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Index Close 2-Weeks YTD

S&P 500 Index $3,638.35 +0.32% +11.68%

Dow Jones Industrial Average $29,910.37 -0.13% +3.61%

NASDAQ $12,205.85 +2.36% +34.25%

10-yr Treasury Yield (% yield) 0.84% -7.06% -55.26%

WTI Oil ($/bbl) $45.52 +10.11% -25.45%

Bonds* 118.26 +0.54% +4.95%
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Real Estate

The US’s Retail Apocalypse
According to the International Council of Shopping Centres (ICSC), in 
2012 there were over 1,500 malls across the United States - in 2020, a 
third of them are gone, with only 1,000 retail centres still operational. 
Moreover, in the report, the ICSC concluded that an additional 25% 
of the remaining malls are set to close in the next 3 to 5 years. It is 
clear to everyone that consumers are not shopping at malls as much as 
they used to. Now, with services like Amazon Prime and eBay, you can 
have almost any product delivered directly to your door in less than two 
days. The global pandemic, and surging cases across the US, is only 
accelerating the problem as we enter the busiest shopping season of the 
year, with consumers spending more time online and less time explor-
ing brick and mortar shops. Malls that are strictly focused on retail are 
going to struggle and go extinct if they do not find a new way to bring 
in traffic and people. 

In the US, malls are categorized based on the amount of revenue they 
bring in per square foot. The best, “A-class” malls, are the ones you 
can expect to find in the heart of Los Angeles or New York, with hun-
dreds of high-end retailers and considerable foot-traffic - these malls 
are still thriving as less tech-savvy consumers are flooding here to do 
their Christmas shopping. However, the “B-class” malls (which account 
for a much larger percentage than their A-class counterpart) are under 
severe threat of extinction. These middle-tier malls were already having 
a difficult time before the pandemic hit, but the nail in the coffin is the 
vast amount of retailer bankruptcies that could leave these malls with-
out their anchor vacancies.  Around 11% of B and B+ malls have two 
anchor vacancies (big department stores like Sears or JC Penney - both 
of which are now bankrupt - which would drive considerable audiences 
to the mall), where nearly a third of B-malls have two empty anchors or 
more. Since many leases include co-tenancy clauses, allowing non-key 
retailers to break their lease if the anchor tenants leave, a bankruptcy 
for anchor tenants will only compound the bad news for the owners of 
the mall.  

Below you can find a figure of all the major bankruptcies in the retail 
sector since August of 2019, according to data from Bloomberg. 
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Other retailers, such as Macy’s are also planning to reduce their store 
count, with as many as 125 stores to be closed in the next three years 
- and it’s not alone. Bed, Bath & Beyond is aiming to close up to 200 
stores (20% of its locations) over the next two years, Signet Jewelers (the 
world’s largest retailer of diamond jewellery) is closing hundreds of its 
stores, and many, many more are following their footsteps. 

Another factor leading to the death of B-malls is simply an over-supply 
of locations - the growth rate of malls in North America between 1970 
and 2015 was over twice the growth rate of the population. Moreover, in 
2004 it was concluded that investment in malls was artificially accelerat-
ed when the United States Congress introduced accelerated depreciation 
into the tax code in 1954. Despite the construction of new malls, mall 
visits declined by 50% between 2010 and 2013 with further declines 
reported in each successive year. Furthermore, another critical factor is 
the “death of the American middle class,” resulting in large-scale clo-
sures of retailers such as Macy’s and Sears, which traditionally relied on 
spending from this market segment. Particularly in rural US areas, vari-
ety stores such as Dollar General, once thought to be untouched by the 
retail apocalypse since their locations continued multiplying, are now 
perceived as being at best a symptom of the phenomenon, and at worst a 
direct cause of rural, independent retailers collapsing, unable to compete 
with the lower margins that national chains can sustain.

At the same time, online shopping has been flourishing during the coro-
navirus-related lockdown. Most of the dominant e-commerce retailers 
in the United States were categorised as essential businesses and were 
not required to shut down. According to the ICSC report, buyers stated 
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that they would deliberately buy products from such categories as food 
and drinks, hygiene, household cleaning, clothing, health, and consum-
er electronics online rather than in person due to COVID-19. The out-
break is said to have changed shopping behaviour permanently: in the 
US, 29% of surveyed consumers stated that they had no intention ever 
to go back to offline shopping. In the UK, this number reached 43%.

With so many retailers going bankrupt and malls forcing to close down, 
an attractive real-estate buying opportunity is being created. Heijin is 
consistently tracking the impact of the global pandemic on commercial 
real-estate developments in the US and Europe, and we are beginning to 
see quite creative solutions to this oncoming retail apocalypse.
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Sector Analysis

Cannabis
News around cannabis stocks have been relatively quiet in recent 
months, as the cannabis stock market frenzy from 2018 and 2019 calmed 
down over the past year; however, due to several catalysts it might be an 
excellent opportunity to load up on cannabis stocks right now.
Although at Heijin Capital, we do not like to speculate on political 
events, we made an exception for cannabis stocks as the potential re-
wards strongly outweigh the risks in our opinion. The main reason for 
our optimism of cannabis stocks is the recent elections, which have 
proven that more and more states in the US start to support the legaliza-
tion of weed. Every substantial law on cannabis legalization that went 
to the polls during the recent vote in the US was approved, which made 
now cannabis legal for an additional 20 million US citizens.

One of the most significant victories was the one in New Jersey. Given 
the proximity and cooperation with New York and Connecticut, this 
could be a substantial steppingstone for the legalization of weed those 
states. Indeed, the New York governor Andrew Cuomo has already for 
a long time advocated for the legalization of cannabis in his state; how-
ever, his efforts were interrupted by the coronavirus pandemic. Thus, 
legalization of cannabis in New York seems to be just a matter of time.

Another crucial victory for cannabis during the recent election was the 
legalization of cannabis in the states of Montana and South Dakota. 
Given their small size, one might wonder why these states are so im-
portant; however, they are well known as strongly republican and con-
servative states, the political groups that have so far been against the 
legalization of cannabis. The fact that these states legalized cannabis 
demonstrates that republicans tend to turn increasingly favourable of 
cannabis legalization, even on a national level.
 
Lastly, the designated vice president, Kamala Harris, could be an ace 
in the hands of cannabis supporters. While the designated president Joe 
Biden is not a supporter of the legalization of cannabis - au contraire, 
he even spoke out against it – the second person in command is a strong 
supporter of the legalization of cannabis as is a large fraction of the 
democratic party. With some support from Republicans, this could bring 
the US very close to the legalization of marijuana.

Beyond this, what interests us about Cannabis stocks is the fact that 
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shares of American cannabis producers cannot be traded on public ex-
changes since it is defined as Schedule 1 material and thus companies 
dealing with this federally illegal substance cannot list on public ex-
changes; however, if legislation changes, Cannabis stocks will be al-
lowed to list public exchanges which could be a tremendous catalyst.
On one side, this would make Cannabis stock available to the general 
public and not only accredited investors, since shares would not have 
to be traded OTC anymore. This means a significant liquidity stream 
flowing into Cannabis stocks.

Another reason this is a strong catalyst is that many institutional inves-
tors are not allowed to trade cannabis stocks due to their mandate of not 
investing in companies selling illegal substances or not trading compa-
nies listed on OTC exchanges. This as well, could be a massive source 
of new liquidity pushing stock prices up.

Another factor to consider is that public stocks have increased analyst 
coverage, which would enormously help with the marketing of the se-
curities of cannabis companies.

Lastly, OTC listed companies face less regulatory scrutiny, which makes 
them riskier to investors. Being listed on a public exchange would force 
these companies to adhere to stricter oversight, thus increasing trans-
parency, lowering risk, and thus attracting more investments.
Our three favourite companies are Curaleaf Holdings (OTC:CURLF), 
Green Thumb Industries (OTC:GTBIF), and Aurora Cannabis (OTC: 
ACB) as they are some of the leading cannabis producers in the US and 
would benefit the most from the legalization of cannabis since they are 
traded OTC.
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Kinross Gold Corporation (NYSE:KGC)
Price: $7.11

52 Week Range: $2.72 - $10.32
Market Cap: $9.02 bn

P/E: 8.33
Div. Yield: 0.84%

EPS: 0.52

Sector Analysis

Materials
The materials sector, a relatively undiscussed yet vital part of the econ-
omy, is looking exceedingly promising as we move forward into the 
new year into the post-covid age. The sector is defined as the firms 
who develop, mine or process raw materials. Outputs range from plas-
tics, metals, fertilizers to concrete, to name a few.  Of course, the rise 
of Covid-19 throughout 2020 resulted in many companies’ production 
grinding to a rather abrupt halt, with subsequent demand for the fruits of 
the materials sector adjusting accordingly ( it is important to note, how-
ever, that despite the almost biblical collapse in consumer and industry 
demand, the materials sectors has still outperformed the wider market 
by roughly 2% YTD).  With this contraction, we have seen many strong 
income-generating companies within the sector become relatively un-
dervalued in this period. Companies which are now trading at what we 
believe to be an attractive discount. The market outlook of the sector 
for 2021 is positive and as we continue down the ‘post-covid path’, we 
expect to see sharp rebounds in demand across the economy . As the 
market attempts to make up for “lost time”, with large periods of heavy 
investment and spending, spurred on by the easily of fiscal and mone-
tary policy across the globe. 
 
Kinross - (NYSE: KGC ) Kinross Gold Corporation is a market leader 
in the acquisition, exploration, and development of gold. They operate 
primarily out of Canada and the US but have interests across the globe 
in  Brazil, Chile, Ghana, Russia and Mauritania. Kinross has had an 
excellent 5 years, with average earnings growth at 76.3% PA as well 
as drastically reducing its debt profile. Its most recent quarterly results 
were equally impressive. Posting revenues of $1.13 billion in the peri-
od, reducing costs by 7% and provide a gargantuan increase in EPS by 
almost 4-fold ($0.19) and providing investors with a quarterly dividend 
of $0.03. The outlook for Kinross as we move into 2021 is equally as 
encouraging. Adj.operating cash flow increased by 86% compared with 
Q3 2019 to $550 million, signalling another quarter of strong free cash 
flow for Kinross.  In September of this year,  Kinross announced agree-
ments to acquire 70% of the high-quality Peak Gold project in Alaska 
for $93.7 million. Kinross will have broad authority to construct and 
operate Peak Gold, with the original part-owners Contango, retaining a 
30% non-operating minority interest. This low-cost, high-value project 
will have a profound effect on Kinross’ medium-term production and 
cash flow profile. Moreover, when this is combined with predictions of 
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Ferrexpo plc (LON:FXPO)
Price: £209.00 

52 Week Range: £90.50 - £210.60
Market Cap: £1.23 bn

P/E: 4.29
Div. Yield: 4.96%

EPS: 0.65

a 20% increase in production by 2023, Kinross is looking to enter 2021 
in an extremely envious position.  
 
Ferrexepo - Ferrexpo plc mines for, develops, processes, produces, mar-
kets, exports, and sells iron ore pellets. It operates two mines and a pro-
cessing plant in Ukraine, as well as a fleet of vessels. The company also 
offers finance, management, procurement, transportation, marketing, 
shipping, barging, and port services.  The company has a brilliant track 
record of providing quality earings, with compound EPS growth of 34% 
a year, and market price growth of 45%. Despite the pandemic, Ferro-
expo has been able to provide strong cash generation, an increase of 
production by 5% YOY and sales volume by 22% YOY. This, coupled 
with their reduction of debt and solid EBITDA of $352 million, stands 
testament to the stability and health of the company. Furthermore, the 
minimal disruption caused to its operations by covid has put it ahead of 
competitors as we move into 2021. Their sales have already begun to 
significantly increase in Asian markets, and as the construction industry 
begins to get back on its feet, we expect a surge in the steel demand, 
thereby increasing their premiums.
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American Well Corp (NYSE:AMWL)
Price: $26.09

52 Week Range: $21.34 - $41.80
Market Cap: $6.13 bn

P/E: N/A
Div. Yield: 0%

EPS: N/A

Investment Analysis

Amwell – the promising tele-
medicine company 
Over the past eight months or so, investors have poured money into the 
“COVID theme” stocks. These included Peloton, Zoom, Netflix, Grub-
hub, Slack Technologies, the vaccine manufacturers (Pfizer, Moderna, Bi-
oNTech, and AstraZeneca), and the telemedicine companies that included 
Teladoc and Amwell. In comparison to all other companies that had a 
bull-run during the year due to COVID, Amwell only IPO’ed on Sept 
8th. And it was only a month or so after that this batch of COVID theme 
stocks had peaked and sharply fell mostly after news about the vaccine 
was announced by Pfizer, Moderna, and AstraZeneca post the US elec-
tion. Today, Amwell has slid > 30% since its peak at $38-39/share in early 
October, and whilst some say it is still overpriced, we believe this may be 
a good time to build up a position.

There are three main reasons as to why we see Amwell significantly high-
er in the coming years and why we believe this company will become a 
key player in the telehealth/telemedicine industry.

> Investors heavily rotated out of the stocks that fall under the 
“COVID theme” to allocate to heavily discounted high-quality com-
panies that are making a comeback

Due to this re-allocation of capital, all companies in telemedicine took a 
hit. And with good reason. A significant number of investors were chasing 
the same names in the markets, which led to stratospheric valuations that 
were premature and unjustified for most companies. Amwell did more 
than double in under a month, which is why we exited our position at 
around $36 when the valuation was entirely irrational, given the current 
numbers we saw. But, now that liquidity has shied away from companies 
like Amwell, it has missed the recent bull-run in equities, which left many 
investors disappointed and resulted in FOMO reaction—leaving Amwell 
trading at $26/share, which is a valuation of circa $6bn - a premium of 
45% relative to the IPO price. Given the unpopularity of Amwell in re-
cent times, we believe it is an opportune time to look more into Amwell. 
Despite this, the current euphoria in the general equity markets has made 
us take a more patient stance on this pick and others.

> Services that were popular in COVID will not be used as much now 
that we see the light at the end of the tunnel

This has been the main reason as to why some investors also cut down 
their exposure to “COVID theme” stocks, but for some companies or in-
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dustries, we do not share the same view. For instance, the work-from-
home culture will most likely remain in a post-COVID world, which is a 
massive plus for Zoom, Peloton, and Slack that benefit from a less direct 
contact culture. However, we share the same view as Blackstone’s Jon 
Gray here, which is that we strongly believe it will be a blend of work-
from-home and in-office. And that offices will still be demanded, but po-
tentially not as much as before. With regards to telemedicine, COVID has 
been a considerable driver in increasing the adoption rate of this service. 
Given this innovative take on how we interacted with doctors and with 
healthcare providers, we needed a nudge such as COVID to push us to 
start using platforms such as Amwell. Since patients have been delighted 
with this new way of interacting with doctors, we believe that companies 
like Amwell and Teladoc will experience higher than expected growth 
rates in the coming years. 

> Compared to its main competition Amwell is trading at a more com-
pelling valuation and has some valuable partnerships and backers

Amwell’s biggest competitor is Teladoc that for FY 2019 had over $550m in 
revenues, whilst Amwell had $150m in the same period. However, this year 
Amwell is on track to potentially generate over $250m, which translates 
in a > 65% YoY growth rate. This matches the growth rates that Teladoc 
achieved 2-3 years ago when it had the about the same size on a revenue ba-
sis to Amwell. And this year Teladoc could hit the $1bn mark or just below 
in revenues. Today, Teladoc is trading at a multiple of 50x revenues or circa 
28.5x revenues if it manages to hit $1bn by year-end (circa $28.5bn valua-
tion). At the same time, Amwell is trading at a multiple of 24.5x revenues 
if it generates $250m this year. Given the growth rates, we prefer to pick 
Amwell as a smaller player that has more potential going forward.  

On top of that, Amwell is backed directly by Google Cloud that invested 
$100m earlier this year to accelerate its ability to scale its telehealth port-
folio. Given that Amwell operates almost entirely online via secure video 
comms - apart from the Amwell Kiosks that offer more physical capabilities 
to the somewhat restrictive abilities of telemedicine in some cases – Google 
Cloud is a great partner to have. Moreover, Cisco has partnered up with 
Amwell to provide a TV-based healthcare platform for the elderly segment 
of their client base by turning television sets into a medical office.  

Overall, we firmly believe that Amwell’s platform that offers direct online 
doctor’s appointments, accompanied by synched prescriptions with your lo-
cal pharmacy, and seamless integration with insurance providers is going to 
be more and more commonly used by patients today and for many decades 
to come.
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