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Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 26,469 +1.47% -8.31% 

S&P 500 Index 3,215 +1.91% -1.30% 

NASDAQ 10,363 -0.27% +13.98% 

10-yr Treasury Yield (% yield) 0.59% -0.05% -1.29% 

WTI Oil ($/bbl) $41.29 +2.96% -32.60% 

Bonds $119.28 +0.68% +5.86% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG) 
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Sector Analysis 
Are Airline Stocks about to take off again? 

 
The airline industry has been one of the hardest hit industries by COVID-19, with air traffic 
periodically down more than 80% due to travel restrictions. However, even though we think air 
travel will not rebound to the pre-COVID levels for years, maybe even decades, we identified one 
segment of companies in the airline industry that could outperform markets in the coming years: 
cash-strong low-cost airlines in Europe and Asia. We identified the following catalysts: 
 
Increased regional tourism 
As there are still significant global travel restrictions in place, many people opt for regional 
destinations as their travel destinations. This behavioral pattern is amplified by attempts by 
people to help their own country’s economy and fiscal measures that encourage regional travel. 
The big players in the low-cost, regional tourism sector are usually regional low-cost airlines, so 
we expect them to face a stronger rebound than premium, long-haul airlines. 
 
Less-affected customer profile 
The current shift towards work-from-home will reduce the demand for business-class seats, as 
companies learned that Zoom, Teams and other WFH technology can very well replace in-person 
meetings. Moreover, many UHNWIs increasingly opt for chartered planes instead of first-class 
tickets to avoid contracting COVID. In the demographic group of low-cost airlines such as low-
income families and students we should only see a minor pullback in demand, as the EUR30 
round-trip tickets people get from companies such as Ryanair is hardly a financial burden for 
anyone. 
 
Bargaining Power 
The coronavirus crisis also took a toll on airports and aircraft manufacturers. Boeing and Airbus 
posted several months with 0 new orders and shrinking order books. Airlines with strong balance 
sheets, such as Ryanair, can use this opportunity to renew their fleet at a bargain. The same is 
true for other expenses such as airport fees, where airlines may be able to negotiate deals that 
will sustainably reduce operating costs of airlines. 
 
Low Fuel Prices 
COVID-19 initiated an unprecedent push towards green energy, which will ultimately result in 
lower demand for oil. The airline industry is one of the few industries that cannot be replaced by 
green technologies yet, thus we expect them to improve their profit margins over the coming 
years due to lowering oil prices 
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Heijin’s Take 
Our main pick in the airline industry is Ryanair (LON:AIR), as it has a large cash balance, which 
allows it to survive the current pandemic and benefit from bargains. Moreover, it mainly operates 
in Europe, a region that is making solid progress in containing the virus and opening up the 
economy. Another one of our favorites is AirAsia (KLSE: AIRASIA) which holds a similar position 
to Ryanair, but in Asia. 
 

Sector Analysis  
3D Printing 

 
The 3D printing market is a promising sector that is still in its infancy, but already has the potential 
to greatly improve the quality of goods and productivity of many of the world's leading industries. 
Most notably in the aerospace, the healthcare, the tech and the automotive industry. In 2019 the 
3D printing market was valued at roughly $12 billion USD, and the sector is expected to grow 
rapidly at a CAGR of roughly 15% over the next decade.  
 
3D printing is an industry that is yet to find its apex as many of its capabilities are still unknown.  
Initially the potential applications of 3D printing were relatively unknown. However, as the 
industry has grown both in capability and market value, we have begun to see the real benefit to 
that 3D printing could have to all aspects of our lives. In healthcare for example, medical printing 
was once a fantasy, but now prosthetics are regularly specially made for patients. Thus, allowing 
their skin color, personal preference and all the miniscule differences between patients to be 
considered thereby greatly improving patient's wellbeing.  
 
On top of that, 3D printing also has a lot of potential to help pharmaceutical companies make 
patient specific drugs as well as increase the efficiency in the production of medical implants. 
An example of the potential this sector has is as simple as your daily vitamins. Nourished labs 
allow customers to design their daily vitamin pill so the ingredients are uniquely tailored to your 
body's needs and vitamin deficiencies. One only has to complete as simple quiz to determine 
your needs and your specific daily vitamin requirement, which is then 3D printed into one unique 
tablet and posted directly to you. Of course, this is only your daily vitamins, however companies 
like this showcase the potential 3D printing has in the medical world and beyond.  
 
So what companies has Heijin been following in this sector?  
 
Stryker Corporation (NYSE:NYK)  - is a Fortune 500 MedTech firm based in Michigan, USA.  
Stryker's products include implants used in joint replacement and trauma surgeries; surgical 
equipment and surgical navigation systems; endoscopic and communications systems; patient  
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handling and emergency medical equipment; neurosurgical, neurovascular and spinal devices; 
as well as other medical device products used in a variety of medical specialties.  
 
Stryker Corp has been one of the world’s largest and most innovative medical tech companies 
for the past 80 years. NYK realised the potential 3D printing has for the MedTech industry and 
thus embarked on a program of R&D and M&A, with $400m invested in 2016, a partnership in 
2017 with GE Addtive to provide 3D printing machines and materials, a $1.4Bn acquisition of a 
leading 3D spine implant company, K2M in 2018 and in 2019 a $200m investment into their R&D 
facility in Cork, Ireland.  
 
From their R&D activities, they have developed their proprietary Tritanium, which is a highly 
porous titanium material designed for bone in-growth and biological fixation. Their 3D printing 
process allows Stryker to create a material with precise and randomised porous structures that 
resemble cancellous bone, a type of spongy bone tissue. A porous matrix is specifically 
engineered to create a better environment for cells to attach and multiply within the structure for 
spinal applications. In contrast to the previous technology that was available that was only based 
on cage like basic structurers that were not optimised for cells to attach to.  
 
The company has had high quality earnings growth over the past five years (20.9%) and the firm 
is expected to continue on this trajectory into the next decade with future earnings growth 
estimated at a similar level. The company has a strong return of equity and assets compared to 
the industry and their debt is well covered by their cash flow. In Stryker we see a forward thinking, 
industry leader who has the ability to invest heavily in R&D which will even further propel them 
in years to come. 
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Investment Analysis 
Sysco’s Post COVID-19 revival 

 
The majority of consumers may have never heard of Sysco before, but it is the supplier for most 
of the food served in the hotels, restaurants, hospitals, universities, and schools they go to. Some 
in the United States may even go as far as saying that their food supply chain would not work 
without Sysco.  
 
Sysco is in fact the largest food distributor globally and the company is this year more than 50 
years old. They deliver goods and provide services at over 650,000 customer locations and 
generate in excess of US$60bn in annual sales (and US$1.7bn in FCF for FY 2019, which is fairly 
substantial for the small margins in the food supply/distribution industry). 
 
The table below shows the breakdown of their product range (from the 2019 Sysco Annual 
Report). As shown, their product range is well diversified, which protects Sysco from shifting 
trends/themes in the food industry. Such as the rise of plant-based diets or a focus on fresh 
produce that are classified as Bio/Organic.  
 

 
 
The table above shows the breakdown of their customer base (from the 2019 Sysco Annual 
Report). In contrast to the product range, here we can see that Sysco is very dependent upon 
restaurants, which resulted in a significant reduction in sales for the past two fiscal quarters of 
2020 due to the COVID-19 lockdown. Therefore, once lockdown restrictions begin to ease even 
more globally and as we approach the “New Normal”, Sysco should become one of the biggest 
beneficiaries.  
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At Heijin, when looking at large caps and industry leaders we try to lookout for corporations that 
have a key driver – whether that is a concentration in their customer base, product range or other 
that has recently faced an extreme situation (+ve or –ve). From our past investments this has 
turned out to be a resilient way of picking large caps that usually are more dependent on the 
overall market performance rather than their less volatile business activities.  
 
Due to COVID-19 many businesses have looked at more unconventional ways of reducing their 
cost of sales and other OpEx. Sysco’s cost cutting turned out to be effective as they’ve shed 
US$500m in costs this quarter. This was in majority led by the workforce cuts whereby they let 
go of c. 33% of their previously 69,000 employees. More specifically, Sysco reviewed more 
efficient ways to deliver goods and faster routes for their fleet of delivery trucks, which is one of 
the largest in the United States. Moreover, as discussed in the prior commentary, COVID-19 has 
driven companies to develop more resilient and adaptable business models. For Sysco, this 
crisis was the nudge to make them realize that they were too reliant on restaurants. They 
therefore expanded in the deliveries to grocery stores and even singular consumers. In the long-
run, these are all positive actions that were taken by Sysco’s management team.  
 
Currently, Sysco is in a very strong position with a solid balance sheet and in excess of US$6bn 
in liquidity. This should provide Sysco the ability to become even more dominant and gain more 
market share from smaller players or startups that may not have successful traversed this crisis. 
On top of that, their more agile and renewed customer base coupled with their current dominant 
longstanding customer base should enable a swift recovery.  
 
As we approach the “New Normal”, which may be delayed by a couple months in the US due to 
the resurgence of cases then Sysco will step-by-step get back on its feet. In the end, the market 
is a discounting mechanism so if we project ourselves 6-18 months from now, Sysco will gain 
from their more active restaurant customer base. As we can see from the chart below the number 
of open restaurants is still below the pre-COVID-19 level but is edging up month-by-month (chart 
from Open Table Industry Data). This data coincides very well with the latest sequential weekly 
sales in April in Sysco’s Q3 filing (shown below). 
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Commodities 
How High Will Gold Go? 

 
At the time of this writing, gold is trading just a few percent from its all-time high of $1,920 in 
2011.  A more exposed U.S. dollar coupled with negative real interest rates, worries over the 
economic cost of the pandemic, and swelling political tensions have both gold and silver heading 
for their biggest annual gain in a decade. Silver, which surged 20% over the previous couple of 
days, has received added support from traders betting on a revival in its industrial capabilities 
and demand, given extensive stimulus measures worldwide. Gold, on the other hand, does not 
have any significant industrial value. Apart from decoration, electronics, and dentistry, the only 
real use of gold is to finance major wars. Governments stash it not because of its function as a 
regular currency, but because when the bombs are raining down, other nations will trade for gold 
even while they refuse all other payments. It's primitive money for abnormal times. We can all 
agree that gold has entered into one of the most prominent bull rallies it has ever seen, but the 
million-dollar question is, when and where will it stop? 
 

As with most asset types over 
the last couple of months, 
gold's future price depends on 
two main factors. Firstly, 
inflation - as yet the scale of 
what happens next is unknown. 
Secondly, and more 
importantly, how quickly the 
economy will recover because 
global COVID lockdowns are 
still rolling and their end is 
indeterminate. As such, the 

need to print money to shore up countries' enormous budget deficits are yet to be defined. On 
the economic side, U.S. jobless claims data Thursday showed the first increase since March in 
filings for unemployment insurance, another sign of a slowdown in the economic recovery from 
the coronavirus. Global investors are also weighing further tensions between China and the U.S. 
after China vowed to retaliate for the U.S. closing its consulate in Houston. Expectations for 
another round of U.S. stimulus also helped gold. Economists predict that $1 trillion or more 
would be needed to avert U.S. disaster as a follow-up to the $2 trillion package already injected 
into the economy earlier this year. 
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When interest rates are zero or near zero, gold becomes an attractive medium to have because 
you don't have to worry about not getting interest on your gold. Moreover, the gold price will rise 
as uncertainty in the markets is growing, which is a common behavior for the asset class. 
Heijin believes that the current gold bull-run could be present an exciting opportunity for taking 
advantage of a gold correction, provided that it is timed correctly. Many analysts predict gold 
hitting $2,000 per ounce by September, and we agree with this statement. However, the 
philosophy that gold is a "safe haven asset" is very flawed by nature, and people do not consider 
more important fundamental factors such as inflation rates or USD strength when making the 
investment. 
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DISCLAIMER  
Persons who access the information made available on the Heijin Capital S.A.  and its affiliates (collectively, “Heijin”) website (the 
“website”) agree to the following:  
  
While the material on this website is often about investments, none of it is offered as investment advice. For members of the public, 
this means that neither the receipt nor the distribution of information through this website constitutes the formation of an investment 
advisory relationship or any similar client relationship. The materials on this website are for informational purposes only and may not 
be relied on by any person for any purpose and are not, and should not be construed as investment, financial, legal, tax or other 
advice, recommendation or research. 
  
The information contained herein does not constitute a distribution, an offer to sell or the solicitation of an offer to buy any securities 
in any jurisdiction in which such distribution or offer is not authorized.  
  
This website may contain forward-looking statements on our current expectations and projections about future events. Statements 
that are predictive in nature, that depend upon or refer to future events or conditions or that include words such as “expects,” 
“anticipates,” “intends,” “plans,” “believes,” “estimates,” “thinks,” “seeks,” “targets,” “forecasts,” “could” or the negative of such 
terms or other variations on such terms or comparable terminology. Similarly, statements that describe Heijin's objectives, plans or 
goals are forward-looking. Any forward-looking statements are based on Heijin's current intent, belief, expectations, 
estimates and projections. These statements are not guarantees of future performance and involve risks, uncertainties, assumptions 
and other factors that are difficult to predict and that could cause actual results to differ materially.  
  
These factors include, among other things, (1) general economic and business conditions; (2) new governmental regulations and 
changes in, or the failure to comply with existing governmental regulation, (3) legislative proposals that impact our industry or the 
way we do business, (4) competition, and (5) our ability to attract and retain qualified personnel. Accordingly, you should not rely 
upon forward-looking statements as a prediction of actual results and actual results may vary materially from what is expressed in 
or indicated by the forward-looking statements.  
  
No representation or warranty is given in respect of the correctness of the information contained herein as at any future date. Certain 
information included in this communication is based on information obtained from third-party sources considered to be reliable. Any 
projections or analysis provided to assist the recipient of this communication in evaluating the matters described herein may be 
based on subjective assessments and assumptions and may use one among alternative methodologies that produce different 
results. Accordingly, any projections or analysis should not be viewed as factual and should not be relied upon as an accurate 
prediction of future results. In addition, this website may contain performance and other data. Past performance is not indicative of 
future performance. 
  
This website contains hyperlinks to websites operated by Heijin and other parties. Heijin does not control the content or accuracy 
of information on third-party websites and does not otherwise endorse the material placed on such sites.  
  
All information and content on this website is furnished “AS IS,” without warranty of any kind, express or implied. Heijin will not 
assume any liability for any loss or damage of any kind arising, whether direct or indirect, caused by the use of any part of the 
information provided. Heijin and its licensors do not warrant that the content is accurate, reliable or correct; that the website will be 
available at any particular time or location; that any defects or errors will be corrected; that unauthorized access to or 
misappropriation of the content will not occur; or that the content is free of viruses or other harmful components. Your use of the 
website is solely at your risk.  
  
The entire website is subject to copyright with all rights reserved. No permission is granted to copy, distribute, modify, post or frame 
any text, graphics, video, audio, software code, or user interface design or logos. The information contained in  shall not be 
published, rewritten for broadcast or publication or redistributed in any medium without prior written permission from Heijin. 

 
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. 
 


