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Global Portfolio Holdings Weekly  
Executive Summary  
 
→ Mueller Report  
The Mueller report released on the 18th of April was the report written about the inquest into the 
alleged Russian interference into the 2016 presidential election, led by special counsel Robert 
Muller. The report had the goal to both expose any Russian involvement, and to investigate any 
potential charges of conspiracy. The report concluded that there was a Russian involvement in 
the presidential election both through social media and the hacking of key documents, they were 
unable to completely confirm that ‘no criminal conduct occurred’ by a citizen of the United 
States. They also concluded that Trump's team were aware that a Russian interface would be 
beneficial for their campaign, yet did not actively take steps to assist or conspire with the Russian 
government or groups in Russia. Thus, the report neither exonerates or damns the president. 
 
→ German economy  
Germany, once the powerhouse of Europe is swiftly turning sour. Their famous manufacturing 
sector remains in a colossal slump, and the government now predicts the weakest year in terms 
of expansion in over half a decade. The poor economic data coming out of German has hurt the 
euro, in addition to further difficulties in the area from Italy's stagnating economy. This 
accumulation of bad news and weakening of the eurozone could force the reluctant ECB’s hand 
into hiking rates.  
 

INDEX CLOSE WEEK YTD 

Dow Jones Industrial Average 26,560 0.6% 13.9% 

S&P 500 Index 2,905 -0.1% 15.9% 

NASDAQ 7,998 0.2% 20.5% 

MSCI EAFE* 1928 0.6% 12.1% 

10-yr Treasury Yield 2.56% -0.01% -0.12% 

Oil ($/bbl) $64.02 0.2% 41.0% 

Bonds $108.19 -0.3% 2.4% 

*bonds are represented by the iShares Core U.S. Aggregate Bond ETF 
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Market Summary & Strategy 
Commodities  
Gold & Global Debt 
 
Spot gold is reasonably higher on the year, and has added more than 12% since last August, 
when it weakened to prices below $1200 
per ounce. Markets are primarily distracted 
by the growing prospect of a slowing 
economy, rising global debt balances and 
an inverted U.S. yield curve that may be 
signaling a recession (which we spoke 
about a couple commentaries back). 
Furthermore, Goldman Sachs forecast gold 
prices would rally by around 10% in the 
next year, to around $1425, compared to its 
current levels near $1300. All of these 
factors have helped the precious metal, a 
traditional safe-haven asset, stage a quiet 
rally, but with the help of another dubious source: the Global central banks. 
 
Recently, the IMF has published a study investigating the current global debt levels. Here are the 
major takeaways from the report: 

 
● Global debt has reached an all-time high of $184 trillion in nominal terms, the equivalent of 225 

percent of GDP in 2017. On average, the world’s debt now exceeds $86,000 in per capita 
terms, which is more than 2½ times the average income per-capita. 

● The most indebted economies in the world are also the richer ones. The top three borrowers 
in the world—the United States, China, and Japan—account for more than half of global debt, 
exceeding their share of global output. 

● The private sector’s debt has tripled since 1950. This makes it the driving force behind global 
debt. Another change since the global financial crisis has been the rise in private debt in 
emerging markets, led by China, overtaking advanced economies. At the other end of the 
spectrum, private debt has remained very low in low-income developing countries. 

● Global public debt, on the other hand, has experienced a reversal of sorts. After a steady 
decline up to the mid-1970s, public debt has gone up since, with advanced economies at the 
helm and, of late, followed by emerging and low-income developing countries. 

 
Data from HSBC, meanwhile, estimates the debt crisis is even worse at around 300% of GDP, 
and any slowdown in global growth could be made worse by this debt position.  
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Moreover, it can be deduced that the vulnerabilities of the G10 currencies and economies lie 
more in the accumulation of private sector debt rather than in government fiscal balances. It is 
also therefore likely that any concerns surrounding private debt will have a more significant 
bullish impact on gold. 
 
The U.S. Treasury’s International Capital (TIC) data for January illustrated a phenomenon that’s 
been advancing for at least a year: official foreign buying of debt is declining and is being 
displaced by monetary authorities piling up on gold. During the month of February, dollar-
denominated securities saw a net TIC outflow of nearly $144 billion, with official selling around 
$20 billion of that amount (according to TIC).  

 
 
Global Macro 
The Shipping Industry 
 
The shipping industry has been struggling enormously for the past decade with suppressed daily 
rates, rising costs, lack of innovation, excess capacity, and too much leverage overall. And, even 
though shipping is still responsible for over 50% of global trade it has not been in the spotlight 
for a while now. In the equity markets in the U.S. there are not even 60 listings that are 
concentrated in the shipping industry, and globally there are approximately 150 listings (mainly 
Scandinavian, U.S., and European based firms).  
 
The Daily Rates (Key Driver): 
Most often the Baltric Dry Index (BDI) is used to measure the cost of transporting certain raw 
materials. In essence, it is a composite of three indexes that measure varying sizes dry bulk 
carriers (Capesize, Panamax, and Supramax). From this the Baltic Exchange takes the cost of 
transporting via >20 routes for each of the ship sizes and calculates the global average.  
 

1. Capesize - largest ships in the BDI with a DWT (deadweight tonnage) of at least 100,000. 
These mainly transport coal and iron ore. (None of these go through the Panama Canal 
because of their size).  

 
2. Panamax - mid-size ships with a DWT of 60,000-80,000. These mainly transport coal, 

grains, and minor bulk products (sugar and cement). (Barely pass through the Panama 
Canal). 

 
3. Supramax - lower-end size ships with a DWT of 45,000-59,999.  
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From the BDI (see chart below) it is no surprise that since 08 and even before, that the prices 
have drastically dropped. This obviously results in reduced daily rates for shipping companies, 
and hence less earnings. Currently rates are at <1/10 of what they used to be and shrank by 
more than 40% in January 2019 alone.  
 
From our research, the BDI is without a doubt a key driver that serves as a good tool to estimate 

capital inflows or 
outflows in and out of 
shipping equities. Thus, it 
is no surprise that most 
shipping equities have 
lost at least ⅓ of their 
market cap over the past 
4-5 months alone. Now, 
the question is how much 
lower can the BDI go? 
The answer to that 
depends on classic 
demand & supply in 

global trade.   
 
Another index that can be used to track daily rates is the HARPEX Shipping Index. The HARPEX 
tracks on a weekly-basis 
container shipping rates in the 
charter market for 8 classes of 
all-container ships. The 
HARPEX index is actually to 
some extent a more reliable 
indicator of global trade since it 
only calculates rates for all-
container ships which are used 
to transport finished goods. But 
even the HARPEX has struggled 
to move upwards post 08 (see 
chart 2 to the right).  
 
Rising Costs (Key Driver):  
On January 1st 2020 the International Maritime Organization (IMO) will put into action the IMO 
Marpol Annex VI Regulation that limits sulfur content present in bunker fuel that ships use. The 
cap will be set at 0.5% instead of the current rate of 3.5% that most vessel operators do not 
have many problems complying with. This will set some shipping companies in the red with their  
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CAPEX shooting up in order to either entirely remodel engines and systems to comply with it or 
in most cases to build new and more advanced vessels. According to the CEO of AP Moller-
Maersk this would overall increase costs in the industry by $50 billion.   
 
According to the IMO simply purchasing more expensive fuel oil/bunker fuel that satisfies the 
0.5% sulfur content cap may actually cause costs to be higher than if the vessel operators were 
to build more modern vessels.   
 
For some companies operating in areas that are lightly or badly regulated this is great news since 
this has made higher sulfur content fuel oil 
incredibly cheap in comparison to <0.5% sulfur 
content fuel oil (high arb). In fact, high sulfur 
fuel oil swaps have gone into backwardation 
(see chart 3 below). But, in the long run these 
companies will have to adjust these fleets to 
make them comply withzthis new regulation 
since compliance checks will only get stricter 
and stricter - especially with states concerned 
about the global environment.  
 
Scrubbers can be used in order to remove the sulfur from the fuel, however, this costs at least 
$3-5m per ship to install and even with this the majority of the largest bulk carriers can’t run on 
0.5% sulfur fuel oil anyway. These rising costs will push up the rates vessel operators can charge 
in order to stay-in-line with the costs they had before.  
 
No more excess capacity (Key Driver):  
From 2008-15 the annual fleet growth was in the double digits most of the time. This decimated 

so many earnings as it is what suppressed the 
daily rates so much. But now demand has 
caught up and fleet growth is at the lowest 
level in at least a decade. This has normalized 
the market and will be a big driver for the daily 
rates.  
 
With a much healthier orderbook this can 
make tanker rztes rise by 46% in 2019, and 
by at least 20% in 2019 (Bloomberg 

Intelligence). For shipping companies this is music to their ears as their earnings can at least 
double over the next 5 years, and since most were operating at small losses or barely breaking 
even it will propel their valuations to much higher levels.  
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For some companies all of these drivers translate into monumental increases in earnings for 
them in proportion to their current valuations. A company that we are looking at called Scorpio 
Tankers experiences a $45m increase in cash flow after the daily rates go up by $1000.  
 
Capital Inflow (Key Driver):  
Since shipping has not been an attractive sector for a while many hedge funds or other 
institutions have not allocated capital towards any companies in it. But, recently this has 
changed. New-York based hedge fund Oaktree Capital Management has approximately 10-15% 
of their $10bn fund invested in shipping stocks. And often holding large stakes, such as the 
>40% they hold in Starbulk Carriers. These capital flows certainly reinstate confidence in this 
previously dead industry. 
 
 
Companies we are looking at:  
Q2 2019 
→ Starbulk Carriers (SBLK) 
→ Scorpio Tankers (STNG) 
→ Teekay Tankers Ltd (TNK) 
→ Euronav 
→ AP Moller Maersk (AMKBY-ADR)  
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Investment Analysis 
Cyber Security  
 
In consequence to our global macro analysis of the cybersecurity market in the previous 
commentary we received numerous requests to outline promising companies. Therefore, we are 
again including cyber security in this commentary; however, this time we are analysing the sector 
in terms of an investment analysis. Contrary to popular belief, cyber security is not a 
homogeneous industry and not just a nice term for antivirus software; Cyber security is worthy 
of the term sector and includes everything from social hacking training to artificial intelligence 
intrusion detection and a lot more. Cyber security companies can without exaggeration be 
compared to private armies using soldiers, missiles, ships and fighter jets to protect their clients 
from cyber-attacks; however, since everything evolves in cyberspace it is invisible to most 
people. Similar to how there are separate industries that build ships, tanks and weapons for the 
real army, in cyberspace there are separate industries around single sign-on solutions, hardware 
security, cyber security consulting, intrusion detection and more. Therefore, it would be 
necessary to analyze every single one of those industries and identify the most promising 
companies in each of them; however, for the sake of simplicity for this commentary, we have 
tried to identify the leader in the most important industries although in some cases there are 
similar promising companies in the same sector.  
 
Cisco 
Cisco is kind of the Apple of the enterprise networking industry; It is expensive, not necessarily 
better than its peers and accompanied by a high prestige; however, since Cisco is a one-stop-
shop offering everything needed for networking, all its products can be easily interconnected 
between themselves and usually its products “simply work”, Cisco is extremely popular amongst 
its customers. Given that Cisco has roughly 65% market share in enterprise networking 
infrastructure, it is sensible Cisco is trying to lead on the protection of what goes through their 
products. Indeed, almost all the acquisitions Cisco made in the past years are connected to its 
efforts to expand into the cyber security sector and the revenue from cyber security is 
experiencing the highest growth in the company. The huge existing market presence of Cisco 
gives it an enormous competitive advantage, since existing customers are very likely to use 
Cisco’s cyber security solutions due to their seamless integration into existing IT systems. Cisco 
is likely to establish itself as the market leader in network security, including the protection of 
enterprise internal networks, firewalls, Wi-Fi protection, etc. 
 
Palo Alto Networks 
Palo Alto Networks is one of the most established companies who are purely focused cyber 
security. More precisely, Palo Alto Networks is focused on network security, cloud security, 
endpoint protection, and various cloud-delivered security services. The core product of Palo Alto 
Networks is its firewall, which was seven times Gartner Magic Quadrant Leader. One of the main 
competitive advantages of Palo Alto Networks is its strength in artificial intelligence. It is 
extremely important that cyber security solutions are dynamic, since hackers are constantly 
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finding new vulnerabilities to enter systems. Most existing solutions are reactive, which means 
protection against a certain vulnerability can just be guaranteed when the vulnerability has been 
detected. In turn, vulnerabilities are in many cases just detected after it has been exploited by 
someone. Artificial intelligence changes this game, since it allows cyber security solutions to 
search for certain behaviours of software regardless of how a software produces the behaviour. 
Palo Alto Networks is arguably the leader in artificial intelligence cyber security solutions, giving 
the company huge growth potential. 
 
Symantec 
The company Symantec is familiar to most people due to its antivirus software (it’s more than 
just an antivirus) named Norton. Although Symantec has a huge line of products, the most 
promising part of their business is focused on private users and small companies. Enterprises 
and corporations most always have entire specialist teams focused on cyber security who are 
able to handle complex cyber security solutions. However, private individuals and small 
companies do not have these resources, which requires them to rely on products that are simple 
and do not require maintenance. Although this market has many players, Symantec seems to be 
one of the most promising companies for the future. However, the retail cyber security market 
faces the risk in the future that operating systems include more cyber security software, which 
makes them unnecessary. Indeed, Microsoft is investing heavily in cyber security and is including 
more and more features in its operating system Windows. 
 
Accenture 
Accenture has established itself as the leading cyber security consulting firm for enterprises. 
With the increasing need for cyber security solutions, companies will more and more have to rely 
on consulting firms to help them understand what they really need. Accenture is in many cases 
the first place to search for help as it is one of the biggest consulting firms in the world and 
specialized on innovation and digitalization. Additionally, many Fortune 500 are already clients 
at Accenture making it more likely that they will use their services. As Accenture states on their 
website “Accenture Security helps organizations prepare, protect, detect, respond and recover 
along all points of the security lifecycle.” 
 
Okta 
Okta is the leader in single sign-on solutions. Single sign-on systems are used to authenticate 
people to different services through one single service. In other words, if companies uses 
services from Microsoft, Salesforce and SAP single sign-on providers like Okta allow employees 
to sign-in on Okta and then get access to all the other services the companies use. Sign sign-
on will become more and more important in future as companies rely on more and more software 
from different vendors.  
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Industry Analysis 
Ocular Biopharmaceuticals  
 
Biopharmaceuticals have come a long way. In the past 50 years treatments for previous ‘death 
sentence’ diseases and infections, such as HIV/AIDS and various cancers have given people 
decades longer to live than they would have previously been able to years ago. Of course, in this 
market, there is a lot of competition to cure the ‘big ones’, such as cancer, as this is shown by 
both the number of firms, and the billions of dollars invested into research & development. 
However, the market is very saturated, and there is little room for new firms to make an impact. 
Heijin Capital sees the biggest potential gains to be in solution to ‘nonlife-threatening’ ailments. 
This is due to the lack of saturation in the market, and the massive scalability that has remained 
unnoticed by the market. In particular, the market that surrounds eyesight, a simple joy most of 
us take for granted. The sheer complexity of the human eye means that many eye infections and 
diseases are incredibly prevalent. What’s more as a species we are on average living longer 
every year, with most western nations experiencing a rapidly aging population, treatments for 
age related illnesses, particularly to do with vision and hearing will see its demand sky rocket. 
Two companies whom we are monitoring closely in the ocular therapy market are: 
 
1. Spark Therapeutics (NASDAQ: ONCE) - Spark Therapeutics premier product is the gene 
therapy treatment for retinal dystrophy called Leber congenital amaurosis that causes blindness. 
What's more, the product, Luxturna, is the first FDA approved treatment for this particular type 
of eye disease. Although Luxturna doesn’t restore normal vision, those treated with the product 
are able to make out shapes with depth perspective, thereby alleviating the need for a caregiver 
or guide dog.  Excitingly for Spark, Roche (SWX: ROG), a Swiss multinational healthcare 
company that operates worldwide, wants to gain a foothold in the gene therapy market. This has 
resulted in a 4.8bn dollar bid for Spark Therapeutics, at 114.5$ a share. Despite this large 
premium, Spark Therapeutic’s track record is quite robust with both their released ocular 
therapies, as well as non-ocular related products in the pipeline. The addition of potentially 
lifesaving aide for those afflicted with Hemophilia and Huntington disease, means that this 
acquisition will be a golden addition to Roche Holdings AG (especially now as Roche tries to 
move away from its usual cancer-related products, due to both greater completion and reduced 
margins). Despite this bid from Roche, it seems to Spark therapeutics shareholders are less than 
convinced with less than 30% supporting the offer, resulting in the deadline being moved to May 
2nd.  
 
2. Ocular Therapeutix, Inc. (NASDAQ: OCUL) is a Massachusetts based biopharmaceutical 
company focused on the formulation, development, and commercialization of innovative 
therapies for diseases and conditions of the eye. The company markets ReSure Sealant, a 
hydrogel ophthalmic wound sealant to seal corneal incisions following cataract surgery as well 
as dextenza, a popular product to treat postoperative eye pain.  What's more Ocular 
Therapeutics has an extensive pipeline of products at all stages of development. Most  
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interestingly perhaps is their current development of an intravitreal sustained-release anti-VEGF 
implant, which if successful would deliver sustained levels of drugs to targeted ocular tissues. 
This would reduce the frequency of injections that are currently given monthly or bi-monthly for 
the treatment of serious retinal diseases and potentially extend the injection interval to once 
every 4 to 6 months. Revenue on the year is up 3.5 %. Interestingly Ocular Therapeutics is 
undervalued at this current point in time. Despite its robust and dynamic position in the market, 
the stock is currently trading only slightly above its year-to-date low. The companies improving 
financial standing, ever increasing quality and quantity of its products, and the vast undervalued 
nature of this stock fit the extreme bell curve investment strategy of the firm perfectly. Our 
confidence in firm is mirrored by analysts, with the vast majority releasing strong buy / buy 
recommendations, thus Ocular therapeutics shall be closely monitored in the coming months. 
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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.  
 
 


