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Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 28,606 +1.63% -0.91% 

S&P 500 Index 3,483 +2.21% +6.94% 

NASDAQ 11,671 +2.99% +28.37% 

10-yr Treasury Yield (% yield) 0.76% -0.02% -1.12% 

WTI Oil ($/bbl) $40.88 +4.23% -33.05% 

Bonds $117.89 +0.31% +4.62% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG) 
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Industry Analysis 
Mining Industry & COVID-19 

 
Covid-19 is an acutely difficult situation to maneuver for any active investor, these are unprecedented 
times we find ourselves with little to look back over previous trends to attempt to predict when will 
happen next in the markets. The closest events, financially anyway, to the pandemic is of course the 
numerous financial crises that has spanned the past 50 years. In the context of mining, it is somewhat 
harder to predict, due to the amalgamation of variables such as locations, jurisdictions, shipping etc. 
and of course, what is being mined. When one looks back to the credit crisis of ‘08, we saw a general 
downtrend of commodity prices across the board except for gold of course, with the market hedging 
asset up over 10% during the time. We are seeing similar reactions now with investors flocking to 
Gold (up 21% from Jan 20'), scared of the current pandemic and increasing political tensions coupled 
with the weakening dollar. As we look forward to 2021 Heijin are very much bullish on the gold mining 
industries with analysts predicting Gold prices to exceed record rates reached in Aug 20’ of $2000/Oz 
early in 2021. This surge in prices rising further into next year is founded on the basis of fresh 
monetary stimulus from central banks, weak global economic growth, and continued geopolitical 
uncertainty. Heijin is particularly bullish on remote, fossil fuel-powered, EM-based firms, with the 
contraction in energy prices and high dollar depreciation increasing margins significantly in remote 
mines with costs falling by almost $100 an ounce in some locations.  
  
Polyus is Heijin’s favorite player in the current market. PJSC Polyus (LSE:PLZA) is a Russian gold 
mining company. It is the largest gold producer in Russia and one of the top 10 gold mining 
companies globally by output. Polyus is renowned for being one of the lowest cost, large market cap 
producers of Gold. PLZA has repeatedly delivered high quality earning over 5 years (roughly 6% PA). 
Analysts are extremely confident in the firm with many putting predicted earning over the next 3 years 
to surpass 20%. Despite a reasonable amount of debt, Polyus free cash flow is easily able to cover 
both their long- and short-term liabilities with EBITDA margins at 67%. This is coupled with brilliant 
ROE, ROC and ROA, at 45%, 32% and 24% respectively. (N.B despite the stellar ROE one must 
account for the impact such an amount of debt has on this figure). Polyus recently finalised the buyout 
bought out the holder of the Sukhoi Log deposit license, totaling $438 million. Sukhoi Log, in the 
Irkutsk region of eastern Siberia, is one of the largest untapped gold deposits in the world. Polyus 
previously said that a mine at Sukhoi Log would cost between $2-billion and $2.5 billion. The Russian 
State Commission on Mineral Reserves has estimated Sukhoi Log’s gold reserves at 930.3 million 
tonnes of ore, grading 2.1 g/t of gold for 62.8-million troy ounces of contained gold. JPMorgan puts 
NPV around $17BN, quoting “assuming a conservative $1,200/oz gold price in real terms, we 
calculate a robust NPV of about $8 billion (with >35% IRR), backed by large-scale high-grade open-
pit operations and relatively low capex intensity.” In Polyus, we see a brilliant company that in an 
enviable situation to take advantage of the current financial climate, as well as having an enviable 
long-term growth profile to remain a brilliant addition to any portfolio transitioning into the post Covid-
19 age. 
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Investment Analysis 
Materialise - a Mid-Cap Belgian Company That Is Leading In 3D Printing That 
Should Get More Attention 

 
Materialise was founded back in 1990 in Leuven (Belgium) when there was little noise around 
the 3D printing industry. Back then 3D printing was very much a new concept/technology and 
was yet to be adopted by enterprises and consumers on a medium to large scale. Today, the 
landscape has swiftly changed in favor of 3D printing and elements linked to it. As a result, the 
industry is experiencing a tremendous amount of growth after its applications have become 
better known.  
 
At Heijin, one key element we look for when looking to allocate capital on a more long-term basis 
in a private or publicly listed company is sustainable and consecutive sector/industry growth for 
the next decade or so. Even if the global economy were to grow below set trajectories or 
otherwise. Positive industry tailwind(s) is a factor that needs to be in your favor on a 3, 5, 10, 20-
year period. When Jeff Bezos was working at the quant hedge fund D.E. Shaw and came across 
the fact that web usage was growing at 2300% YoY it made it a no-brainer for him to get out 
and start a company that offered a service/product that would ride that growth. For the 3D 
printing industry, the growth isn’t on par with web usage, but it has been growing in the range of 
20-30% CAGR for the past 
few years and it is expected 
to remain in that range for the 
next decade. That level of 
growth coupled with an 
already industry-leading 
company such as Materialise 
that is organically growing 
and increasing its product 
offering it gives you a 
phenomenal long-term 
investment play. 
 
Materialise’s range of products and services means it can get exposure to so many different 
industries that other very focused 3D printing companies will not, I.e. it certainly does not have 
all its eggs in one basket, which can be beneficial in a rapidly changing tech world. Overall, 
Materialise offers products/services across Software, Manufacturing and Medical. This gives it 
access to clients in Aerospace, Architecture, Fashion, Automotive, Machinery & Equipment, 
Healthcare and other industries.  
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The technicalities and competitive advantages of their whole product suit(es) deserve an entire 
commentary – but we decided to point out the positive outlook we have especially on their 
software related services/products as well as medical. Its manufacturing products/services we 
believe will face significantly more competition and that the market will get quite saturated even 
with much less capable competitors. On top of that, as we’ve seen from their Q2 2020 filings the 
manufacturing segment is more correlated to the macro environment as it experienced a 31.7% 
decrease in revenue and a fall in EBITDA margins from 11.5% to 3.9% but this was exceptional 
due to the circumstances COVID created. Even though manufacturing makes up for >40% of 
their revenue we are more bullish on software and medical applications. However, we do 
recognise their market-leading solutions in the manufacturing space and their dominant and very 
established position in the automotive 3D printing market for instance (>25% market share). 
Software on the other hand actually experienced a 2.4% growth in revenue and a staggering 
almost 2x in their EBITDA margins resulting in almost 2x in EBITDA during the worst Q2 for most 
companies this year.  

  
Software was probably the less thought of go-to product offering for companies entering the 3D 
printing industry in the last decade but Materialise has been an early pioneer of it. If Materialise 
can retain its foothold in the software space it could be very beneficial for a creating an even 
larger recurring revenue base that actually grew by 22% QoQ in Q2 of 2020 during the depths 
of the pandemic.  
 
Lastly, Heijin prefers companies such as Materialise that have not been loss-making since the 
beginning and where the growth story is not used to compensate for years in the red. Materialise 
actually generated c. 3.6M in net income for FY 2018 and 1.8M for FY 2019 and a positive 
EBITDA since 2016 (with an EBITDA of 22.1M for FY 2019). Evidently, 2020 will not be as glorious 
but we want to be in this for the long-run. From our perspective, trading at 10x revenue and 100x 
EBITDA is quite reasonable and we can see it moving much higher from here as the company 
begins to further invest & consolidate and take advantage of the monumental industry growth. It 
is worth noting that when compared to other tech related companies such as Snowflake (trading 
at 253x revenue with no +ve EBITDA), Peloton (trading at 20x revenue and 563x EBITDA), and 
others we are happy to see that it has not been part of the tech mania that has propelled the 
valuations of great companies to obscene levels that no investors should be comfortable paying 
for.   
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Investment Analysis 
Unity Software 

 
Last month Unity Software was added to the long list of the current IPO season and until now 
the company’s stock did remarkably: it soared 78% so far. The company was originally founded 
in 2004 as a game development company; however, as their first game flopped, the founders 
decided to pivot and start selling the game development tools they developed for their game. 
Since then, Unity’s main goal is the democratization of game development by developing tools 
that makes it as easy as possible to develop 2D & 3D games. 
 
More precisely, Unity’s main product is a platform that helps game developers to create 2D and 
3D motion, animate it, process the motion of the parts in the game in real time, etc. Unity employs 
a freemium business model, which means that core functionalities of their products are free but 
developers need to pay for more advanced ones. Moreover, Unity is currently expanding their 
product offering by selling services that help developers to test and monetize their games and 
other products. 
 
Unity’s main products are virtually operating in a duopoly with Unreal Engine, the game engine 
developed by Epic Games, the company behind games such as Fortnite. Although it is quite 
difficult to estimate exact market shares in this sector, it is estimated that Unity dominates the 
market with about 50% of the market share while Unreal Engine has 20%-50% of the market. 
The reason why it is difficult to estimate the market share is because multiple metrics can be 
used to calculate it and the companies behind both engines were private until recently and one 
still is. 
 
Heijin Capital is bullish Unity Software because it operates in some of the markets with the 
biggest growth rates. First of all, there’s Unity’s current main market, namely gaming. Especially 
due to COVID-19, but not only, gaming is growing at a rate of more than 13% per year. However, 
beyond gaming the unity engine is widely used to power technologies such as VR and AR which 
are also growing at staggering rates. Moreover, Unity is increasingly being used in new areas 
such as Architecture as better computers allow realistic 3D rendering without long computing 
times. 
 
Consequently, we think Unity Software is a strong buy, as it allows to bet on many of the high-
growth emerging tech sectors through one single stock; however, we think that the stock price 
will pull back a little once the hype around the IPO has cooled down, therefore we would slowly 
build up a position. However, once the stock price drops below $75 per share, we think the 
company is a strong buy. Indeed, we think that even at the current price Unity Software is a good 
purchase, as the company is still value low in comparison to other tech companies.  
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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. 
 


