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Global Portfolio Holdings Weekly  
Executive Summary  
 

- S&P 500 hits an all-time high. Surpassing the January highs, but is having trouble 
moving forward at this level. In terms of a Risk/Reward ratio it would be best to 
purchase out-of-the-money put options on the S&P 500 Index Funds out there. This is 
because of the inverted yield curve, volatile EMs, and huge FX swings along with 
geopolitical uproars, which may present much more downward pressure and volatility 
risk. Let’s not forget that in 1929 a 15% rally was followed by the worst financial crisis 
ever.  

 
- Venezuela still out of control. The situation in Venezuela is not improving, with 

inflation currently standing at ~60,000% and rising. In fact the IMF expects it to hit 
1,000,000% this year. Today, 14m Bolivars will get you a chicken. We can now say 
Venezuela is in a hyperinflationary environment. Heijin’s research from September 2017 
that recommended purchasing CDS on Venezuelan Bonds  (CDS-5A) has payed off 
very well (10x on investment). On the other side of this trade was Goldman Sachs, who 
last year tried to buyback cheap Venezuelan bonds to retain its debt market, however, 
that bet has turned sour and the IB stands to lose >$800m. A huge loss even though 
GS Asset Management bought them at a 70% discount.  
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Market Summary & Strategy 
 
Lithium as an Investment  
 
Over the past 100 years lithium demand has grown by over 700%. 
The global automotive industry is constantly announcing the 
release of new electric vehicles, which is stimulating investment 
into battery capacity and performance.  Recent emission control 
scandals and growing international pressure on the automotive 
industry to cut exhaust emissions has assisted in expediting the 
introduction of electric vehicles. In Q4 2017, Britain and France 
both agreed that new petrol and diesel cars should be banned by 
2040, while China continues to strengthen its new economy by 
forcing automobile manufacturers to build more electric vehicles by 
2020 or purchase credits from other producers. Lithium has 
remained in tight supply over the past few years while demand has 
started to increase, which has pushed prices from $5,000 / T LCE to around $13,000 / T LCE in 
November 2017.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Overall, Chile possesses the largest confirmed lithium reserves in the world, with over 7.5 million tons 
of the element. By that estimate, the country hosts roughly five times more lithium than Australia, which 
features the second-largest reserves. The Atacama salt flat is the most significant source of country’s 
massive lithium production, and it has been reported that one project alone equates approximately 
20% of the world’s total lithium.  
 



 
 
                                                                                                     Investment Commentary  
                                                                                                     August 12th - August 26th 2018                                 

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.  

 
 
 
The Lithium Triangle 
 
The intersection of Chile, Bolivia, and Argentina make up the region known as the Lithium Triangle. The 
Lithium Triangle is known for its high quality salt flats including Bolivia's Salar de Uyuni, Chile's Salar 
de Atacama, and Argentina's Salar de Arizaro. The Lithium Triangle is believed to contain over 75% of 
existing known lithium reserves. 

 
 
 
 
 
 
 
 
 
 
 
Public companies Heijin Capital is researching into: 
 

1. Sociedad Quimica y Minera (NYSE: SQM), a Chilean producer of specialty plant nutrients 
and chemicals that runs large-scale lithium production operations. The main production 
facilities are located in the Atacama desert. 

2. Lithium Americas Corp (OTCQB: LACDF), a Canadian/Argentinian miner, producer and 
supplier of lithium, with large-scale assets located Argentina and Nevada, USA. 

3. Bearing Resources (TSXV:BRZ), a Canadian miner developing a lithium brine project in Chile 
and the highest-grade undeveloped projects. 
 

Alternative ways of investing into Lithium: 
 

1. Global X Lithium ETF (NYSE: LIT), an ETF trading since 2010 and holding the above 
listed lithium producers as its top holdings. LIT is a passive ETF seeking to replicate 
Solactive Global Lithium Index. 
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Oil Refinery New Regulation 
 
The UN International Maritime Organisation has decided to cap marine fuel oil sulphur content 
commencing 2020, with levels of sulphur being cut from 3.5% to 0.5% . This move is after increased 

pressure from politicians and activists alike 
, to push the shipping industry to be more 
environmentally friendly.  Despite, the 
obvious environmental benefits to the 
reduce sulphur content, this new regulation 
will strike a blow to the consumer, raising 
both the cost for shipping and at pump. So 
how can one benefit from this ? Well, as 
shown by the diagram below , ship owners 
have a few options , they can upgrade their 
ships with emission reducing systems , 
switch the “type” of fuel , or , perhaps most 
easily, buy higher quality marine fuel.   
 
 

 
This means that there will of course be a huge rise in demand for this lower sulfur content fuel or 
shipping companies who are already environmentally savvy. Moreover, there are only a handful of 
refineries and shipping companies who are well placed enough in this market to take advantage of 
these new regulations; NESTE (NESTE:Helsinki), Reliance, and the giant BP. BP has long been an 
industry behemoth, and with the IMOs regulation they look set to sore even further. Their allocation of 
middle distillates (47%) to their  output , as well as their relatively low production of sulphur heavy fuel 
(3%), means that unlike many other giants they will be wholly unaffected. Most importantly perhaps, 
they might actually be in the brilliant position to take advantage of the chaos that will unfold when these 
regulations come into fruition.   
 
NESTE is a Scandinavian firm that specializes in high quality oil products and renewables with an 
emphasis on environmental responsibility. The very nature of their business model means that they will 
in fact benefit from this regulation, as it forces the less responsible firms to spend time and money 
altering output, investing in new refinery systems etc, whereas NESTE is already perfectly positioned. 
What's more, their 2030 outlook of increased environmental concern and further investment into 
renewables means that they will be secure against the almost inevitable future industry regulations.  
 
Reliance, a gulf coast processing plant has brilliant flexibility when it comes to output, easily able to 
maneuver through the tumultuous waters of this increasingly regulated industry. What's more,  
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Reliance is in a good financial standing, with their best year yet in 2017, revenue up 25% and net profit 
up 12.6% reliance is in an increasingly solid position to benefit from this regulation. 

 
 
Musk to bring Tesla private? 
 
Recently the CEO and Founder of Tesla, Elon Musk, posted on twitter his consideration to bring the 
company private at $420 sending the stock soaring over 16% on the day. To shareholders and 
investors this leads to two questions, how plausible is it for Musk to do so, and if he does so, what are 
the advantages and drawbacks for the company? 
 
Musk announces plan to bring Tesla private August 1st: 
 
Firstly, how plausible of an outcome is it for Tesla? In his tweet Musk stated that funding had been 
secured, and it was a real possibility, however this remains dubious, as it is in present time, a feat that 
has never been achieved on such a large scale. As Peter Bible, chief risk officer at EisnerAmper, stated 
“no one has done it on this large a scale”. Musk has also tweeted there would be no forced sales of 
stock, allowing holders to keep the stock. Importantly, around 17% of the stock is owned by small-
investors who are too small to have to report their stakes, however only accredited-investors are 
allowed to own shares in a private company. Musk, if he chose to not opt for forced sales, would have 
to make Tesla private through a special purpose fund, which itself might have to be publicly listed. 
Morningstar’s David Whiston has also stated about 40% of the shareholders might take the money, 
costing around $28.7 billion.  
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In conclusion, for the moment it is impossible to definitely answer the question ‘is Tesla going private?’, 
however it must be kept in mind that the process would take an extended period of time, a large 
amount of funding, and would be a sizeable distraction to Tesla, furtherly delaying its progress, and 
specifically the Model 3. 
 
Secondly, what motive does Musk have to take Tesla public? Without a doubt Musk has had a troubled 
relationship with investors. In an investors call earlier this year he attacked two analysts using the 
words “bonehead” and “dry” to describe their questions. Tesla going private would end there quarterly 
reports, along with Wall Street expectations, which add “enormous pressure” onto the company. In 
addition, as Musk has mentioned, as shareholders, all employees are subjected to the stocks volatility 
which might sidetrack employee objectives, decreasing efficiency. His mission is also dissimilar to 
many investors, as their quarterly expectations clash with Musk’s grand and long-term vision. Overall, 
the upside lies in after the company goes private, however the long and gruelling process will be a 
drawback, limiting the companies output and act as a limiting factor for several months, defeating the 
initial purpose of making Tesla private. 
 
Overall, many questions still surround the issue of Musk’s plan to bring the company private. Is Musk’s 
desire to bring Tesla private an achievable goal? It may be done similarly to how Fidelity invested into 
SpaceX. Arguably, his decision will be most dependent on Tesla’s largest thorn, quarterly reports. If 
Tesla’s model 3 production improves, and reaches targets, quarterly reports will work to benefit the 
company. However, this will only be answered in coming months. For the moment, as Heijin’s opinion 
remains, it is best to withstand the stock’s volatility, and the CEO’s troubled year, and hold the stock 
until these question are answered substantially.  
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DISCLAIMER 

 
Heijin Capital or HeijinCapital.com, is not an investment advisory service, nor a registered investment advisor, nor a capital 
management firm or broker-dealer and does not purport to tell or suggest which securities customers should buy or sell for 
themselves. The analysts and employees or affiliates of Company may hold positions in the stocks or industries discussed here. 
You understand and acknowledge that there is a very high degree of risk involved in trading securities. The Company, the authors, 
the publisher, and all affiliates of Company assume no responsibility or liability for your trading and investment results. Heijin 
Capital operates as a private family fund where we oversee several managed accounts.  
 
It should not be assumed that the methods, techniques, or indicators presented in these products will be profitable or that they will 
not result in losses. Past results of any individual trader or trading system published by Company are not indicative of future 
returns by that trader or system, and are not indicative of future returns which be realized by you. In addition, the indicators, 
strategies, columns, articles and all other features of Company’s products (collectively, the “Information”) are provided for 
informational and educational purposes only and should not be construed as investment advice. Examples presented on 
Company’s website are for educational purposes only. Such set-ups are not solicitations of any order to buy or sell. Accordingly, 
you should not rely solely on the Information in making any investment. Rather, you should use the Information only as a starting 
point for doing additional independent research in order to allow you to form your own opinion regarding investments. You should 
always check with your licensed financial advisor and tax advisor to determine the suitability of any investment. 
 
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.  
 
 


