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Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 28,992 -0.38% +0.43% 

S&P 500 Index 3,338 +0.30% +2.45% 

NASDAQ 9,577 +0.59% +5.33% 

10-yr Treasury Yield 1.475% -0.11% -0.40% 

WTI Oil ($/bbl) $53.46 +6.24% -14.21% 

Bonds $114.90 +0.60% +1.97% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG)  
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Market Outlook & Strategy 
Real Estate 
How the US REIT Market Is Set To Benefit From The Rollout of 5G 
 

In the previous commentary, we wrote about the 5G infrastructure market and how we anticipate 
this sector to experience exponential growth over the next couple of years. Building on that, we 
would like to turn your attention to another market that could hugely benefit from the rise & 
development of the new generation of communication. Surprisingly, we are talking about real 
estate, more specifically, those buildings which will have AT&T's, Verizon's and T-Mobile's new 
5G cell towers. The owners of these cell towers often lease space to wireless carriers like those 
mentioned above so they can broadcast and pick up signals from cellphones and other devices.  
 
With the introduction and rollout of 5G, an increasing amount of these cell towers will have to be 
constructed to keep up with the rising demand for faster and smoother communications, mostly 
emphasized by the development of self-driving cars, big data, national security, medtech, and 
much, much more. 
 
However, US firms are already at a disadvantage compared to the rest of the world when it 
comes to commercializing the new generation of communication. Mostly because they have 
limited access to the main radio-frequencies that enable 5G, and some operators are raising 
concern that there is not enough space on the radio-frequency spectrum to meet anticipated 
demand. For example, in Chicago, the maximum recorded download speeds for 5G topped 
1Gb/s, which seems like a significant improvement over our current 4G network, but not when 
you look at the medians. 
Median speeds are able to tell 
us more about overall 5G 
coverage in the city as you are 
not always going to be directly 
in the line of sight of a 5G cell 
tower. The figure to the right 
shows the difference in median 
speeds of different carriers in 
South Korea and the United 
States. As you can see, the 
difference is quite pronounced.   
 
To understand why the United 
States is at such a disadvantage, you must first understand how wireless communication 
technology, like 5G, works in the first place. Most wireless systems rely on radio waves, which  
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are able to transmit information back and forth between your device (such as a smartphone or 
tablet) and the cell tower (which is linked to the central server). To run these systems, providers 
like Sprint or AT&T have to buy "space" on the radio-frequency spectrum. The low & mid-band 
(LF & MF on the chart below) of the spectrum are very useful for transmitting vast amounts of 
data over short distances, which is why they are used for Wi-Fi and our current 4G network.  

As you move to the right of the band, wavelengths become shorter and transmit over a much 
higher frequency, which means that more information can be carried in the same amount of time. 
However, these short wavelengths present a significant technical problem - they don't travel very 
far. This means that your signal might not work when you are indoors or if anything blocks your 
direct line of sight to the cell tower (even something as simple as a tree in a park would interfere 
with the transmission). The way providers will get around this is by installing a massive number 
of nodes around the city, which will create a segmented blanket of coverage for the most 
populated areas of the city. And as you might have guessed, the build-out of this infrastructure 
will not be cheap.  
 
So, why are US firms at a disadvantage? It has to do with how worldwide communications are 
governed - more specifically, how the International Telecommunication Union divides the world 
into different communication zones or regions.  
 
Within these three regions, countries negotiate, and reserve frequencies and operators bid to 
buy space on these frequencies. In the US, most of the high-frequency wavelengths which can 
be used to build out 5G networks are already reserved by the NTIA (National 
Telecommunications and Information Administration), which is responsible for all military 
telecommunications for the US Army, NASA and the Department of Defense. This leaves very  
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little space for private companies like Sprint or Verizon to develop communication networks for 
civilian use.   
 
Because firms in other countries are not at such a disadvantage, they will have more access to 
the mid-band, which will still offer 
high download speeds but will also 
mean that there will be more 
coverage, and the radio waves can 
travel further distances. For 
example, countries in Region 3 
(mainly China, Japan, and South 
Korea) are working simultaneously 
on building out the mid and high 
band networks for the rollout of 
5G, since that space is not 
reserved for the use of any 
particular national defense 
organizations. Many analysts in the 
sector anticipate that China will be leading the 5G revolution in the mid-band frequency spectrum 
and will have a huge advantage over US companies by being able to develop this sector first.  
 
As negotiations advance in the US, analysts say that private firms in the US will lobby over the 
use of the NTIA dominated mid-band, but most of these negotiations will take between 5-10 
years. This means that for the time being, 5G in the US will be fast, but will have to rely on the 
installment of the nodes we mentioned above - and this presents a considerable opportunity for 
REIT's across the country.  
 
The three publicly listed cell-tower companies all rallied last week after a federal judge cleared 
the merger of mobile carriers T-Mobile and Sprint Corp. Shares of American Tower Corp., 
Crown Castle International Corp. and SBA Communications Corp. each gained more than 
4% on Feb. 11, the day of the judge's ruling. Despite some earlier concern that moving from four 
major carriers to three could cut rental revenue paid by cell companies, analysts said that a 
stronger combined company would be a better tenant for the REITs.  
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Investment Analysis 
Equinix (NASDAQ:EQIX):Backbone Of Every Tech Portfolio And Powerplay In 
Turbulent Markets 

 
Equinix is a California-based REIT specialized in data center infrastructure. It leads the global 
data center colocation market with over 200 data centers in 25 countries on five continents. 

 
The data center infrastructure market is 
usually segmented into three main sectors: 
wholesale data centers, colocation data 
centers, and data center interconnections. 
Wholesale data centers provide only space, 
power supply, and sometimes internet 
connection and cages for the server racks, 
whereby clients are required to purchase and 
maintain their hardware. Usually, customers 
in this segment are cloud providers such as 

Google, Amazon, and Microsoft. Colocation data centers provide everything from internet 
connection to hardware. Still, unlike with cloud platforms such as AWS and Azure, clients usually 
need to take care of all software aspects of the data centers. Large companies like Walmart, 
McDonalds, and Goldman Sachs usually use colocation data centers, because they don't want 
to take care of the hardware, but still have the highest degree of flexibility. Datacenter 
interconnections refer to data lanes between different data centers and form an essential part of 
the internet.  
 

 
Equinix engages exclusively in data center 
colocation and interconnections, which make up 
respectively 85% and 15% of its total revenue. 
Especially data center interconnections, but also 
colocations, are both significantly stronger 
segments than wholesale data centers because 
they have high market barriers. Most other data 
center REITs and other competitors derive 
significant parts of their revenues from wholesale 
data centers, which was a key reason why they 
underperformed Equinix in recent years. The 
wholesale data center market has come under 

severe pressure in recent years since low market barriers led to oversupply. 
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The investment thesis for Equinix is relatively simple: Everyday people all around the world 
produce an immense amount of data that needs to be processed and stored somewhere. 
Consequently, Equinix's business will continue to grow in the foreseeable future without an end 
in sight. With about 13% market share for 
colocation data centers, more than twice 
as much as the second company by 
market share, Equinix is the undisputed 
leader in the segment. Moreover, Equinix 
is amongst its peers also the most 
significant player in data center 
interconnections, a sector that grows 
faster than both wholesale and colocation 
data centers. Beyond that, Equinix's size, 
as well as its strong data center 
interconnection, are a good selling point to 
win future deals and consequently further grow market share. Lastly, in 2019 Equinix announced 
a joint venture with GIC to develop and operate hyper-scale data centers in Europe. The JV will 
close in 3Q and is expected to increase revenues by 3%-5%, while also acting as a launching 
platform for more strategic partnerships. 
 
Equinix is an especially attractive investment in the current turbulent markets due to its relatively 
low risks. The main risk for Equnix are the boom and bust cycles commonly seen in the data 
center market. At the moment, this risk seems to be reasonably low because data center usage 
rates are high, and data center development rates are reasonable. Other risks are mainly 
systematic such as currency risks and risks from an economic slowdown. 
 
Heijin's take on the situation is that Equinix is a sound investment given the current uncertain 
market conditions. However, we see Equinix also as a strong long-term investment. The data 
center market is currently fairly scattered, which offers Equnix opportunities to consolidate, 
expanding market share, and thereby gaining pricing power. Moreover, the increasing adoption 
of 5G, artificial intelligence, and IoT will substantially boost the necessity for data centers, 
securing the long-term growth for Equinix's revenues. 
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Commodities  
Is Palladium A Golden Investment? 
 

The palladium market has been in an annual supply/demand deficit for several years now. 
Palladium is a lustrous white material, one of the six platinum-group metals. About 85% of 
palladium ends up in the exhaust systems in cars. Strict emission controls have been fueling 
demand for palladium due to the materials role in the production of catalytic converters in 
gasoline-powered cars. Catalytic converters transform harmful gases, including hydrocarbons, 
carbon monoxide and nitrogen dioxide, to safe gases such as nitrogen, carbon dioxide and water 
vapour.  With emission laws becoming stricter with each passing year, the demand for the metal 
is expected to continue rising. China, which is the world’s largest auto market, now requires 
each vehicle to contain 
around 30% more palladium, 
platinum and rhodium from 
the start of this year. Earlier 
this month, palladium traded 
at an all-time high of US$ 
2,786 per ounce with the 
metal up 14% in the past 30 
days. The metal was up 14% 
in 2018, 50% in 2019, up 
30% to its early high in 2020, 
culminating in spectacular 
507% appreciation in the 
past 10 years.  

  
Shockingly, despite China's colossal purchasing power on the auto market, palladium has in fact 
been benefiting from the coronavirus outbreak as investors flee equities in favour of safer assets. 
Despite, the price boost from the outbreak, the major driver of the commodity has been the 
combination of serious tightening in supply, with a deficit of over 1,100,000 ounces in 2019, 
coupled with growing demands in the manufacturing sector, as regulations require emissions to 
be further reduced. 
 
These higher prices of palladium have caused some investors to speculate on the cheaper 
alternative metal in catalytic converters, platinum. Despite this, Heijin is unconvinced in the 'real 
world' viability of making such as a switch. The overriding issue is that it is not as easy just 
making ‘the switch' (such as substituting sugar in your coffee for stevia). The manufacturing 
process and  
 

Figure 1 - 10 Year 
Palladium (USD) Chart 
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the product itself would have to be taken back to the drawing board and completely redesigned 
to account for the change in a catalyst, potentially taking years to complete. Furthermore, 
Palladium is more evenly spread throughout the world with sizable pockets in the US & Canada. 
Supply of platinum, however, is completely dominated by Russia, Zimbabwe and South Africa 
who alone count for over 50% of mining. Thus, a supply-side shock to any one of these countries 
would completely bring the auto production market to a standstill and it is clear manufacturers 
are not ready to take such a risk.  
 
Heijin believes that the savvy investor would wait for a major correction before directly exposing 
themselves to the palladium market. Heijin would recommend not investing directly in the mines 
themselves which could bring unwanted volatility to an already relatively volatile product, thus 
ETFS Physical Palladium Shares ETF (NYSEARCA: PALL) would be our primary vehicle of choice. 
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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. 
 


