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Global Portfolio Holdings Bi-Weekly Commentary 
Executive Summary  
 

● The U.S places sanctions on Russia due to the nerve agent incident earlier this year. 
The initial round of these sanctions will limit exports to Russia of U.S. goods and 
technology considered sensitive on national security grounds, including electronics, 
lasers and some specialized oil and gas production technologies, according to a State 
Department official who briefed reporters on condition of anonymity Thursday. The 
official said the action could block hundreds of millions of dollars in exports. Waivers 
will be allowed for space-flight activities and U.S. foreign assistance (ref. Bloomberg). 
However, Russia threatened to retaliate such as limiting U.S. imports as well as cutting 
off rocket supplies that the U.S. needs for rocket launches.  
 

● The latest FED rate decision on August 1st left rates unchanged at 200 bps. This level is 
causing EMs some trouble especially in their debt markets (IRs are more expensive on 
new debt issues or previous variable rate issues) - tighter credit markets. The US 10-
year treasury yield recently hit 3%, the so-called “psychological ceiling,” for the first 
time in five years. This has affected EMs with high current account deficits such as 
Argentina (4.8% to GDP) and Turkey (5.5% to GDP), who have in fact both seen 
tumbling currencies (>20%).  
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● Trump’s decision on Friday to double tariffs on Turkish steel and aluminum accelerated 
the fall of the already weak Turkish Lira by almost 20% ( the currency has already 
decreased in value by almost 40% YTD.) The reaction from the global FX markets to 
Trump’s new policies caused the euro to fall to a 13-month low, pushing the US dollar 
to a one-year high. The lira hit a record of 6.87 against the dollar in the trading hours on 
Friday.  

 
Market Summary & Strategy 
Currency:  

● Long RUB/USD FX pair. Due to the U.S. sanctions on Russia, traders have pushed the 
Ruble down to lows not seen since 2016. However, we believe this is over-exaggerated 
and that the Russian economy is internally sustainable as supported by Dmitry 
Mezentsev (Chairman of the Economic Policy Committee in the upper house of 
parliament) who stated: “The law allows the government to take retaliatory measures 
that are appropriate to the sanctions pressure,” and “The Russian economy is big and 
stable enough that we aren’t scared by steps like this.” There is the potential of lifted 
sanctions, but we will start building a position if we have the information to be certain 
that most of “added” sanctions risk is no longer present.  

 
Equities:  

● Sberbank: Overweight. The Russian sanctions implemented pose great risk to 
Sberbank, since the added sanctions could include a downgrading in diplomatic 
relations, blanket bans on the import of Russian oil and exports of “all other goods and 
technology” aside from agricultural products, as well as limits on loans from U.S.  
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banks. The U.S. also would have to suspend aviation agreements and oppose any 
multilateral development bank assistance. Sberbank dropped 25% when the first wave 
of sanctions hit in April and now the share price has slumped back again to an even 
lower level after 23% quickly post-April sanctions. Thus, we would position ourselves 
as more overweight when all sanctions have been implemented, as anyway Russian 
banks and general listings hold some of the best valuations today.  

 
● Criteo-ADR: Quick growth - Overweight. The French online advertising company 

slightly scared investors off on its latest earnings call when it stated it would maybe 
face lower revenue levels in the future. Even though the company beat earnings by far 
with an EPS of $0.45 instead of the consensus earnings estimate of $0.37. However, 
revenue as stated above already fell 0.9% in comparison to the same quarter a year 
ago. With this information, and the >20% drop due to the earnings results we are now 
overweight and believe Criteo-ADR could provide a good pop in the coming month or 
so. (Heijin Capital was previously up 42% and 39% respectively on Criteo long 
positions we hold).  

 
● Chesapeake Energy: Neutral. Chesapeake recently sold their Utica Shale asset for 

~$2b, which was somewhat expected by some analysts, but still made the stock pop 
13% on the day of the announcement. Its CEO, Doug Lawler had various statements to 
make about the company’s prospects following this sale: “We have fundamentally 
transformed all aspects of the company in the last 5 years. With closure of the Utica 
transaction, we have eliminated $12.2 billion in total leverage, lowered our annual 
gathering, processing, and transportation expense by approximately $900 million, while 
erasing over $10.3 billion in additional midstream and downstream commitments. 
We've reduced our CapEx cumulatively by more than $12 billion, while keeping 
adjusted production relatively flat, and removed over $1 billion of annual cash costs.” 
 

● Micron Technology: Neutral. We are currently researching heavily into Micron’s 
convertible notes financing methods and hold reason to believe that a possible 
fraudulent scheme with UBS PWM has been structured to lower debt service costs.  
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DISCLAIMER 

 
Heijin Capital or HeijinCapital.com, is not an investment advisory service, nor a registered investment advisor, nor a capital 
management firm or broker-dealer and does not purport to tell or suggest which securities customers should buy or sell for 
themselves. The analysts and employees or affiliates of Company may hold positions in the stocks or industries discussed here. 
You understand and acknowledge that there is a very high degree of risk involved in trading securities. The Company, the authors, 
the publisher, and all affiliates of Company assume no responsibility or liability for your trading and investment results. Heijin 
Capital operates as a private family fund where we oversee several managed accounts.  
 
It should not be assumed that the methods, techniques, or indicators presented in these products will be profitable or that they will 
not result in losses. Past results of any individual trader or trading system published by Company are not indicative of future 
returns by that trader or system, and are not indicative of future returns which be realized by you. In addition, the indicators, 
strategies, columns, articles and all other features of Company’s products (collectively, the “Information”) are provided for 
informational and educational purposes only and should not be construed as investment advice. Examples presented on 
Company’s website are for educational purposes only. Such set-ups are not solicitations of any order to buy or sell. Accordingly, 
you should not rely solely on the Information in making any investment. Rather, you should use the Information only as a starting 
point for doing additional independent research in order to allow you to form your own opinion regarding investments. You should 
always check with your licensed financial advisor and tax advisor to determine the suitability of any investment. 
 
Thank you for your understanding, 
Heijin Capital Management 
    
*Past performance does not guarantee future results, which may vary. The value of investments and the income derived 
from investments will fluctuate and can go down as well as up. A loss of principal may occur.  
 


