
 

 
  

HEIJIN CAPITAL BI-WEEKLY INVESTMENT 
COMMENTARY  
September 6th – September 20th, 2020 
 



 
                                               Heijin Capital Investment Commentary 

                                                                                 September 6th – September 20th, 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.  

2 

 
 

 
 
Commentary Overview 
 

GLOBAL	MACRO	 	
THE	GHOST	OF	THE	2000	DOT-COM	BUBBLE	...................................................................................................................................	3	

SECTOR	ANALYSIS	 	
DEFENSE	................................................................................................................................................................................................	6	

INVESTMENT	ANALYSIS	 	
PALANTIR	IPO	......................................................................................................................................................................................	7	

INVESTMENT	ANALYSIS	 	
FUBOTV	–	A	SMALL-CAP	SPORTS	FOCUSED	LIVE	TV	STREAMING	COMPANY	WITH	POTENTIAL	.................................................	9	

 
 

 
 

 
 
Market Snapshot  
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 27,657 -0.57% -4.20% 

S&P 500 Index 3,319 -0.37% +1.89% 

NASDAQ 10,793 -0.5% +24.41% 

10-yr Treasury Yield (% yield) 0.7% +0.01% -1.18% 

WTI Oil ($/bbl) $41.11 +3.37% -32.67% 

Bonds $118.22 -0.01% +4.92% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG) 
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Global Macro 
The Ghost of the 2000 Dot-Com Bubble 

 
Even though an abundance of tech investors have reaped the rewards from the stock price surge 
since March, the Nasdaq's 10% sell-off on no news some two weeks ago shows us that those 
gains could be easily wiped away. In short, this bull market might as well be built on sand. With 
a fragile, stimulus-propped economy still stuck in the coronavirus pandemic, an unemployment 
rate that only just recently (as of August filings) fell under double digits, and many industries in 
crisis mode, investors must not be misled by runaway valuations and instead focus on 
fundamental stock drivers.  
 
Let's look more into what is driving this market behavior.  
 
The dot-com era was notorious for bringing in a new surge of retail investors taking advantage 
of online trading platforms like E*Trade to jump on the tech-stock hype. Fast forward 20 years, 
and we see a similar situation. The performance & appeal of tech stocks has led to another boom 
in retail trading, aided by Robinhood's popular trading app, which has introduced trading to a 
very young & inexperienced audience with the help of commission-free trades, a well-designed 
UI & easy account opening. This "flash mob" is complete with its own band of cheerleaders & 
supporters, led by Barstool Sports founder Dave Portnoy, an army of Reddit users often turn to 
public forums to brag about their next moves. In terms of financial performance, 2020 has 
inspired some comparisons to the dot-com era when the Nasdaq gained more than 400% 
between 1995 and 2000, and doubled in roughly the last six months of the rally, with a number 
of stocks jumping by 20 times or more. Then the tech-focused index plunged 78% between 
2000 and 2002. 
 

According to data from The WSJ, the number 
of individual positions that Robinhood 
investors hold in S&P 500 stocks jumped from 
less than 5 million in February to more than 14 
million in June. Log-ins to other prominent 
trading accounts have also spiked, and net 
E*Trade account additions, which averaged 
15,000 over the previous 15 months, jumped 
more than 260,000 in March, and have 
remained elevated since. Retail investors are 
regarded to be less sophisticated and more 

momentum-driven than professional and institutional investors, and while the surge in interest  
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from individual traders has reasonably inflated the tech stock recovery, there's no good way of 

measuring their precise impact. 
 
On the other side of the argument, looking deeper into valuations and financials of the market, 
we can see that during the dot-com era the Nasdaq Composite's price-to-earnings valuation ran 
up as high as 200. By comparison, the index's P/E today is a relatively stable 28, only modestly 
higher from 23 at the end of the year. However, in many of the individual stocks that have driven 
the rally, valuations have escaped their historical bounds. 
 
Let's have a look at some individual examples.  
 
Apple's P/E briefly exceeded 40, the highest it's been since 2008, shortly after the new iPhone 
was introduced. In other words, investors believe that (all other things being equal) the 
company's growth prospects are better now than at any point in the last decade. Recognizing 
that the company is already valued at more than $2 trillion and the stock's surge has neutralized 
management's favorite profit growth tactic (buying back shares), these growth prospects seem 
to be highly unlikely.  
 
Another favorite & highly controversial tech stock, Tesla, is difficult to measure according to 
traditional metrics. Nevertheless, the stock's surge of as much as 1,000% over the past year 
seems hard to justify based on fundamentals alone. While the company's forecasts and results 
have improved over the last year, it seems dubious that it deserves to be the 7th most valuable 
American company with a market cap over $400 billion, which it was until the recent sell-off. In 
our eyes, there is no justification as to why this company has the valuation it boasts on Wall 
Street. Moreover, stock splits at Tesla and Apple (another comparison of late-cycle tech 
companies in the '99/00 bubble) helped fuel their recent rallies, though both stocks have plunged 
since the splits.  
 
We can't talk about the .com bubble and overinflated valuations without mentioning Snowflake's 
recent IPO. 
 
Even at a time when Wall Street is ready to send any cloud software stock with a healthy growth 
story into the stratosphere, the data warehousing company's $70bn valuation after the first day 
of trading, (or 140x its current annualized revenues) and nearly 6x what the company was judged 
to be worth in a private fundraising round earlier this year, doesn't quite add up. The cloud  
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software firms that have driven this year's 
tech stock rally all post impressive growth 
rates, but it is tough not to see at least some 
similarities with the dotcom era. One of these 
is an investor's obsession with TAM (total 
addressable market). In short, VC's and other 
investors seem to believe the bigger a 
company's supposed opportunity, the easier 
it is to forget current nonsense valuations and 
look to the horizon. Even though this concept 
seems obvious, many choose to ignore it: 

each new generation of computing promises to be much larger than the one preceding it. In 
development for more than a decade and a half, the cloud has opened the way for instantly 
consumable services: customers no longer need to take on the substantial fixed costs or hassle 
of building out their own tech foundation when they want to fire up a new application - all the 
infrastructure is already waiting for them. 
 
To conclude, while there is a severe risk of a pullback in stocks, especially in the tech sector 
after the recent run-up, no one knows what will happen in the near term. It all depends on the 
pace of the economic recovery, which could pick up speed with the release of a vaccine, but 
could do the opposite with more negative COVID news. The best thing for investors to do is to 
stay invested and own high-quality stocks, especially those with competitive advantages, big 
balance sheets, and those that offer reliable profits at a reasonable valuation. 
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Sector Analysis 
Defense  

 
The defense sector has forever been a stable giant, slowly traversing its way through bull 
markets, bear markets and even financial crises comparatively unscathed when compared to its 
peers in other sectors. COVID has of course taken its toll on the sector as global flights (both 
commercial and freight) were down over 80% and factories were forced to slow or completely 
suspend production. Of course, the sector experienced some serious losses, wiping away many 
of the gains made in the previous year. However, at Heijin we feel that this dip in prices in a 
perfect time to position oneself in what is set to be one of the busiest and most lucrative sectors 
in the coming years.  
 
The sector itself is Oligopoly, with such 
high barriers to entry in the forms of 
production, permits etc. that there is 
rarely space for new comers. Moreover, 
cash flow is very stable as the main 
customer for many arms and defense 
stocks are governments with deep 
pockets and long-term contracts. For 
example, the American 2020 defense 
budget has increased by almost 30% in 
the past year putting the total budget 
around $740,000,000,000. Furthermore, 
with current sentiment as it stands, we are probably looking at another term in office for President 
Trump, which will undoubtedly see a further increase in defense spending. Moreover, current 
civil unrest sparked by the tragic death of George Floyd has seen incredible amounts being spent 
on arms, especially those designed for personal protection. It seems that this ‘new normal’ is 
civil unrest with police and legislators unable to protect citizens and their property as shown by 
the riots in areas such as Minneapolis, Seattle etc. Thus, concerned citizens have well and truly 
been exercising their second amendment right to bear arms with gun sales soaring through the 
roof. In May alone we saw 3,000,000 fire arm background checks, and retail sales in the 5-month 
period of January to May puts sales at almost 15.5 million units. When one takes in to account 
that under the previous presidency, sales of fire arms were at just 14 million units for the entire 
year, it is a colossal jump in sales. 
 
One such arms stock that is of interest to Heijin is Smith & Wesson, a company that is easily one 
of the most recognizable brands in the world, one of few that even those uninterested in guns 
will still be aware of. The company has been going from strength to strength after going back to  
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basics, doing what it does best - producing quality fire arms. Moreover, the firm recently finished 
its spin-off of its outdoor products and accessories business. Smith & Wesson Brands, Inc. will 
continue to trade on NASDAQ under the ticker symbol “SWBI.” The spin-off company, American 
Outdoor Brands, Inc., has begun trading Tuesday 24th of August on NASDAQ under the symbol 
“AOUT.” Thus, putting the almost 170-year-old firm back on brand and fully focused on arms. 
Financially SWBI are in brilliant health with an excellent balance sheet and encouraging growth 
potential. SWBI has gone a brilliant program of debt reduction over the past 5 years, reducing 
their debt to equity ratio for 79% to 5.6% and has a very strong cash flow generative business, 
with free cash flow up almost 230% from 2019. In Smith & Wesson, we see and industry legend 
with a brilliant reputation and business frame work in a sector that looks to be considerably 
lucrative over the next decade. 
 

Investment Analysis 
Palantir IPO 

 
Next Tuesday, on the 29th of September, a company we have long been following is scheduled 
to have its IPO: Palantir. The company, which is surrounded by controversies due to its 
involvement with the US military and Trump, will sell up to $257 million class A shares in a direct 
listing, without raising any new funds. About 36 million shares of Palantir were sold during the 
current quarter, with prices ranging from $4.65 to $11.5 per share and a volume weighted-
average price of $6.45. Moreover, the company raised $900 million of new capital so far this year 
at a valuation of $4.65. A listing at a price of $11.5 per share would result in a fully diluted market 
value of $25.9 billion for Palantir. Interestingly, the company's executive officers, directors, and 
certain other shareholders have entered into lock-up agreements, set to expire the third trading 
day following the release of financial results for the FY20, which is unusual for direct listings. 
 
Palantir Technologies was founded in 2003 by Peter Thiel, Nathan Gettings, Joe Lonsdale, 
Stephen Cohen, and Alex Karp as one of the first companies that specialized in big data 
analytics. The name Palantir is derived from the "all-seeing-stones" in the movie The Lord of the 
Rings. And indeed, "all-seeing-stones" is not too farfetched from the company's core business:  
producing software to gain unique insights from big data.  
 
Palantir's biggest and most important customer, making up almost half of the total revenue, is 
the US government, which uses Palantir products in a wide array of entities, ranging from civil 
entities such as the CDC to intelligence agencies the CIA and all the five military branches. Little 
is known about how exactly most US government agencies are using Palantir's technologies, 
but it is rumored that they played a crucial role in killing Osama Bin Laden. Moreover, known 
applications of Palantir's software by the US government during and after natural catastrophes 
such as hurricanes and wildfires, where Palantir's software is used to identify the most vulnerable 
areas and coordinate rescue efforts. 
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Beyond the US government, hedge funds, banks, and other financial institutions have been some 
of Palantir's best clients. Palantir's data aggregation software allowed these institutions to 
connect proprietary, commercial, and public data sets to gain unique insights into markets and 
to discover trends, relationships, and anomalies. Moreover, a known use-case of Palantir 
software is at JP Morgan, where the insider threat team used the software to identify disgruntled 
employees who might engage in misconduct of some form.  
 
In the past few years, Palantir has quite successfully tried to expand its commercial operations 
to new areas such as self-driving cars, racing, sports, pharmaceuticals, and many more.  
However, we believe the best is yet to come. A company like Palantir thrives in chaotic and 
dynamic environments since it enables users to make sense of the chaos and monitor everything. 
As our world is facing more and more natural threats due to global warming, more and more 
companies will have to rely on companies like Palantir to predict and react to natural events such 
as hurricanes, floodings, droughts, rising sea levels, etc. Moreover, as the world's 
interconnectivity increases and life becomes faster, an increasing number of companies will have 
to rely on Palantir's solutions to keep track and predict trends to adapt products accordingly. 
As almost always with IPOs, predicting Palantir post-IPO's price is extremely difficult; however, 
Palantir's case is especially difficult. First of all, it is difficult to categorize Palantir's operations 
and thus predict its future margins. Palantir requires more human capital than average software 
firms; thus, its margins will probably be lower than average software firms; however, it is difficult 
to find the place where Palantir's margins will be between the high margins of software firms and 
the low margins of consulting firms. Additionally, Snowflake's spectacular IPO this week is 
another cause of uncertainty for the Palantir IPO. 
 
Heijin Capital's take on Palantir is that investing in it's IPO is not a good idea, as it is almost like 
buying a lottery ticket; however, we firmly believe in the success of Palantir's business model 
and think that once the volatility settles down post-IPO, the company's stock will be highly 
profitable. 
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Investment Analysis 
FuboTV – A Small-Cap Sports Focused Live TV Streaming Company With 
Potential 

 
The US is well known as having the world’s largest media market with its Pay TV industry that 
revolves around market leading companies such as Comcast, AT&T, Charter Communications, 
Verizon and others (c. $90bn market).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Despite the dominance of Pay TV cable subscribers over the past decade, the size of the pie is 
shrinking for cable providers and shifting to vMVPDs (virtual multi-channel video programming 
distributors). In fact, as of Q4 2019 the YoY subscriber growth for Pay TV cable stood at –6.8%.  
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FuboTV is essentially a vMVPD/OTT (over-the-top), which in essence means that subscribers 
get their film and TV content via the internet rather than via data/cable providers. And in contrast 
to traditional Pay TV cable subscriber growth being in decline, the subscriber growth rate of OTT 
is at a staggering 17% YoY. Operating in an industry with a lot of potential growth and a proven 
profitable subscription-based model is key as it provides a huge tailwind for FuboTV. Just to put 
things perspective, in the US as of April 2018, only 5% of households with WiFi internet used a 
vMVPD/OTT.  
 
Additionally, FuboTV has a niche which is premium sports/sports focused in general, which is a 
growing customer base and a part of the industry where they can dominate. As in the 
entertainment space as a whole, sports take up more than half of quarterly hours spent by 
viewers (Q1 2020). Unlike platforms like Netflix in the film space that need to issue debt to raise 
capital to finance in-house original productions like others in the “movie entertainment” space, 
FuboTV does not have this issue as sports are evidently simply streamed. On top of that, since 
OTT does not require the data infrastructure to penetrate a market/expand the customer base, 
FuboTV has the potential to expand in multiple markets globally as a consumer only needs an 
internet connection.  
 
In any industry or market, having a great product (with recurring usage/demand) is paramount to 
the long-term success of a company. And in this case, the product quality of FuboTV (app etc.) 
is market leading and is top-rated across the Google Play Store and the App Store. In fact, users 
are dropping subscriptions with Youtube TV, Hulu and others simply because all-round for sports 
tv FuboTV is the leader and provides an all-round great product that is reliable. In Q4, FuboTV 
expects to have 410,000-420,000 paid subscribers, which represents a 33% growth rate YoY. 
To put this into context, the subscriber base that they have built up over the years has 
accumulated over 500m hours of streaming since their inception.  
 
With regards to operating performance, their revenue guidance for FY 2020 stands at $220-
231m (+50% YoY) and for FY 2021 $400-420m (+82% YoY). Since inception FuboTV generated 
$19m in FY 2017, $75m in FY 2018, and $147m in FY 2019. And with a market cap of c. $400m, 
we believe that paying a 2x multiple on revenue is very reasonable especially when put into 
comparison with the stupendous tech valuations post recent IPOs.  
 
A key driver we see that is irrespective of the industry and company growth is the fact that 
FuboTV will soon be listed on the NYSE as it is currently trading OTC, which limits many investors 
from allocating to it due to strict mandates etc. It was only this week that the common stock 
offering was approved by the NYSE and it will trade under ticker FUBO. Additionally, FuboTV 
secured $20m in financing from Credit Suisse Capital back in July (common stock sale) and 
$52m from private & institutional investors. All in all, with the positive tailwinds and driving factors 
liquidity-wise with the NYSE listing we have a positive outlook on FuboTV.  
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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. 
 


