 3/21/2078 Bonus 

12 National Microfinance Laghubitta Bittiya Sanstha Limited 554495.03 3/23/2078 Bonus 

13 Mahila Sahayatra Laghubitta Bittiya Sanstha Limited 133100.00 3/23/2078 Bonus 

14 Everest Insurance Company Limited 876744.00 3/24/2078 Bonus 

15 Civil Laghubitta Bittiya Sanstha Limited 81876.80 3/24/2078 Bonus 

16 Nepal Life Insurance Company Limited  17038098.51 3/27/2078 Bonus 

17 Deprosc Laghubitta Bittiya Sanstha Limited 1508150.36 3/27/2078 Bonus 

18 Mahalaxmi Bikas Bank Limited 2703413.96 3/28/2078 Bonus 

19 Mero Microfinance Bittiya Sanstha Limited 1448600.00 3/30/2078 Bonus 

20 Prabhu Insurance Limited 1056274.84 3/31/2078 Bonus 
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21 Development Bond 2084 cha 10000000000.00 3/31/2078 IPO 

22 Development Bond 2083 ga 10000000000.00 3/31/2078 IPO 

23 Development Bond 2084 nagh 10000000000.00 3/31/2078 IPO 

24 Development Bond 2085 gha 10000000000.00 3/31/2078 IPO 

25 Development Bond 2085 nagh 10000000000.00 3/31/2078 IPO 



 

 pg. 8 

8 

 

“Real Estate Investment Trust” 

Real Estate Investment Trust (REIT) are investment vehicles that pool investor money by adopting a 
structure similar to mutual funds. The fund raises capital from a large number of investors and the funds 
are used to buy a portfolio of real estate which is managed by the REIT. The primary purpose of such 
investment is to generate rental income over an extended period of time with additional gains due to capital 
appreciation. The Properties in a REIT portfolio may include a wide range of assets such as apartment 
complexes, residential buildings, data centers, healthcare facilities, hotels, infrastructure (in the form of 
fiber cables), cell towers, office buildings, retail centers, self-storage, warehouses etc. 

The cost of real estate has been rising drastically in major cities and towns of Nepal. Any individual who 
intends to invest in real estate must be willing to part with a sizable amount of savings/cash or must be 
willing to bear significant amounts of debt. Additionally, these individuals need to actively oversee, manage 
and maintain the properties in order to generate regular rental income. Alternatively, individuals may opt 
to purchase a plot of land and resale it to the higher bidder they find but in the long term the profitability of 
such activities in any one specific location will decrease and the holding period will decrease after the 
demand has saturated in that specific location.  Moreover, the investment to purchase a barren plot of land 
does not further contribute to the economy.   

Another alternative to gain exposure in real estate sector could be through investment in equity stock of 
listed real estate companies but such companies are not listed in the Nepal Stock Exchange (NEPSE). As a 
result, a limited number of individuals are able to include Real Estate in their portfolio. Although, most 
families of Nepal would have ownership or joint ownership of land & building which may have a different 
objective than generating regular income and capital appreciation such as agriculture or for residential 
purposes. The introduction of Real Estate Investment Trust (REITs) as an exchange traded fund (ETF) in 
the stock exchange can provide access to an asset class that is not accessible to a large number of 
individuals. REITs hold diverse assets in different geographical location which would significantly reduce 
risk to an individual investor which would not be available if that person were to invest in a single unit of 
property. Furthermore, the mechanism of a REIT makes it possible for individual investors to earn regular 
income by contributing considerably lower investments in comparison to traditional investment in real 
estate and will not have to identify, purchase, manage or finance any properties themselves.  

Usually, REITs need to pay out a certain percentage of their income (usually around 80% -90%) to the fund 
holders on a periodic basis. Similarly, it is also required to hold majority of property that can generate 
income immediately. Hence, can also works as a financial intermediator which provides liquidity to builders 
who require finances upon completion of a project to continue with its business activities. REITs also 
provide financing to the lessee.     

Types of REITs 

Typically, there are three types of REITs: 

Equity REITs: Equity REITs are the most popular form of REITs. The REITs own and manage income-
producing real estate. Revenues are from these funds are primarily through rents rather than the resale of 
property. 

Mortgage REITs: Mortgage REITs lend money to real estate owners and operators either directly through 
mortgages and loans, or indirectly through financial instruments such as mortgage-backed securities. The 
earnings of Mortgage REITs are generated primarily by the net interest margin (the spread between the 
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interest they earn on mortgage loans and the cost of funding these loans) which makes their profitability 
particularly sensitive to changes in interest rates. 

Hybrid REITs: Hybrid REITs combine the strategies of both equity and mortgage REITs in a predetermined 
ratio in order to generate interest come through mortgages along with rental income from income generating 
real estate.   

Status of REITs in International Markets 

US Markets 

The Real Estate Investment Trust (REIT) dates back to 1960 in the US after the Congress passed the REIT 
Act. The primary objective of the REIT Act was to make real estate investment available to all investors 
and to encourage the development of a broader investor base for commercial properties. Under the US laws, 
to qualify as a REIT an entity has to invest at least 75% of its total asset in real estate and derive at least 
75% of its gross income from rentals of real estate or interest from mortgage secured by real estate or from 
sales of real estate. Furthermore, REITs must also distribute 90% of their taxable income to shareholders. 
Investment in REITs has been considered as one method of hedging against inflation since a strong link 
between rents and annual change in Consumer Price Index (CPI).  

In a study that consider the data from 1992 to 2005 the annual REIT dividend growth was 8.2% per annum 
which exceeded the annual charge in the CPI in every year which was 2.3% per annum. Thus, REITs on 
average provided higher returns than the market inflation except in 2002 and 2005. In another study the 
returns generated by FTSE NARIET All Equity REITs Index and FTSE NARIET Mortgage Index were 
compared with the returns generated by the stock represented by the Russell 3000 from 1999 to September 
2016. It was found that the FTSE NARIET All Equity index and FTSE NARIET Mortgage index generated 
higher returns than the Russell 300 Index in aggregate. (FTSE Russell, 2016) 

Figure 1.1 Performance of FTSE NARIET All Equity REITs Index and Mortgage REITs Index VS Russell 
3000 

 

Source: FTSE Russell,2016 
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Indian Markets 

The concept of REITs is relatively new for the Indian market as the first guidelines were introduced by 
Securities Exchange Board of India (SEBI) in 2007. The current SEBI guidelines related to REITs were 
approved in 2014 and currently only 3 REITs are operational (namely they are - Embassy Office Parks 
REITs, Mind Space Business Park REIT and Brookfield India Real Estate Trust). SEBI mandates that 
REITs need to invest at least 80% of its funds in commercial properties that can be rented out to obtain 
rental income and the fund must distribute at least 90% of the rental income earned by the trust to the unit 
holders and these must be listed in the stock exchange.   

The current REIT structure in India has a three tier structure comprising of a sponsor, a manager and 
Trustee each of whom performs key activities for the trust.  

 Sponsor – The sponsor usually is a real estate company that owned the assets prior to the creation of the 
Real Estate Investment Trust. The Sponsor plays a pivotal role in setting up the REIT and appointing the 
Trustee. Currently, the sponsor along with the Sponsor group must mandatorily hold 25% of the units for 
the first 3 years after the formation of a REIT and then after the stake can be reduced to 15% of total 
outstanding REIT units. 

 

Manager - A REIT Manager is typically a company that specializes in Facilities Management and they 
are 

responsible for managing the assets of the REIT, making investment decisions, and ensuring timely 
reporting as well as disclosure by the REIT. 

 

Trustee – Trustees of a REIT are responsible for the supervision of the funds, ensuring that the interests 
of the unitholders are protected, review of activities of the managers and ensure on-going activities of the 
REITs are for the benefit of unitholders. Additionally, they are required to oversee the activity of the 
manager and ensure the timely distribution of dividends. 

 

Hence, the structure of REITs is similar to the structure of a typical mutual fund scheme. Furthermore, 
REITs in India have obtained a tax pass through status and hence can distribute profit to its unitholder 
without paying any taxes directly. The unitholders as the recipient of the dividend are charged dividend 
tax and capital gain tax (on short term investment) upon the disposal of units. Currently, the minimum 
investment amount in a REIT is between INR 10,000- 15,000 and the minimum units that can be traded is 
1 unit.  
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Benefits of Investing in REITs 

Steady dividends and protection against inflation: Since, REITs are required to pay high amounts as 
dividends (typically at least 80-90%) of their annual income as dividends the unitholders are guaranteed a 
dividend on a consistent basis which makes them a lucrative investment for investors looking for a steady 
stream of income. The most reliable REITs have a track record of paying large and growing dividends for 
extended periods. The returns generated by REITs are known to have exceeded the CPI and tend to move 
with the CPI. 

 

High returns: The total returns provided FTSE NARIT All Equity Index and FTSE NARIT Mortgage 
Index outperformed the returns provided by Russell 3000 during the period of 1999 to 2016. Hence, 
REITs has the potential to provide regular stream of revenue to the unitholders which may be able to 
exceed the returns provided by the stock market.  

 
 Liquidity to a sector that is fairly illiquid: Real estate investments are notorious for their illiquidity and 

may require continuous effort for a successful sale of the asset at market price. The REITs provides 
liquidity to investment in real estate sector as it is listed in the stock exchange and is freely traded on a 
regular basis. Furthermore, REITs are far easier to buy and sell than the laborious process of actually 
buying, managing and selling commercial properties. 
 

 Lower volatility: REITs tend to be less volatile than traditional stocks due to the consistent cash 
dividends provides by these funds and also due to the nature of the underlying asset. In addition to 
acting as a hedge against inflation REITs and will face lower impact due to changes any financial crisis. 
Nevertheless, the prices of the fund may fall if the prices of underlying assets face a significant stress. 
 

 Provides financing in development activities: REITs act as financial intermediators by providing 
alternative financing to the commercial property/real estate property developer. This allows smaller 
investors to take part in large projects and earn significant returns. This arrangement also enables the 
developer to transfer a certain portion of its stake to the public and develop other projects without 
completely exiting from the project. 

 
 Diversification of Investment: REITs provides an opportunity of the investor to diversify investment 

beyond stocks and bonds with significantly lower effort and low cash outlay. 
 

 Transparency and Good Governance: REITs are typically listed in the stock exchange and hence they 
come into the jurisdiction of regulatory bodies and hence REITs must abide by the guidelines/directives 
set out by the regulatory body and must go through regular audit and other form. Similarly, the trustees 
also ensure that the interest of the public/unitholders are protected adding additional benefits to the 
public. 

 
 Tax Benefit to unitholders: REITs act as a pass through entity and do not pay any taxes nevertheless 

the unitholder must pay dividend tax which is primarily generated through rental income. In the present 
context of Nepal, if REITs are provided a pass through status the unit holders stand to benefit as the 
dividend tax is 5% whereas rental tax is varies based on the local authority but usually are at a minimum 
of 8%.  
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 Regulated entity in unregulated sector:  Various governmental bodies are associated with the real estate 
sector but a single entity that oversees the investment and activities of the real estate sector does not 
exist. REITs are regulated bodies that must act formally and their introduction to the market will 
promote formal and transparent markets with all concerned and related parties. 

 

Problems/Issues in REITs 

 Fewer opportunities for compounding of investment: Since REITs pay so much of their profits as 
dividends the REITs usually do not get the opportunity to reinvest more than 10% of total profit and 
hence the size of the REITs may be restricted to its original investment and hence majority of the rental 
income and capital appreciation gains will be derived from the initial investment. REITs may raise 
further funds from the public but it is subject to market conditions and hence it may not be easy to raise 
finances at the exact point in time the funds are required. 
 

 Real Estate Sector considered unproductive in Nepal’s Context: The real estate sector of Nepal has 
been considered unproductive sector in the context of Nepal. The Central Bank of Nepal has taken 
many drastic measures to reduce exposure of banks in the real sector and tried to steer them towards 
the productive sector. In essence, land or real estate itself is not unproductive but the purpose of 
acquisition of such property and usage have a significant relevance in determination whether the 
activity is productive or unproductive. Normally, NRB’s actions were directed towards restricting the 
trend of purchasing and reselling (trading) of land without any value addition.  

 
 Tax Issues if pass through status not provided:  Currently, Mutual funds of Nepal have obtained a pass 

through status and hence are providing significant benefit to the unit holders. However, such pass 
through status may not be provided to REITs in such a case the company would have to pay higher tax 
and may reduce the efficiency. 

 

Conclusion  

REITs have become widely popular on a global scale due to the significant benefits the investors have 
received from such funds. The general perception towards Real Estate investment has been negative in the 
perspective of regulator of the monetary and capital markets. The primary objective of the restrictions 
placed by regulators has been to reduce/deter the trend of trading in such properties since such trading 
usually do not provide any form of value addition and only causes a significant increase in the price of the 
property.  

Nevertheless, real estate is a limited resource and the recovery of initial investment can be usually in 2 
forms i.e. through usage of the land/property or through sales. Since, REITs usually hold large commercial 
real estate they act as an alternative source of finance for the lessee and enables the lessor to direct more of 
its fund towards it regular business activity. The REITs must hold a majority of its property for a long time 
and the earnings are generated from rental income with periodic capital gains. In this regards, REITs provide 
a positive impact on the economy by adding value to the lessee. 

Moreover, Government of Nepal has been undertaking various activities related to land reform, land tilting, 
land pooling in order to make the cities of Nepal more sustainable and organized. The Government of 
Nepal’s Department of Urban Development and Building Construction (DUDBC), Town Development 
Fund, Kathmandu Valley Development Authority (KVDA) along with various bodies of the local 
government are involved in such activities and it is one of the major priorities of the Government.  Similarly, 
UN’s 17 Sustainable Development Goals includes Sustainable cities and communities as one of the goals 
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which has been adopted by 193 counties including Nepal.  The introduction of a REITs with an orientation 
towards supporting these activities would contribute to these goals by creating a formal and regulated 
environment. The easy accessibility and returns provided by REITs may provide a more productive 
alternative to earn profits from real estate sector. 

  

Role of REIT for Real Estate Sector Fund (PE/VC) 

REITs can play a significant role in the Real estate sector fund that Laxmi Capital Markets is currently 
planning to launch in the near future. Since, REITs may serve as an alternative method of exit for project 
which is partial in nature and the sponsor’s stake could be taken over by the subsequent series of funds that 
will be continued after the termination of the schemes. The partial exit would provide finance for the Real 
estate fund to continue with its activities while also ensuring a regular return.  

Alternatively, the Real Estate sector fund could be arranged in a Master-feeder structure. This would 
provide perpetuity to real estate holdings and would facilitate the redemption of a matured real estate fund 
which could easily be replaced another subsequent fund raised without requirement of sales of any 
substantial assets/property. 

 

 

Glossary 

FTSE- Financial Times Stock Exchange 

NAREIT – National Association of Real Estate Investment Trust (US) 

Russell 3000- A stock index that is composed of 3000 of the largest publicly traded companies in the US 
markets which represents almost 98% of all listed entities 

SEBI- Securities Exchange Board of India 

CPI – Consumer Price Index 
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“The rise of Meme Stock and Social Media based trading” 

 

Meme stocks have become infamous in recent times internationally due to the ruckus that they have created 
in the stock markets all over the world.  A stock is referred to as a meme stock if there is an observable 
increment in volume which is not attributable to the company’s financial performance but the increment in 
volume and prices is due to their hype on social media and online platforms. 

  

Meme stocks aren’t a class of stocks that are typically found in textbooks as they have come into rise in 
recent times. It has become a jargon among investors to refer to the category of stocks that have seen rapid 
growth and attention on social media channels. The valuation of the company usually is not always in line 
with the price change or the hype the stock has received in the market. Nevertheless, it would be unfair to 
claim that all the meme stocks are not worthy for investment and some of these companies have shown 
very good prospects. 

 

Typically, Meme stocks rise in popularity because of conversations held online and due to the 
circularization of any form of information regarding a particular stock. These posts and conversations tend 
to get shared multiple times leading to a hype in the said stock which causes rapid price hikes over a small 
period of time. These price rises are usually artificial as the hype is not usually supported by the company’s 
growth or performance and thus these stock are expected to crash inevitably. One primary reason for the 
advent of meme stocks has been the lockdown and stay at home provisions implemented by the respective 
Governments in order to grapple COVID-19 cases. 

 

 Internationally, institutional investors have been facing a hard time tackling meme stocks as it is clear that 
the mania surrounding meme stocks isn’t going anyway soon. The dilemma in most institutional investors 
has been regarding whether to join the crowd or to follow the principal that the institutional investor usually 
have followed. Rather that the craze in meme stocks shimmering down, it’s influence and dominance on 
the stock market has been rapidly increasing and individual investors following meme stocks is amassing.  
Due to the multifold returns gained due to joining the crowd many individual investors have begun to adapt 
the policy of investing in meme stocks to gain short term high gains. In the short run these investors seem 
to have been winning in the race globally but it is in conceivable that this strategy will not cause huge losses 
at some point in the future.   

 

Furthermore, the hype in the social media is not limited to stocks but can be seen in crypto currencies as 
well. This is evidence in the recent rise and fall of bitcoin after a tweet from entrepreneur and Billionaire 
Elon Musk another similar trend could be observed in Dogecoin.  
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The Meme Stock Cycle 

The spikes in prices in Meme stocks are fueled due to the hype created in the market about a particular 
stock. Typically, a meme stock is observed to go through four distinct phases during their cycle. 

Figure 1: Meme Stock Investment Cycle 

  

 

Early Adopter Phase: In the early adaptor phase, a handful of investors believe that a particular stock is 
significantly undervalued and begin to buy in large quantities. Their purchases induces increment in prices 
of the stocks gradually. 

 

Middle Phase: In the Middle phase perceptive individuals start to notice the increment in volume and choose 
to join the crowd. This induces significant increment in buyers for the particular stocks further fueling the 
hype in the particular stock. This induces a frenzy which causes more individuals to start buying that 
particular script which causes the stock’s price to skyrockets. 

 

Late/FOMO Phase: The hype of the particular stock in the share market spreads like wildfire across social 
media and online platforms. In this phase, individuals who are relatively new and lack strong grasp around 
stock investment also follow the craze in the fear of missing out (FOMO) on the opportunity to buy and 
earn from the stock. 

 

Early 
Adaptor 
Phase

Middle 
Phase

Late/FO
MO 

Phase

Profit 
Taking 
Phase
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Profit-Taking Phase: Eventually, the hype regarding the stock peaks after a short period. The early adaptors 
and those who joined the hype in the middle phase start booking their profits causing a selling frenzy in the 
stock which is essentially similar to the fear of missing out phase observed in that particular stock 

In this cycle, it’s the early adopters who really profit from these trending stocks and form the hype they 
receive. Once the meme stock cycle enters into the FOMO phase, it’s likely too late to make a profit. The 
prices of the stocks significantly fall after the final phase. The trend may continue in the same stock after 
another similar hype or this form of trend may become observable in another stock. 

 

Some Common jargon used by Meme Stock Investors 

Although the language used by meme stock investors may be different but the fundamental massage and 
characteristics of these investors is the same. The following are some of the very common quotes used by 
Meme Stock Investors 

“Hodl” 

“To the moon” 

“Boom Boom” 

 

Cases in the US Stock Market 

 The trend of meme stock has really caused a huge commotion in the US Stock market. The first ever 
noticeable hype of Meme stocks was caused due to a Reddit forum named WallStreetBets. A number of 
stocks have received hype in the social media in the US markets. Companies such as Game Stop Corp, 
AMC Entertainment Holdings and BlackBerry were amongst the stocks that received wide acclaim and 
have been branded by many as meme stocks. 

 

The Game Stop Saga 

Game Stop is one of the most publicized meme stock in the US stock market which rise into fame in late 
January, 2021. Game Stop is a brick and motor store which primarily sells games, gaming consoles and 
other electronic devices. Game Stop in the recent years had struggled due to competition from digital 
distribution services coupled with the economic impact of COVID-19 pandemic which reduced the number 
of people shopping in person. As a result, GameStop's stock price declined, leading many institutional 
investors to short sell the stock and on January 22, 2021, approximately 140 percent of GameStop's public 
float had been sold short, meaning that the overall sentiment of these large investors was that the company 
would go bust in the near future. 
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 In almost a David vs. Goliath like case the members of the Reddit forum WallstreetBets started to purchase 
the stock and hike up its prices after they learned that some hedge funds had shorted the stock. Hedge funds 
such as Melvin Capital, Light Street Capital, Citron and White Square Capital have borne huge losses in 
their short sell on Game Stop after rapid rise in stock prices. Essentially, the rapid increment in the prices 
of Game Stop Corporation caused a short squeeze on these hedge funds and amid this situation White 
Square Capital has announced to shut down their operations.  

 

At the start of January 2021, Game stop’s stock was priced at $17.25 which was almost been the same for 
the entirety of 2020. On January 26,2021 the price hiked to close $147.98 while the price the previous day 
was $76.79 only. On the same day, Tesla CEO and Billionaire Elon Musk tweeted regarding Game stock 
and shared the conversations in Reddit forum WallStreetBets. On the very next day the prices rose to 
unprecedented levels once again and the script closed at $347.51 then the stock reached it’s all time high 
of $483 on January 28, 2021 with a rapid fall on the same day to close at $193.60. 

 

The GameStop saga attracted regulatory scrutiny, with the House Financial Services Committee and the 
Justice Department taking a deeper look at events that led to this surge. Major brokerages, such as 
Robinhood, used by average investors used to participate in this trading frenzy restricted trading in GME 
and some other meme stocks which caused a fall in the stock prices.  

 

In consideration of the peak price point the stock gained the price raised almost 28 times in a short span of 
1 month. The company’s fundamentals had not significantly changed in this period nor had the company 
changed its business modality the overall price hike in the stock was due to the intentional targeting of a 
mob to raise prices and as a direct attack on hedge funds which had a tendency to take short positions on 
businesses that were destined to fail. This was not short of a rebellion from small investors who had been 
worng by the system for decades.   

 

 

 

 

 Figure 2: Game Stop’s price (1 Year) 



 

 pg. 18 

18 

 

Source: Yahoo Finance  

 

Cases in the Nepalese Stock Market 

There have been a number of observable rise in Meme Stocks in the Nepalese Stock Market as well. The 
overall trend and psychology of this phenomena is observably similar to the cases seen the US Stock 
market as well. There are no facilities for short sale in Nepal and no hedge fund companies as well and in 
this sense there is a slight difference in the overall scenario. Nevertheless, the target for both the markets 
have been on weak and underperforming stocks that have usually been forgotten/ignored by main stream 
and large institutional investors. 

 

Nevertheless, social media platforms such as Facebook has seen a rise in formation of various stock 
market related groups and circularization of posts and views circulated in regards to various stocks listed 
in the market with an intent to motivate investors to motivate or exit a particular stock. A similar rise in 
YouTube pages regarding investment and use of invite only mobile application Clubhouse has also seen 
very large influx of listeners to experts. Theses posts, views and conversations that have been spreading 
like wildfire in the social media may or may not have been factually correct but these have most certainly 
influenced the mentality of investors. The trend of investing based on such social media posts, views and 
conversations have gathered a large following and can be considered to be a cult. The trend of some 
public known figures along with some self-acclaimed experts have been trying to drive the stock market 
of Nepal by the use of the social media and to a certain extent they have been successful in amassing a 
large crowd.  

 

 

Conclusion 
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The trend of investment in shares in stocks based on tips and posts on social media can be found in most 
stock exchanges over the world. The followers of Meme stocks have been on the rise especially due to an 
influx of new and millennial investors who have basically used online platforms and posts to select stocks 
for their investment. The influx has been triggered due to widespread use of social media along with 
reduced spending of individual investors giving them additional cash to spare for investments.  In all 
cases, there are a few early starters who start creating, positing and sharing various information regarding 
a stock along with their biased personal views regarding the particular stock along with a cue to invest or 
sell a particular stock. Once these posts go vial they gain wide acclaim and followers because the stock’s 
price rises and almost creates a cult like following for any one person or group of persons.  

 

The meme stock cycle is quite vicious and actually relives on small investors lacking proper financial 
education as the prices rise after the masses starts to follow the trend and investors who buy at the peak 
may not actually every recover their investments. Solely from an ethical stand point the online posts made 
by individuals with the predatory intention to earn large sums of money while causing financial duress to 
others is quite wrong. On the other hand, the feasibility of continuation of this trend must also be 
questioned and also raises questions regarding the financial awareness and education the education 
system over the world has delivered.  

 

Furthermore, this situation has caused confusion and inductiveness amongst institutional investors and 
regulators as well. Globally, regulatory bodies are quite unable to counteract these phenomena effectively 
based on their current legal framework and many did not even had forecasted a rise in such a herd 
mentality of small investors who now have been coined as meme stock investors. Similarly, institution 
investors have been indecisive regarding whether to follow the trend and incorporate meme stock posts 
into their investment strategy or to follow their traditional investment strategy in the hopes that they will 
be able to outperform the market in the long term. In any case, the trend of meme stock investment may 
not die down very soon and so easily unless there is a fundamental change in the spending habits of these 
small investors or till any significant financial change or event occurs that will shake this trend at its core.   

 

Key Terminology 

Meme: "an idea, behavior, style, or usage that spreads from person to person within a culture; an amusing 
or interesting item or genre of items that is spread widely online especially through social media." 

Millennial: Individuals born in between 1981 and 1996 (ages 24 to 39 in 2020) are considered a Millennial  
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 “Airbnb” 

Airbnb is a marketplace where travelers get to stay at the property listed on the site by the local hosts. A 
person who has a spare room can list his property on the website and the person who is travelling to that 
particular location can book it and get to have a unique experience offered by the host.  

Airbnb business model 

Airbnb is based on an aggregator business model. It is a network model where the company collects the 
data about specific good/service providers, make the providers their partners, and sell their services under 
its brand. Since the aggregator is a brand, it has to provide services which have uniform quality and price. 
This is done by signing up a contract with the partners. It as an asset-light model where we earn a 
commission for the services provided without owning any inventory. 

People having vacant space at their home and willing to earn some extra money can list their rooms on 
the website and earn some extra bucks. Also, the key differentiator is they sell experience and not just 
space. Many travelers want to feel like home once they go out to travel and explore different countries. 
The travelers get a local like feel and also feel light on the pocket as compared to hotels. 

Airbnb also has personal profiles and rating/reviewing systems that help the travelers make an informed 
decision about the hosts and what is on offer. Hosts too can decide and have a choice about whom they 
have to rent out their space. These help to build trust and reputation in the community. Besides the 
travelers and hosts, the Airbnb business model also includes a huge network of freelance photographers in 
all major cities of the world. They visit a property and get high-definition photographs of the 
property. These high-definition photographs improve the click-rate and help in getting more responses. 
Airbnb pays these photographers directly. 

How Airbnb Earns? 

The main income comes from the commission on every booking made. The property owner can list their 
properties for free.  The booking and monetary transactions are carried out on the Airbnb platform. The 
company mainly earns from these transactions in the following ways- 

From the hosts/owner of the property: Airbnb take-offs flat 10% commission from hosts for every 
booking done through the platform.  

From the Travelers/Guests: Airbnb charges an amount up to 20% of the booking total that is set as a 
service fee by Airbnb for travellers for every confirmed booking. This fee is non-refundable 

From Airbnbmag: Airbnbmag is a magazine product that the company has added. The $15 magazine is a 
result of the partnership between Airbnb and Hearst. The motive is also to help the traveler discover the 
place through the locals’ eye. 

Airbnb Services: Airbnb also provides services like for which it charges a flat 20% commission from the 
person who provides it. 

Marketing Strategy of Airbnb 
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Marketing is an essential part of any business. Airbnb have used following strategies to get their product 
out there to numbers of people.   

Influencer Marketing 

Influencer marketing means promoting your product/service through social media influencers who have 
the audience. It could be YouTubers, Social Media celebrities, bloggers and even movies stars. In 2015, 
Airbnb hosted a ‘floating house’ publicity stunt on the Thames River in London with a variety of related 
events including a #FloatingHouseParty where attendees were encouraged to live stream, take pictures 
and splash the night all over social media. The resultant coverage turned out to be massive resulting 340 
press pieces in the UK alone, which translated into over 70,000-page hits, 10,000 new users, and more 
than 200 million social impressions.  Airbnb has also partnered with several celebrities in return for some 
social media love. 

Quality imagery 

Airbnb understands the importance of high-quality images and that’s why they offer all of their hosts’ free 
professional photography to maintain consistency across their media. They even spend more money on 
production than promotion because they understand that better quality content will always get more 
engagement. Travel lovers use Airbnb because they feel inspired by what they see in the beautiful 
pictures on the Airbnb website. 

Community building 

Airbnb knows the value of community building and hence focuses on building trust through regular 
communication, detailed profiles and strong reviews. That makes the engagement phenomenal. Another 
advantage is booking a room with Airbnb is just a matter of a few clicks if we compare it with the 
conventional hotels that include a longer process. This is one of the reasons customer keep coming back 
to the website. It is also the authenticity of the experience that makes Airbnb such a successful 
community. Hosts go out of their way to make their home their guests’ home with detailed local 
knowledge of the best eateries, transport links and hidden gems. 

Brand partnerships 

Airbnb has shown us number of times that collaborating can provide some serious exposure and generate 
a lot of buzzes. Successful Airbnb partnerships include KLM Royal Dutch Airlines, UK bookstore chain 
Waterstones and even the French government. 

The brand crossover has to offer something unique, something you can only offer together. 
For example, with KLM a contest was created where the winners could spend a free night in a luxury 
‘Airplane Apartment’. With the French government, it was a night in the Paris Catacombs at Halloween, 
which helped raise the profile of a lesser-appreciated French tourist spot. 

 
 

Airbnb statistics 
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Airbnb has 31 offices across the world. 

Around 400 million guests have been hosted since the company’s launch. 

Over 150 million users are on the platform. 

Airbnb has more than 5 million listings worldwide 

53% of travellers use Airbnb because of price 

Airbnb has a total of 21 acquisitions to date related to its business. They are constantly improving their 
product for the good of both hosts and guests. 

Airbnb has raised a total funding of around 4.4$ billion till date in 15 funding rounds. 

Millennials account for roughly 60% of all guests who have ever booked on Airbnb. 

There’s million-dollar insurance coverage for an Airbnb host 

Airbnb users can book 1.9 million listings at any given time 

Airbnb has a total of 1000-5000 employees. 

The website has monthly traffic of around 86,570,491 with a monthly visit growth of around 3.99%. 

Cost of renting an average home on Airbnb is cheaper than a single hotel room. 

Airbnb has spent $23.5 million and counting on advertisement in the U.S 

Airbnb has a total of 21 acquisitions to date related to its business. They are constantly improving their 
product for the good of both hosts and guests. 

Airbnb has raised a total funding of around 4.4$ billion till date in 15 funding rounds. 

The company had a profit of around $93 million in the year 2017 and has reported a profit in the year 
2018 as well. 
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Source: 

https://lapaas.com/airbnb-business-modelcase-study-how-airbnb-works-and-earns-money/ 

 


