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Global Portfolio Holdings Weekly  
Executive Summary  

 
→ Market Summary: 
Investors awaited the much anticipated G20 Summit in Japan with hopes of a trade truce and 
resumption of discussions between the U.S. and China. The week marked the end of the quarter 
and the first half of 2019, as well as an important milestone: the 10th anniversary of the current 
economic expansion. Stocks finished mixed for the week as markets absorbed the substantial 
gains for June. While volatility 
picked up moderately in Q2 of 
2019, both bonds and stocks 
continued to rise, adding to this 
year’s gains. The main drivers of 
performance have been, and will 
continue to be in our opinion, 
shifting central bank policies (with 
officials showing more willingness 
to step in to sustain the economic 
expansion), continued trade 
tensions and concerns around 
global growth.  

 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 26,600 1.87% 13.94% 

S&P 500 Index 2,942 1.22% 16.53% 

NASDAQ 8,006 2.06% 20.11% 

10-yr Treasury Yield 2.01% -0.07% -0.68% 

Oil ($/bbl) $57.94 10.7% 27.6% 

Bonds $111.35 0.7% 5.8% 

     *bonds are represented by the iShares Core U.S. Aggregate Bond ETF 
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Market Summary & Strategy 
Commodities 
Black Gold 
 

US Shortages & Export Highs 
Crude oil prices rallied to recent highs after US data showed domestic reserves last week shrank 
more than expected, while exports of WTI crude hit a new record high. The Energy Information 
Administration (EIA) said Wednesday (26/06) that US crude inventories decreased by 12.8m 
barrels from the previous week to 469.6m barrels, dropping by their most extensive margin since 
September 2016 and well exceeding the forecasts for a smaller 2.5m-barrel decline.   
 
The EIA also reported that weekly crude exports rose to their highest level on record at 3.77m 
barrels a day, and exports of crude and refined products combined were at an all-time high. The 
US was a net exporter of crude and petroleum products during the week by 676,000 barrels. 
West Texas Intermediate was close to hitting its highest closing value in a month, advancing 3 
per cent to $59.59 a barrel in afternoon trading on Wednesday. Brent crude was up 2.3 per cent 
at $66.54 a barrel. The gains left Brent and WTI about 10.9 per cent and 16.5 per cent above 
their June lows, respectively, with Iran tensions and other shortages in big oil-producing 
countries providing additional catalysts for the rally. Yet, US crude production set a record pace 
of 11m barrels a day in 2018 and is estimated to rise by another 1.4m b/d this year and another 
0.9m b/d in 2020, according to the forecasts by the EIA. 
 
It looks like the market has finally caught up with a record-low OPEC production, which we wrote 
about in our 19th of May commentary. This 11% oil rally translated into good gains for our 
companies in the oil sector, specifically EOG Resources and Kosmos Energy. We are anticipating 
a stabilization and/or correction of oil prices in the short term, followed by a new price target of 
$65/barrel by the end of the third quarter.  
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Angola - Africa’s Second Largest Oil Producer 
Angola is probably the continent’s most oil-dependent nations: around 95 per cent of its export 
revenues and 70 percent of tax come from petroleum directly. There’s a problem, however: 
Angola is running out of oil to sell. Angola’s oil blocks (see map below) are being quickly depleted 

as new investment has already begun drying up (no pun intended). 
Production has seen a sharp decline from a peak of 1.9m barrels 
per day back in 2010 to just above 1.4m b/d as recorded this 
month. That has had a devastating impact on an already fragile 
economy that was, until the 2014 fall in oil prices exponentially 
increased the problem of dwindling reserves, among the fastest 
growing in Africa. After years of double-digit growth, the third-
largest economy in sub-Saharan Africa has failed to grow for four 
years. This year it is forecasted to ascertain less than 0.5 per cent, 
which is well under even the current population growth. Moreover, 
this month Angola launched a comprehensive licensing round that 
will see the country auction off 55 new blocks by 2023, including 
nine in the frontier Namibe Basin. 
 
A while back we wrote about some  of the shortage problems that 
we could see in Venezuela, which holds the largest share of oil 
reserves in the OPEC cartel. We can now see this effect being 

compounded with other African 
countries like Angola reporting 
decline in production and 
inventories.  
 
Angola is now forced to start 
thinking strategically about how 
to exploit its large reserves of 
gas, which was until now 
considered little more than a 
“byproduct” of the lucrative oil 
production. With oil prices 
volatile and at a heavy discount 
from the $100-plus level of 
Angola’s boom years, experts say it will be hard to arrest the decline in production, let alone 
push volumes back to previous levels. Several companies, including Statoil of Norway and 
ConocoPhillips of the US, spent billions acquiring and drilling in these blocks, once thought to 
contain prodigious quantities of oil. They found nothing. Most drilling ceased in 2014. 
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Global Macro 
The Small Short 

 
Since the release of the Movie "The Big Short" in 2015, everyone listens up when Steve Eismann 
aka Mark Baum speaks in public. In the past three months, the man who predicted the Great 
Recession was interviewed twice by BNN Bloomberg, whereby he discussed his short positions 
on Canadian bank stocks. 
 
Eismann's thesis is that Canada will experience a normalization of credit losses, which it hasn't 
seen since roughly 20 years, and that Canadian bank's reserves are not prepared for this. In other 
words, Eismann is expecting an increase in loan defaults and thinks that Canadian bank's 
reserves are not high enough to deal with the losses. However, Eismann emphasizes that his 
thesis does not predict a Canadian “big short". He predicts that at some point Canadian banks 
will have to adjust their allowances for loan losses, which will bite into their earnings and make 
their stocks drop. No calamity, but an overdue correction of Canadian bank's earnings and stock 
prices. 
 
Especially due to the popularity of the movie “The Big Short” and Steve Eismann aka Mark Baum, 
we thought it would be interesting for our readers to hear our opinion of Eismann's thesis. Firstly, 
we had a look at Canada's overall economy in order to identify problems in the economy that 
could cause increases of loan defaults.  
 
Indeed, Canada's economy has experienced some major problems over the past years. While in 
2017 the annual GDP growth was 2.7% it has fallen to 2% in 2018 and the 1Q19 GDP growth 
suggests an annual GDP growth of 1.3% for 2019. Although 2Q19 seems to be a bit better than 
the first quarter, there are obviously some problems in Canada's economy.  
 
One of the biggest problems for the Canadian economy in the past years have been lowering 
prices for oil and natural gas and the increasing oil and gas production from the US. Canada's 
economy is heavily dependent on the extraction of natural resources, which makes up about 10% 
of its economy (about 13% including the part of the construction sector that serves the natural 
resource extraction). 
 
Another big hit for Canada's economy is the downturn in its real estate sector, which makes up 
about 20% of its economy. As we outlined in some of our earlier commentaries, Canada's property 
market took a big hit in the least year after it has soared for decades. A significant part of the 
population who bought their homes on mortgages are now holding negative equity, i.e. their 
homes are worth less than their mortgages.  
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The consequence of the real estate market contraction is amongst others a slowdown in the 
construction sector and increasing mortgage defaults. When Eismann was asked for that could 
be the catalyst for his thesis, he predicted the consequences of the real estate contraction. 
 
From this analysis, our team concluded that Eismann's premise that Canada's economy is 
contracting which could result in more loan defaults is correct. So, we moved on to analyse 
Canadian bank's allowance for credit losses.  
 
Before 2017, Canadian banks used a system whereby they set aside provisions for credit losses 
as soon as they recognized the loss. However, in 2017 they adopted global rules known as 
International Financial Reporting Standard 9. As explained by BNN Bloomberg “Under IFRS 9 
rules, banks provision for expected losses and divide loan books into three buckets: Stage 1 is 
for most performing loans, with provisions based on default expectations over the next 12 months; 
Stage 2 for performing loans with a significant increase in credit risk, and expectations of default 
based on the remaining life of the loan; and Stage 3 for impaired loans effectively written off. The 
change is similar to the Current Expected Credit Loss, or CECL, rules that U.S. banks are facing.” 
 
Eismann especially criticizes some Canadian bank's practice to have negative provisions for 
stage 1, i.e. their demand for credit will be higher than their loans write-off. These banks are only 
setting aside money for stage 2 and stage 3. The negative provisions allowed the banks to 
increase their earnings report, which seems to be the entire benefit of the practice.  
 
After having analyzed Canadian bank's allowance for credit losses and impaired loan rates we 
agree with Eismann that the provisions are not adequately prepared to handle a significant 
increase in credit losses. Using CIBC as an example, it had $449 million provisions for $1.523 bn 
impaired loans at the end of April 2018. At the same time in 2019, CIBC $548 bn provisions for 
2.043 bn impaired loans. In other terms, whereas impaired loans grew by 34%, provisions grew 
only by 22%. Especially worrying are the numbers for business and government impaired loans, 
which doubled since 2018.  
 
On the bottom-line, we agree with Steve Eismann's thesis and that Canadian banks will at some 
point in the near future have to increase their loan loss provisions, which will result in lowering 
earnings results and stock prices. Nonetheless, we do not expect any larger problems for 
Canada's banks besides lower stock price. Moreover, as of now we refrain from taking on short 
positions against Canadian banks, since it is speculative to predict the exact moment Canada's 
banks will decide to adjust their provisions and holding short positions for a long time is expensive. 
However, if we in future we find more signs pointing towards the correction, we will obviously 
reevaluate our position. 
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Some interesting remarks we would like to share at the end of this article is first of all the 
misperception of Eismann's thesis by a broad part of the finance world. Many Canadian Bank 
CEOs, analysts and economists have ridiculed Eismann as calling out a recession in Canada 
similar to the Great Recession in the US. However, this is not appropriate as Eismann has 
repeatedly emphasized that this is not a calamity, just a normalization of credit losses with a 
correction of stock prices. The ridiculation of Eismann seems to be partly manufactured by the 
remarks of the Canadian banks themselves in order to prevent sell-offs.  
 
On the other side, we would like to point out the interesting public appearance of Eismann. It is 
not usual that an investment thesis like Eismann's is promoted so strongly in public by such a 
prominent person. This raises the question of whether holding the short positions, which Eismann 
is holding since a year, became too costly for him and he wanted to promote public discussion of 
the issue, hopefully resulting in a sell-off or Canadian regulators taking control of the issue. 
Obviously we don't want to be too speculative, but there is no free lunch, especially not at Wall 
Street, and the publication of Eismann's thesis seems to be free lunch.  
 
Lastly, we want to point out to the ignorance (or greed) that can sometimes be found in executives 
of financial institutions. It is evident that higher loan loss provisions are required as impaired loans 
are increasing significantly and global economy, especially Canada, is facing greater risks. Yet, 
bank executives prefer to keep their loan provision low, thus earnings high in order to secure 
themselves higher bonuses and keep the stock price elevated. Although this form of ignorance 
(or greed) has likely no bigger implications for the global economy, it shows that the Great 
Recession has taught us nothing. 
 
Eismann's interviews can be found here and here. 
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Investment Analysis 
resTORbio, helping solve the growing ageing population crisis? (NASDAQ:TORC) 
 

resTORbio (TORC: NASDAQ). is a clinical-stage biopharmaceutical company focused on the 
development and commercialization of products for the treatment of aging-related diseases. The 
decline in immune function that occurs during aging, increases susceptibility to a variety of 
diseases that significantly contribute to morbidity and mortality in the elderly. In the United 
States, RTIs (Respiratory Tract Infections) are the fifth leading cause of death in people age 85 
and over and the seventh leading cause of death in people age 65 and over. In addition, RTIs 
contribute to high healthcare burden and costs. 7% of people aged 85 years and over go to the 
emergency room with RTIs each year. Further, two-thirds of people aged 85 and over who go to 
the emergency room for infection-related reasons are hospitalized, and once hospitalized, one-
third of people aged 85 and over are admitted to a nursing home. What's more, there are no 
products to help the cause, only treat symptoms, and especially in America the laissez-faire 
attitude towards prescribing drugs is contributing to the increase in antibiotic resistance. 
ResTORbio’s lead program has demonstrated in several clinical trials, the potential to treat 
multiple diseases of aging for which there are no approved therapies. Their star program revolves 
around reduction of respiratory tract infections in the elderly regardless of the causative 
pathogen. 
  
Research suggests that aging and aging-related conditions are attributable not only to random 
cellular damage but also to specific intracellular signaling pathways, including the mTOR 
pathway. mTOR is a protein kinase that signals via two multiprotein complexes, known as 
TORC1 and TORC2. TORC1 inhibition has been observed to prolong the lifespan, enhance 
immune function, ameliorate heart failure, enhance memory and mobility, decrease adiposity and 
delay the onset of aging-related diseases in multiple animal studies. On the other hand, TORC2 
inhibition has been observed to decrease lifespan and cause hyperlipidemia and hyperglycemia 
in certain animals and humans. Therefore, the optimal approach for the treatment of aging-
related conditions through mTOR inhibition may be a regimen that inhibits TORC1 without 
inhibiting TORC2, such as that being developed by resTORbio, such as the RTB 101 as shown 
by fig 1 below displaying their product pipeline. 
 
Institutional investors and hedge funds obviously have confidence in the firm; BlackRock grew 
its holdings in shares of resTORbio by 46.8% during the third quarter. BlackRock now owns 
470,260 shares of the company’s stock valued at $7,119,000 after buying an additional 149,950 
shares in the last quarter. Vanguard Group Inc. grew its holdings in shares of resTORbio by 2.7% 
in the 3rd quarter. Vanguard Group Inc grew its holdings in shares of resTORbio by 2.7% in the 
3rd quarter. Segantii Capital Management Ltd grew its holdings in shares of resTORbio by 54.5%  
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in the 4th quarter. 52.43% of the stock is currently owned by hedge funds and other institutional 

investors. 
 
ResTORbio's share price is way below the future cash flow value, and at a substantial discount 
of over 70 % with conservative future cash flow projections pricing the firm at around $68 per 
share. The share price is $10.2 vs Future cash flow value of $68.66. Despite resTORbio being 
loss-making currently, they are still able to meet all of their financial commitments into the next 

year and has not required any type of financing for over 3 years. Furthermore, resTORbio is good 
value based on assets compared to the US Pharmaceuticals industry average. Their annual 
earning is set to grow 38%, as their product pipeline continues to launch onto the market. We at 
Heijin believes that resTORbio will slowly become an industry behemoth, make no mistake this 
is a long-term play. However, with the issue of an aging population and the consequences of 
such being at the top of many countries agenda, we expect that the age-related pharma sector 
is set to explode. 
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Investment Analysis 
What’s in store for Sunrise Communications (SRCG:SW) 
 

The second largest Swiss telecom company after Swisscom is gaining more and more traction 
and definitely has a bright future ahead.  
 
Sunrise was the very first operator in the whole of Europe to offer 5G mobile plans to customers. 
Today, Sunrise holds 5G antennas in over 248 cities/villages (by June 2019). Thus, putting it 
ahead of Swisscom in the race toward 5G. Moreover, Sunrise were the first operator in the world 
to issue Huawei and Xiaomi’s 5G handsets. Being in the lead from early on can be of a great 
advantage in terms of scaling up the business efficiently. We expect Sunrise to go full throttle on 
5G and maximise its market share before Swisscom gets their 5G going (already has but on a 
smaller scale). This could push up their market share to 30-35% in the mobile area. And thus 
reinforcing their position as the second biggest in mobile after Swisscom.  
 
The results from Q1 show great growth in postpaid plans, and more pronounced migration away 
from prepaid to postpaid. But since Sunrise offers both they are just balancing each side. 
Postpaid in fact showed the highest amount of net adds since 2010, and makes Sunrise sit with 
1.77m total subscriptions. The growth so far this year represents a 9% YoY rise. The underlying 
product that pushed subscriptions was the Primary SIMs plans that grew by 20% YoY, which 
was mostly due to greater B2B clients. All in all, this is due to Sunrise’s superior network quality, 
broad product offering with attractive price performance ratios and diversified distribution 
channels. We can interpret this as a proof that Sunrise’s more modern and straightforward 
approach to the telecom industry is working and providing fruitful free cash flow. The secondary 
SIMs was the underlying product that reduced the total postpaid revenue growth (in comparison 
to what it could’ve been). But it has been fairly well supported by products such as the cellular 
Apple Watch and other devices offering a cellular option. What’s more, Sunrise has started to 
offer unlimited data roaming plans with high-end tariffs to of course compensate for the huge 
amounts of data that customers may use. This type of plan has been more and more popular 
across the world, and Heijin sees this as a key revenue growth driver for Sunrise’s postpaid area.  
 
Ultimately, the most key growth driver for Sunrise’s share price and underlying results will be 
confirmed acquisition of telecommunication company UPC. The Swiss Competition (similar to 
US antitrust law committees and such) should approve this acquisition by the beginning of 
October 2019.   
-> UPC Broadband is a pan-European telco company which is owned by Liberty Global. Its most 
important markets are that of: Czech Republic, Hungary, Poland, Romania, Slovakia, and 
Switzerland. In 2005 Liberty Global Europe acquired the Swiss telco company called Cablecom 
for CHF2.8bn. So, this is the business that Sunrise is very keen on integrating.  
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All in all, Sunrise, expects the transaction to be completed by the fourth quarter 2019. Below is 
a chart that will show how beneficial this could be for Sunrise even though they bid for UPC for 
an EV of CHF 6.3bn.  

Ever since the transaction was announced on February 27th, Sunrise’s stock plunged >15% and 
it has only started recovering by the end of May. Thus, not only is Sunrise’s trading at a good 
price, but on a historical basis the next two quarters ahead are usually better.  
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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. 
 


