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Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 29,479 +9.49%  +2.12% 

S&P 500 Index 3,585 +8.30% +10.05% 

NASDAQ 11,829 +7.96% +30.10% 

10-yr Treasury Yield (% yield) 0.89% +0.02% -0.99% 

WTI Oil ($/bbl) $41.01 +11.41% -32.84% 

Bonds $117.64 +0.36% +4.40% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG) 
 
 

 



 
                                               Heijin Capital Investment Commentary 

                                                                                   November 1st – November 15th, 2020 

The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. There 
can be no assurance that the forecasts will be achieved. Please see disclaimer at the end of this presentation.  Past 
performance does not guarantee future results, which may vary.  
For internal purposes only - Accredited investors, Heijin Capital Family Investors*, and prospective investors.  

3 

 
 

Global Macro 
State of the Global Economy 

 
Pfizer’s announcement of the effectiveness of their vaccine was the main market driver this week, 
with BofA measuring $44.5 billion inflows into equity funds, the highest in history. Indeed, a 
functioning vaccine could set an end to this year of COVID-19 and enable global economies to 
reopen again at full throttle. However, while at Heijin we are also looking forward to an end of 
this pandemic, we also preach caution when formulating investment strategies as the pandemic 
and its economic implications are still far from over. 
 
The first risk to the expected recovery comes from the fact that the usage authorization for the 
vaccine has not been granted yet and trial data still needs to be peer-reviewed by an outside 
panel. The current market rally suggests that investors do not factor in this risk at all. While 
admittedly the risk of the vaccine not being approved is relatively low, it is well within the realm 
of possibility, especially in the current situation where positivity bias, i.e., the wish for a positive 
outcome, might have distorted the development process. Indeed, we find it highly interesting 
that the chairman and CEO of Pfizer sold over $5 millions of Pfizer stock on the very day Pfizer 
announced the success of their vaccine development. While there are many possible 
explanations for this behaviour, we do think it demonstrates that Pfizer CEO is less optimistic 
about the vaccine that overall market sentiment. 
 
Another bias in current markets is that investors seem to expect that the vaccine eradicates 
COVID-19 and its economic consequences immediately once authorized; however, the vaccine 
likely won’t be authorized until at least mid-December, which means that many countries will for 
the first time spend Christmas under lockdown. The implications of this could be immense, since 
Christmas spending accounts for about a fourth of people’s total personal spending (US). We 
expect the Christmas spending to be significantly lower this year since consumers’ financial 
situations are strained by unemployment and furlough. Moreover, the lockdowns will likely shift 
a lot of the Christmas spending towards online stores as customers cannot or avoid crowded 
department stores. While this is a positive development for online retailers like Amazon 
(NASDAQ: AMZN), Alibaba (HKG:9988), it could mean the end for many department stores and 
retailers who rely on Christmas economics and were already struggling before the pandemic. 
Moreover, consumer product producers which benefit from the situation, as more sales will be 
directed towards their online store, which increases their margins. 
 
Another negative effect on stock markets will be the tax hikes that expect companies and 
consumers in the upcoming years. This year’s fiscal bonanza all across the world will have to be 
repaid at some point or governments will default on their debt. For instance, the US are currently 
at a debt-to-GDP rate of almost 130%. What many investors seem to forget is that this number  
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is not artificially inflated anymore because of the GDP slump this year, since the GDP is currently 
only 3.5% below the Q4 ‘19 
peak. While the US itself 
won’t face liquidity problems 
because they can basically 
print money without 
repercussions due to their 
reserve currency status, 
other countries such as 
Greece and Italy cannot do 
the same. Consequently, tax 
hikes will be unavoidable 
and will affect negatively 
stock buybacks, dividends 
and net income of companies that are otherwise already struggling.  
 
Heijin Capital’s take on the current situation of the economy is grim. So far, the worst-case 
scenario could be avoided through unprecedent amounts of fiscal and monetary stimulus; 
however, once the economy returns to normality, governments will need to deal with all the debt 
they amounted during the pandemic. To us it becomes more and more evident that the Western 
economies are currently not healthy; they will have to rely on negative interest rates for years if 
not decades.  
 
In the meantime, Asian economies are increasingly improving their economies with trade deals 
such as RCEP and with significantly better COVID-19 management than in Western countries. 
Thus, we are increasingly bullyish on Asian equities as the trade deals will create a network effect 
in Asia that will shift more and more economic power and thus capital into those markets.  
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Global Macro  
COVID-19 Vaccine Distribution: What to Expect 

 
The consequence of the COVID-19 pandemic is of global significance, and 2020 is not a year 
that will soon be forgotten. The development of COVID-19 vaccines are near and seen as a 
solution that the world is looking for to see a return to normal life. However, even if the vaccine 
does become available in the foreseeable future, there is another challenge that will arise: how 
to get the vaccine from production to the global population. Even though the current emphasis 
is vaccine development, governments need to plan ahead and build the ecosystem to manage 
processes, infrastructure, and organization to manage the post-production supply chain. The 
scale of this operation cannot be underestimated, with nothing of this size having been 
attempted before. Governments, logistics providers, shippers, warehouse providers, and 
technology vendors will all need to come together to integrate their particular skills and 
capabilities to ensure success in combating COVID-19 - and taking into account the current 
geopolitical instability between super-powers such as the US & China, it is inevitable that 
international politics and bureaucracies will come into the way of getting people the vaccine they 
need. 
 
One way to measure how effective a 
specific country will be at 
distributing the vaccine is to look at 
the World Bank's Logistics 
Performance Index (LPI). The World 
Bank LPI is a qualitative and 
quantitative index developed 
through a survey of global supply 
chain and logistics operators 
providing feedback on countries 
where they operate, and data on key 
performance components that 
affect logistics effectiveness (e.g., 
infrastructure, road density, etc.). In 
the figure below you can see the top 5 countries that will act as the vaccine's "superhubs" and 
will aid tremendously in the transportation of the vaccine.  
 
The scale and complexity of the COVID-19 vaccine supply chain is only just starting to be 
understood. Unlike geographically restricted outbreaks like MERS, SARS, and Ebola, this 
pandemic has affected every person and the demand for the vaccine will be unlike anything the 
pharmaceutical supply chain has had to fulfil before. Multiple track and trace systems, providing  
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traceability from the manufacturing site, through distribution centres, between and across 

countries to the final vaccination 
centre will generate enormous 
amounts of data. This data will need 
to be integrated with effective 
vaccination management software 
to ensure people attend the 
vaccination centres at a timely rate 
and avoid overcrowding. All of the 
data verifying the vaccines' 
traceability, shipping process 
integrity and temperature control will 
need to be stored, verified, and 
secured - with companies not 

investing enough into cybersecurity technology this may pose a severe risk to personal data and 
lead to an increase in cyberattacks. Speaking of cybersecurity, the WHO has reported a 500% 
increase in COVID-19 related cyberattacks. These attacks most commonly involve spam emails 
using fake URLs, malware, or social engineering to access usernames and passwords. This puts 
corporate intellectual property (IP) and patient data at a huge risk, as many of the patients who 
have to be treated for COVID are elderly individuals who are not always the tech savviest. The 
potential for exploitation increases as employees from companies in the supply chain must work 
from home. Employees moving away from centralized corporate networks to distributed home-
based connections increase risk unless companies take measures to ensure they are hardening 
security. 
 
A critical area where the COVID-19 vaccine distribution supply chain could fail would be at the 
point it crosses an international border. Many countries have complicated and specific border 
control procedures. In developing countries, primarily in the global south, this is an even more 
cumbersome and lengthy process often influenced by corruption and illegal practices. A 
country's ranking on the LPI mentioned before is usually a reflection of how good a country's 
customs and border control processes are. Regardless of whether the vaccines will be shipped 
in active or passive temperature-controlled packaging (TCP), shipments stuck at the port or point 
of entry can quickly degrade and be deemed unusable. 
 
It is without question that the long-term goal of achieving widespread access to COVID-19 
vaccines faces several obstacles. Freight capacity, however, will not be the primary challenge 
for the distribution of vaccines, as some originally envisaged. There is adequate capacity to ship 
vaccines, especially if individual governments dictate that their respective national carriers or 
military allocate needed capacity. A phased approach to production and allocation will be over 
an extended period. Not all vaccines will need to be shipped by airfreight. Additionally, some  
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countries like Australia, for example, have elected to produce the vaccines in the country. The 
challenge exists because the distribution of vaccines will need to happen in the most remote 
locations globally or in areas where resources are insufficient to meet distribution needs. These 
vaccines will potentially require storage and transportation while maintaining strict temperature 
requirements. These requirements make it an even more difficult proposition primarily in the 
global south, where there is often a warmer climate and limited cold-chain logistics 
infrastructure. 

 
Sector Analysis 
Has COVID-19 Refreshed Investor’s Interests In Biotech 

 
As stated above, on 9th November 2020 Pfizer announced to the world that they had developed 
a Vaccine that is allegedly 90% effective against COVID-19. This announcement, especially to 
investors, has put a very definitive end of the pandemic on the horizon, as shown by the gains 
we have seen in the market over the past week. However, is it by no means over yet, as the 
production, distributions and not to mention delivery to the patient of the vaccine will, of course, 
lead to problems of its own. However, as always, it is a question of value, companies with brilliant 
balance sheets, scalable business models and strong management one can believe in, in sectors 
that Heijin believe are to outperform the market. One such sector that we as a firm have always 
had an interest in is biotech, and as we look to learn the lessons of this pandemic, we believe 
the market will have a much more vested interest in the future of this sector. The virus has had 
everyone from all walks of life to step back, and seriously assess the health of themselves and 
their loved ones, how it can be improved as well as acknowledging how vulnerable we are as a 
species. Due to the outbreak of Covid-19, biotech has been one of the best-performing 
industries as a colossal investment has been made, by both State and private enterprise, to 
develop vaccines for Covid-19 but also new treatments for other serious medical conditions.   
  
One such company is AG Roche Holding (SWX:RO). Roche is a Swiss multinational healthcare 
company that operates worldwide under two divisions: pharmaceuticals and diagnostics. It 
offers pharmaceutical products for treating anaemia, cancer, cardiovascular, central nervous 
system, dermatology, hepatitis B and C, HIV/AIDS, inflammatory and autoimmune, intensive care 
medicine, leukaemia, lymphoma, metabolic disorders, ophthalmology, respiratory disorders, 
rheumatoid arthritis, skin cancer, and transplantation. The company also offers in vitro 
diagnostics solutions for indications, such as cardiology, hematology and a plethora of other 
diagnostic products. In addition to this, Roche supply diagnostic instruments, reagents, 
consumables, and test kits for use in the diverse research market. Further, the company 
discovers, develops, and delivers gene therapies. The company has had numerous successes 
over the past decade, most recently (13/11/20) Roche announced the European Medicines 
Agency had recommended approval of PHESGO, a double dosed injection combined with 
intravenous chemotherapy for the treatment of breast Cancer. This treatment provides a  
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convenient, more comfortable option for patients and reduced costs for Healthcare systems as 
the product can be administered in the patient's own home. 
 
Furthermore, as a leader of diagnostic testing, Roche has been able to manufacture high-quality 
testing products to deliver effective and rapid results for the COVID-19 virus. Their first product, 
the “COBRA” PCR test, which takes swabs from the patient's mouth and nasal passages, test 
whether or not the patient is positive. And their second product, “Elecsys” tests patients' immune 
response and potential immunity to the virus. Roche is also working with Atea Pharmaceuticals 
to manufacture an oral antiviral (AT-527). The treatment, which is currently in Phase II, would be 
the first oral antiviral to treat patients. A much more easily administered vaccine than the two, 3-
weeks spaced out injections required with the Pfizer vaccine.  Roche holdings have been resilient 
over the past decade, and in particular 2020. The company has been able to hold onto its 
momentum with repeated high-quality earnings and significant cash flow generation. Roche 
Holdings' financial health and future outlook as we move our view to Q1 2021 is very positive. 
We see their earning profile trending upwards over the past 5-years, averaging on 8.8%. 
Moreover, Roche has continued to employ capital effectively and generate sizable profits with 
an enviable 5-year average ROCE of 26.4%, and an impressive 44.9% ROE. Despite a fair 
amount of debt, Roche's 1.46x operating cash flow easily covers this. Roche also has a fair 
dividend yield of 2.89%. Roche has proved itself to be a resilient, free cash flow generating 
business even in the toughest of fiscal environments, and as the clouds begin to clear from the 
economic lull caused by Covid, Heijin believes Roche has a bright future ahead. 
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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. 
 


