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Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 29,102 +1.99% +0.81% 

S&P 500 Index 3,327 +2.59% +2.14% 

NASDAQ 9,520 +4.17% +4.71% 

10-yr Treasury Yield 1.59% -0.02% -0.29% 

Oil ($/bbl) $50.32 -5.3% -17.53% 

Bonds $114.22 +0.07% +1.37% 

*bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG)  
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Market Outlook & Strategy 
Global Macro 
The 5G Revolution Is Not Driven By Smartphones 

 
From late 2018 until now, everybody has been anxiously awaiting the rollout of the new 
generation of cellular connectivity – 5G. Various carriers are promising download speeds 
bordering 1Gb/s with almost no latency and data loss. Although everyone has been watching 
the big players in the industry like Apple, Samsung, Ericson, and Nokia, not quite as many people 
are paying attention to an even more crucial 5G market – the semiconductor market. The rollout 
of 5G compatible devices would not be possible without upgrading the hardware of the device 
first – and the truth is that most companies are not spending billions of dollars on R&D to design 
these chips in-house. With applications in medicine, AI, cybersecurity, big data & more, 5G is 
set to revolutionize the way we transmit data from one place to another; however, this transition 
has to be led by the semiconductor companies of the future. In this commentary, we will talk you 
through the 5G market as a whole, as well as look into the semiconductor market and give you 
some exciting names to keep an eye out for in 2020.  
 
According to a Bank of America report, the 5G semiconductors market is expected to boom 
from $593 million in 2018 to $19 billion by 2022. The market has already begun pricing in gains 
for the most popular smartphone makers associated with 5G technology as well as wireless 
communication giants such as Verizon and AT&T; however, these are far from the only 
companies that are poised to benefit from the massive communications restructuring and 
expansion that 5G demands. Other companies that will be heavily involved will include those 
conducting test/measurement and front-haul, laying fiber optic cables, developing chips, and 
building towers – a lot of towers.  
As the world becomes increasingly connected on the foundation of 5G, companies whose 
products are geared towards the so-called Internet of Things (IoT) are more likely to see stronger 
growth than their competitors. Smartphones won't be the next big thing forever, so if you are 
looking for long-term 5G growth potential, smartphone stocks may not necessarily be your best 
bet (though their potential in the short term is undeniable). Instead, the companies that will be 
involved in the 5G rollout and also stand to benefit from IoT technology might be better 
investments. 
 
First, let’s have a look at the existing 5G infrastructure market in some more detail. 
 
Overall, Europe is expected to account for a notable portion of the global demand in the 5G 
infrastructure market, due to the presence of massive software providers and carriers' 
investment to launch technology in this region. The joint venture of the European Commission 
and European ICT industry to provide 5G infrastructure public-private partnership (5G PPP) will  
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deliver solutions, architectures, technologies, and standards for the coming generation. The aim 

is to save up to 90% of energy per service provided as well as focussing on mobile 
communication networks where the dominating energy consumption comes from the radio 
access network. In particular, Germany and the United Kingdom are actively involved in testing 
5G technology. For instance, Vodafone is trialing 5G at the MediaCity UK tech hub in Salford 
and is rolling out tests in other areas, such as Birmingham, Glasgow, Liverpool, Bristol, Cardiff, 
London, and Manchester. Other prominent vendors, like Telia, EE, are also actively testing the 
technology in the region, which makes them potential buyers of the market. 

 
 
The 5G Infrastructure market is very much fragmented and is based on new product launches 
and certified results of the latest products. Hence, the leading industry pioneers have made use 
of diverse approaches, such as high investments on R&D, new product launches, JVs, mergers 
and acquisitions, partnerships, and more - all with the focus on expanding their presence in this 
market. Key players in the market are Oracle Corporation, Cisco Systems Inc., Intel Corporation, 
etc.; however, there is one player who we would like to devote our attention to: Skyworks 
Solutions (NASDAQ:SWKS).  
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Skyworks Solutions (NASDAQ:SWKS) is a semiconductor company based in Woburn, 
Massachusetts. It primarily manufactures semiconductor modules for radiofrequency and mobile 
communications systems. As of Jan. 
26, it has a market cap of 23.81 
billion, a price-earnings ratio of 
26.24, and no debt, zero. Over the 
past three years, Skyworks has 
increased its revenue at a rate of 
8.1% per year and its earnings per 
share by 6.9% per year. Year to date, 
the share price has grown 
approximately 70% to a high of 
$124.90 (and it is still undervalued by industry standards).  
 
As more and more 5G networks are created, Skyworks' 5G solutions will be in generating 
demand. The company's 5G developments include a unifying platform and small cell and 
multiple-input, multiple-output (MIMO) technology, which facilitate end-to-end 5G connectivity.  
 
"Leveraging decades of experience, manufacturing scale and vertical integration capabilities, 
our highly advanced Sky5 platform is fueling market adoption of 5G across a broadening 
customer set," said President and CEO Liam K. Griffin in the earnings report for the quarter 
ended Dec. 31, 2019. With an expansive suite of applications - from smartphones to wireless 
infrastructure, industrial robotics, autonomous vehicles, smart homes and virtual assistants - 
Skywork’s solutions provide the critical connection, ensuring peak performance for 5G and IoT 
usage cases. As both a builder of key radio components for the distribution of 5G signals and a 
developer of chips for the IoT market, Skyworks has strong potential to grow its earnings for 
years to come. 
 
We have to mention that over the past year, Skyworks' income has taken a hit due to an industry-
wide downturn in demand for semiconductors. The memory market experienced a 31.5% 
decline in 2019, while the winding down of 4G growth and the trade war between the U.S. and 
China also cut into profits. But overall, we are highly optimistic of the entire 5G industry and 
Skywork’s and will be looking into a potential play in the industry.  
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Investment Analysis 
Enel (BIT:ENEL) 

 
Enel is a vertically integrated energy company that engages in the production, distribution, and 
sale of electricity and gas across Europe and Latin America. With 64 million customers, Enel is 
the second-largest power company in the world second only to the State Grid Corporation of 
China. The following factors make Enel a strong buy: 
 
Increased Government Investments 
The times when climate change was just some graphs are gone: Each year the world seems to 
experience increasingly extreme weather and its consequences such as the wildfires in Australia, 
California, and Brazil. In the last five years, movements promoting green energy gained 
tremendous popularity, resulting in increasingly ambitious spending plans and regulations that 
meet people's demands. The prime example for increasing investments is Ursula von der Leyen's 
Green New Deal that entails investments of  $1.1 trillion across the EU.  
 
Vertical Integration 
Enel engages in everything from building solar panels to selling energy to end-customers. 
Consequently, the company benefits from increased demand and subsidies for green energy on 
multiple layers. For instance, if a government decides to subsidize solar plants, enel generates 
revenue from building the panels, operating the plant, operating the transmission network, and 
selling the electricity to customers. Moreover, vertical integration allows Enel to always focus its 
capex on the product with the highest demand, resulting in overall high ROIC. 
 
Lower Opex 
One of the main management goals at Enel in the last few years was making the company more 
efficient, especially the Americas part of the company. By leveraging digitalization, closing cost-
intensive coal plants, and implementing global best practices Enel decreased its opex by $0.2 
billion in 2017 and $0.3 billion in 2018. The company is expected to continue reducing its opex at 
a rate of $0.3 billion per year 
until 2022 mainly driven by 
the same factors as well as 
better integration of recent 
acquisitions. 
 
Lower Cost of Capital 
The onholding negative 
interest environment in 
Europe lowers Enel's cost of  
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the capital year over year. While the company itself reports relatively moderate decreases in 
interest rates, multiple analysts expect sharper decreases which would result in upward pressure 
for the stock price. 

 
Risks  
Enel's downside risk remains limited given the relatively high predictability of the business and 
the strong diversification of revenue streams. However, as with all Italian companies, political 
uncertainty can always lead to pressure on stock prices, regardless if a company's fundamentals 
remain stable. Another potential risk for Enel is lower energy prices; however, also this risk is 
limited since prices are more likely to increase given that many fossil plants are shut down. 
Moreover, sharp currency devaluations in LatAm countries could also build downside pressure 
on Enel's stock, even if the company is quite well diversified.  
 
Heijin's Take 
Enel plays a crucial role in the transformation towards green energy in Italy, Europe, and LatAm 
and is well-positioned to benefit in many different ways. The large size of the company and its 
vertical integration make the company very competitive, which is also demonstrated by its high 
cash flow generation in comparison to competitors. Moreover, the almost 4% dividend yield is a 
nice cherry on top of the organic stock price growth we expect for the near term future. 
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Investment Analysis 
Are Smart Materials A Wise Addition To Your Portfolio?  

 
Smart materials are rapidly becoming the vessel of choice for the forward-looking value investor. 
A smart material, also known as intelligent or responsive materials, are defined as materials that 
have one or more properties and that can be significantly changed in a controlled fashion by 
external stimuli, such as stress, moisture, electric or magnetic fields, light, temperature, pH, or 
chemical compounds.  The disruption to the commodities market caused by environmental 
activism and the 'climate crisis' we now find ourselves in has fueled a massive surge in new 
materials coming to market that can help relieve some of the demand from such non-renewable 
avenues. In recent years we have seen a disruption to the model of commodity investing in such 
that scarcity is directly proportional to price. In fact, over recent years, we have seen massive 
slumps in the price of crude oil despite no new wells being drilled regularly enough to warrant 
such a fall. We see that human ingenuity and progressive thought has led us to rethink our 
dependence on fossil fuels, an 'addiction' the human race has had since the industrial revolution. 
The breakthroughs in viable alternatives to our use of fossil fuels have allowed the subcategory 
of environmentally friendly smart materials to flourish into an exciting, dynamic and lucrative 
sector that has the backing both in ethics and now legislation from many western governments. 
 
Piezoelectric materials are an especially exciting category of the smart materials sector materials 
that produce an electric current when they are placed under mechanical stress (see fig 1 for visual 

representation). The piezoelectric process is 
also reversible, so if you apply an electric current 
to these materials, they will actually change 
shape slightly (a maximum of 4%).  The potential 
for this technology is incredible, imagine walking 
down the street and charging your phone as you 
walk or even charging your laptop by typing. Of 
course, using it as a common energy source is 
still a long way off; however, engineers have 
already successfully tested using footfall to help 
decrease the amount of power used in buildings 
such as arenas, stadiums etc. 
 

One such company making exciting smart materials is AAC Technologies manufactures 
integrated micro-component solutions (HKG: 2018). It provides acoustic and non-acoustic 
components to its clients in the information technology, consumer electronics, and communication 
industries. The company provides piezoelectric ceramic solutions that are used to convert input 
signals to offer haptic feedback. These solutions are used in cell phones for feedback through 
vibrations and are advantageous due to low power consumption and quick response-ability. The  
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company provides two types of piezoelectric ceramics solutions - piezo actuators and touch 
sensors. 
 
AAC's stock price has experienced relatively stable growth over 2019 and had a stellar Q3 and 
Q4 returning over 60% in the last 6 months. The stock is mildly undervalued compared to its true 
price of $63. The company has brilliant future growth potential at over 23% YoY and has deployed 
its capital very effectively over the past 3 years. Heijin expects to see this company move from 
strength to strength over the next 3 years as the technology begins to develop into new and 
exciting territories.  
 
Petrol and diesel cars are rapidly becoming stranded assets, with countries such as Norway 
wanting 100% ban on fossil fuel-powered cars by 2025, the United Kingdom by 2035. It's 
abundantly clear; fossil fuels are out, lithium is in.  In only a decade, electric cars went from a 
lofty, incredibly expensive, dream to both cost and performance effective reality for the average 
consumer, where will the next 10 years take us? Currently, lithium batteries hold the most effective 
way of storing energy compared to its weather dependent alternatives of solar and wind power. 
Heijin sees the main investment not to be in the commodity itself, nor its technological 
applications, but in its storage. This growing branch of the energy sector, still very much in its 
infancy, is expected to be worth over $150 billion in the US alone by 2023. This storage sector 
aligns extremely well with some of Heijin's core principles; finding and exploiting market 
inefficiencies. Despite some improvement in efficiency and running costs, this industry lacks any 
historical data or market trends for investors, banks and even owners to base projections and 
valuations from. This will undoubtedly lead to both massively over and undervalued companies, 
allowing us to take advantage of the inefficiencies in the market. 
 
Enphase Energy (NASDAQ:ENPF) Enphase Energy is a NASDAQ-listed energy technology 
company headquartered in Fremont, California. Enphase designs and manufactures software-
driven home energy solutions that span solar generation, home energy storage and web-based 
monitoring and control. Their high-performance energy storage solution brings intelligent devices 
and better value to customers, with the industry's safest and lowest cost of entry. Their batteries 
have a 96% efficiency rating, with a minimum 10-year life expectancy of the battery. The company 
has managed to stay on top of their market by really targeting the width of the market, from 
residential, commercial and mow even attempting to gain public contracts.  The company had a 
spectacular 2019 returning almost 400% and has continued this growth into 2020, gaining 20% 
in January alone. Powering this growth has been strong sales for its latest microinverters, which 
efficiently convert the energy produced by solar panels into usable electricity. As previously 
stated, the industry is set to boom in the coming years, and the sector is already expected to grow 
20% Year on Year, Analyst expects Enphase to beat this industry average by over 5%. with return 
on equity expected to breach 40% in the next 3 years. The company has a good amount of cash 
holdings and a very promising management team, thus Heijin is confident that Enphase will 
develop into a market leader over the next decade. 
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Global Macro 
Balancing Risks Derived From The Coronavirus Crisis 

 
For the whole world the past couple of weeks have been quite turbulent to say the least, especially 
for those living in China or Asia due to the fast spreading Coronavirus (2019-nCoV). Most of us 
are now familiar with what the Coronavirus is and that in essence it is a virus that causes acute 
respiratory diseases. These diseases lead to death if not treated fast enough or when the patients 
have less developed (infants) or weak (elderly) immune systems. It all started in Wuhan, allegedly 
in the Huanan Seafood Wholesale Market and was passed on from a bat, although there are 
various debates around the origin of the virus. For now, let’s not ponder on whether it did originate 
from a market or not because it is now present on a global scale and is having an impact on the 
majority of us.  
 
Some may see this as immoral, but we should be grateful and very much appreciative as to how 
China has dealt with this outbreak. If the virus had initially begun in countries such as India or 
Bangladesh we all know how much more chaos the world would be in at this stage. China’s 
exemplary response by initiating a large scale quarantine in the Hubei Province, whereby a little 
over 57 million are living in complete lockdown has definitely helped. China has also built up 
hospitals overnight and transformed unused RE developments and buildings with large halls into 
zones to be specifically used to treat patients. It is in times like these that we can say that China’s 
more authoritarian ideology is showing its true colours and advantages/capabilities when 
compared to how democracies in this world would have responded hypothetically if it had 
originated in their nation. Despite the fairly rapid response from governments across the globe 
after the WHO declared it a global emergency, the virus is continuing to spread at a rapid rate. 
What Bill Gates had said about his biggest fear being a global epidemic countless times over the 
past few years is true due to how little we are/were prepared for this. Although, there are several 
aspects of the virus that make it incredibly difficult for today’s world to be prepared - mainly being 
the way it spreads by air droplets whenever and infected individual coughs or sneezes, and that 
the incubation period ranges from 2-14 days. In other words, it could take up to 14 days for an 
infected individual to show symptoms, which means without realising it for that entire period they 
could have already actively been spreading the virus. To put matters into perspective, all it takes 
is for an individual to touch a railing on which there are particles that were emitted by an infected 
and simply touching your face, eyes, mouth can get that individual infected.  
 
This outbreak has had a profound impact on markets globally and forced China to inject cash into 
the system in order to ease worries around liquidity and such. Even the S&P 500 and DJIA went 
completely out of control, which led to a >20% jump in the CBOE Volatility Index (VIX). For large 
corporations that hold operations across the globe, the past month or so has been very tough with 
companies such as Starbucks having to close down many of their stores in China. And it seems 
like this is just the beginning rather than the end. In all honesty, a black swan event like this one 
that is rarely even accounted for in the most cautious risk models can be a factor that pushes the  
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world into an economic recession. The domino effect this has had is one of the drawbacks of 
living in such a modernised and interconnected world, but we wouldn’t be better off the other way 
so let's all do our part to get the world through this wherever we are.  
 
Heijin’s global outlook on the world economy is now even more bleak than it was at the start of 
the year, due to China being the main engine behind this 12 year run and when it sneezes the 
world is going to catch a cold. To put things into perspective, China’s average annual growth 
generates the equivalent of an additional Swiss economy or 3x New Zealand's economy. We will 
get a more clear picture as to how much the Coronavirus has impacted the global economy when 
we get economic data for February.  
 
For investors, the Coronavirus has already in some cases massively impacted some companies 
and is going to negatively hit the results for Q1 for almost any company with global operations. 
Not to mention the impact on regional and local SMEs or even sole traders at centre of the 
outbreak in the Hubei Province - thankfully for some businesses, landlords have eliminated rents 
in some areas for the next month. Thus it's important to balance out the risks that have spun out 
as a result of this rapidly spreading virus. Some may argue that a vaccine is underway and that 
everything is under control so there is no need to be prepared and adjust risk levels in portfolios. 
However, it is always wiser to hope for the best but to also be prepared for the worst. Even though 
the CCDC, HKU, NIH, Moderna, University of Queensland, and pharmaceuticals have already 
started developing a vaccine there will be no vaccine ready before April as it usually takes >90 
days to go through the whole process (testing etc).  
 
Therefore, we’ve selected a few companies that will be severely impacted by the effects of the 
Coronavirus. We prefer keeping things simple and even though some of the following have 
already been hit due to efficient markets there may be more to come and they are in for a repricing.  
 

1) Royal Carribean Cruises Ltd (NYSE:RCL) 
With this outbreak it's all about looking at regional exposure and whether the nature of the 
business is going to weaken results whilst the virus is still out there. For RCC, the 
Coronavirus is going to have a big impact as they generate 6% of their cruise capacity 
from China - more than their rivals. On top of that, their most profitable spots and ports 
are based in China, which will impact their bottom line. After the wildfires in Australia and 
having to cancel dozens of cruises around China it is likely that RCC will revise their 
earnings for Q1 by up to $0.25/per share. But we believe they are underestimating the 
impact it can have in the long run as it is incredibly hard for consumers to regain 
confidence in partaking in holidays that can easily get them infected. Especially after 
incidents on other cruises and one scare on their cruise ship in Bayonne NJ.  
 
 
 
 



 
                                               Heijin Capital Investment Commentary 

                                                                                January 26th – February 9th, 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.  

12 

 
 

2) Wynn Resorts Limited (NASDAQ:WYNN), Las Vegas Sands Corp (NYSE:LVS), 
Melco Resorts & Entertainment (NASDAQ:MLCO)  
All the above companies have exposure to China 
and with the Chinese New Year cancelled it 
certainly does not bode well for them. In addition to 
57 million people on lockdown and travel bans to 
China being implemented by most countries. 
Similar to cruises, casinos are areas where the 
virus could thrive and spread very easily - the issue 
of regaining confidence in the long run is present 
again.  

 
3) Estee Lauder (NYSE:EL) 

EL’s regional exposure stands at 17%, and here it's less so about the nature of the 
business but the fact that in terms of distribution channels such as shopping malls sales 
are going to be sluggish for the foreseeable future. In addition, in severely impacted zones 
the priority is not to secure the make-up at the shopping mall so we see a sharp drop in 
demand for goods sold by EL in China. (e.g. the SARS virus caused the rate retails sales 
growth to drop by >50%) 

 
4) Marriott International Inc (NASDAQ:MAR) 

Marriott is going to suffer from the reduction in global travel and not just regional exposure. 
However, due to their large portfolio of hotel chains which hold assets in all areas of the 
world the effect will be partially dampened in comparison to others. Nevertheless, lower 
room rates and occupation rates are without a doubt for now going to eat into their Q1 
results. Marriott’s regional exposure is not as significant as others but they will certainly 
feel the effects of the Coronavirus. Another issue we see is the dependency on China 
companies have as a driver of future growth - such as Hyatt that foresees their business 
in China to double in under 5 years... 
 

5) Yum China Holdings Inc (NYSE:YUMC) 
Yum China is also going to face some headwinds for the foreseeable future due to the 
nature of their business: fast food restaurants and more. With more than 8484 restaurants 
located in 1,100 cities and towns in all the provinces in China it is by far one of the largest 
restaurant companies in China. But once more, people are avoiding restaurants in many 
provinces and with 57m in potential clientele lost due to quarantine measures for now 
does not point to a bright Q1 and even Q2 for Yum China.  

 
All in all, Heijin sees many risks and headwinds in the near future for the companies mentioned 
and many others. But, even though this creates an “immoral” opportunity for now, in the future 
when the virus will be under control investors may be able to fetch these companies at much more 
attractive valuations.  
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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. 
 


