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Global Portfolio Holdings Weekly  
Executive Summary  
 
→ U.S. equities finished higher for the fourth straight week, with emerging markets 
outperforming. Downside volatility remains subdued as the S&P 500 hasn't experienced a 
decline of 1% or more for the last 20 trading days. Since the December bottom, we think the 
key factors supporting stocks continue to be 1) signs of a positive trade resolution with China, 
2) the Fed's pause and its willingness to be patient while assessing economic conditions before 
hiking rates, and 3) a better-than-feared fourth-quarter earnings season.  
 
→ As we look longer-term, we still think the bull market has a fair degree of growth ahead. 
Economic growth is likely to slow but remain firmly in positive territory this year, in our view, 
while corporate earnings – coming off their strongest year of growth since 2010 – are expected 
to rise again at a decent pace in 2019. This one-two combo, along with current interest rates 
(which remain at levels that are not a threat to immediately choke off economic activity or market 
valuations), has historically been a favorable backdrop for stock market performance over time.  

 
 

INDEX CLOSE WEEK YTD 

Dow Jones Industrial Average 26,032 0.6% 11.6% 

S&P 500 Index 2,793 0.6% 11.4% 

NASDAQ 7,528 0.7% 13.4% 

MSCI EAFE 1,867 1.5% 8.6% 

10-yr Treasury Yield 2.65% -0.01% -0.03% 

Oil ($/bbl) $57.17 2.8% 25.9% 

Bonds $107.40 0.1% 1.1% 
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Review of our recent Asset Allocation from Past Commentaries 
Please note that these are taken from the date of the commentary or internal pitch to the current 
price and thus performance may lack since there is no trade execution specifics (unless noted). 
The Heijin Capital Team wants to display unconditional performance from what we researched 
and published in our commentaries that are available to anyone since our first at the beginning 
of August 2018. 
 
Below is a table of the performance of the stocks we pitched in the last 2 commentaries: 

 

Type Equity / Ticker Date of Pitch Entry Price 
Current 
Price P/L 

LONG HUYA Inc. ADR / NYSE:HUYA 10/02/2019 19.36 23.75 22.68% 

LONG IQIYI Inc. / NASDAQ:IQ 10/02/2019 20.83 27.70 32.98% 

LONG Hermes International / RMS:FP 27/01/2019 504.00 553.80 5.91% 

LONG LVMH Moët Hennesy Louis Vuitton S.E / MC.PA 27/01/2019 258.80 299.75 15.82% 

LONG Kering SA / KER:FP 27/01/2019 418.30 480.00 14.75% 
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Market Summary & Strategy 
Global Macro 
What’s going on in Venezuela? 
 
Around two years ago Heijin Capital published a research note on Venezuela with an investment 
proposal that involved the purchasing of 5-YEAR CDS on not only government bonds but also CDS on 
their state-owned petroleum company called PDVSA. Both of those bets payed off extremely well, 
generating 10x multiple on our initial allocation. In fact, the bonds issued by PDVSA were stated to be 
“worthless” fairly recently by the experienced distressed-debt trader at Elliott Management that won 
the infamous 15-year legal battle against Argentina.  
 
Today, however, we are trying to look at the brighter side for Venezuela and how investors could get 
involved. Currently everything is looking grim for Venezuela and tensions are skyrocketing. But it is 
important to look at situations from different perspectives, as the status quo is not what will generate 
returns above benchmarks.  
 
We’ve broken down this situation, and decided to focus on 4 facets that we believe are key to generate 
a fair judgment.  

1) The Political Situation 
2) The Economy  
3) The Financial Markets 
4) The Future 

 
The Political Situation: 
 
→ Since April 2013 Nicolas Maduro has served as the 46th President of Venezuela. Maduro was sworn 
into office after the death of Hugo Chavez in March 2013. Both Maduro and Chavez are/were part of 
the United Socialist Party of Venezuela, which Maduro turned into an even more severe communist-
military dictatorship.  
 
→ It has now been since 1999 that Venezuela is a majority socialist driven state. Before the coups 
called by Chavez and such there were some aspects that were functioning properly such as PDVSA 
for one. And until 2007 there were still foreign oil majors that held active operations (mainly Exxon Mobil 
& ConocoPhillips), but they immediately left after Chavez decided to take control over four heavy oil 
fields in the Orinoco belt. It was in principal due to the abolishment of the respect of property rights 
and the state’s little respect for the rule of law that a lot of foreign relations were rendered useless and 
ventures with foreign firms vanished in Venezuela.  
 
→ Today, the U.S. is trying to get involved in the political situation and various states as well as NGOs 
are trying to procure humanitarian aid to the millions of Venezuelans suffering under Maduro. Maduro 
has installed barricades and is even using the army to ensure no humanitarian aid can reach his nation, 
which has enraged the people of Venezuela as well as many foreign leaders on top of influential  
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individuals such as Richard Branson. It has become clearer, politically-speaking, that Maduro will 
probably make sure to retain the entirety of Venezuela’s sovereignty with the use of the army, which 
may plunge the country into even more violence. Although it is vital to question whether the army or 
even his winning coalition will remain loyal for much longer? Especially, when we consider the misery 
that even they are living in despite the “special treatment”. The only major issue is that Maduro got re-
elected back in May 2018 for his second six-year term. So legally speaking there would have to be 
some sort of impeachment process in order to get him out of office. On top of that in 2009 a 
constitutional amendment was made via a referendum which abolished term limits for presidents, state 
governors, mayors, and National Assembly deputies.  

 

 
The Economy: 
→ Venezuela has not reported official/reliable GDP or significant economic data since 2014. But it is 
estimated to resemble the data shown in the graph below.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
From the graph it is obvious that Venezuela has had to endure a very severe economic depression/crisis 
over the past few years. Their GDP has more than halved in the space of one year from 2017 to 2018. 
To put this into perspective, in the 2008-09 recession the GDP of the U.S. fell by 6.3% in the final 
quarter of 2008, which was just enough to classify it as a recession. When one looks at the 
consequences of 2008 on the U.S. and the global economy as a whole it is not hard to even begin to 
imagine the dire case in which Venezuela is in as we speak.  
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→ Inflation may hit 10,000,000% this year according to various organisations including the IMF, but 
Venezuela is stating that inflation has already topped out at 1,200,000%. In both cases it makes their 
monetary system totally unsuitable for any stable economic growth to come into play. And with this 
level of inflation and low political stability almost all foreign states or corporations are staying as far 
away as possible with the exception of the Russians that are still sitting tight with oil ventures they 
previously formed. Inflation is so adnominally high that citizens are carving out the bronze plaques (or 
any other metal) on people’s graves in order to use it as a more stable currency. This is essentially the 
recreation of the early day monetary system, but Venezuela is making sure everyone still uses the 
Venezuelan Bolivar (local currency) instead of metals or cryptocurrencies such as Bitcoin which the 
state strictly banned last year.  
 
→ Venezuela devalued its currency by nearly 100% in August 2018.  
 
→ Their economy has contracted so much over the past few years that the IMF expects the contraction 
to stabilise. Thus, they have suggested that in 2019 Venezuela shall only experience a 5% decline in 
GDP. In other words, it is fair to say that there is a rock bottom and Venezuela is approaching it very 
fast.  

 
The Financial Markets:  
→ Due to the high levels of inflation what is left of the financial markets of Venezuela is very distorted. 
Many people have been misled by the performance of the index (IBVC/Caracas Stock Market Index) 
as it roared on paper due to the inflation by more than thousands of % over the past 5 years.  
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→ Even Venezuelan equities listed on US OTC markets have either been delisted or have too little 
volume to even be traded. Thus, for now it is almost impossible to access Venezuelan equities as they 
are basically non-existent today.  
 
→ Bonds issued by PDVSA or the state has attracted some parties, but most of the debt issued is way 
below investment grade. In fact most of them have been said to have a 100% probability of default. 
Nevertheless, Goldman Sachs A.M. gave it a try back in 2017 with little success. It is also incredibly 
difficult to access Venezuelan fixed income products as a non-institutional investor or even as a small 
institutional investor.  

 
The Future:  
→ Venezuela is a country that should definitely not be ignored by investors as a significant turnaround 
may be a possibility in the not-too-distant future.  
 
→ Back in the 1950s Venezuela was the fourth richest country in the world and was not far behind the 
U.S. that was already leading back then. Venezuela was so rich that one of the first Christian Dior stores 
to be opened outside of Paris was in Caracas (capital city of Venezuela).  
 
→ Natural Gas Reserves: 5.6 trillion m^3 - second largest in the Western Hemisphere 
→ Gold Reserves: 105mt - 25th largest in the world 
→ Oil Reserves: 18% of global reserves are in Venezuela 
 
→ The Orinoco Heavy Oil Belt alone has 1.3 trillion barrels, with more than 270 billion barrels that are 
realistically recoverable (on average the recovery factor stands at 30%, a recovery factor above 40% 
or so is considered exceptional). This means that the realistically recoverable barrels from that belt 
alone is greater than the total oil reserves that Saudi Arabia claim to have. And since Saudi Arabia has 
already produced 100 billion barrels it is Venezuela’s prime time. On top of that Saudi Arabia has been 
very dependent on the Al Ghawar field that has an output of approximately 5 million barrels a day and 
71 billion barrels in reserves. And with the lack of oil field discoveries made in Saudi Arabia it will soon 
be time for another country to take the “baton”.  
 
→ Venezuela has so much potential. It is simply a matter of time before their political system gets 
straightened up by IGOs such as the UN that is already drafting an election proposal with the members 
of the Security Council. Once this occurs and when property rights are correctly respected there should 
be an inflow of investors coming into Venezuela to grab discounted assets. But, before this occurs 
Venezuela will probably have to let go of the Venezuelan Bolivar and form an entirely new currency, 
preferably pegged to the dollar to reinstate confidence. All in all, this could be similar to the fall of the 
USSR and situations like these only come around a handful of times over a century so they should be 
taken advantage of.  
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Investment Analysis 
Display Technology Sector Analysis 
The recent publication of the Samsung Galaxy Fold heralded a new era of foldable smartphones. 
Although it is arguable whether in the future all smartphones will be foldable, the foldable display was 
a power move of current display technologies. Thereby, it was not a long time ago when most 
households had bulky CRT (cathode-ray tube) screens and the slim screens we see today were 
unimaginable, let alone foldable displays. However, foldable displays are just the beginning of what 
future developments in display technology might bring thinking of the invisible and bendable displays 
that are currently in development. Thus, it is worth having a look at the most promising display 
technologies, since they might reveal strong investment opportunities for the future.  
 
LCD 
Liquid Crystal Displays (LCD) are currently the most used display technology, which is probably also 
used in the device you are reading this commentary on. The basic concept of how LCD screens work 
is rather simple: A white light source lights the back of the screen; Tiny liquid crystals pixels act as 
gates for the light, that can be opened and closed by applying a current; Color filters in front of the 
pixels change the color of the light to either red, green or blue; The red, green and blue light can be 
mixed in several different ways to generate most colors that are visible to the human eye. The big 
benefit of LCD displays is that they are cheap, since the technology is already well established. 
Samsung, the most popular TV producer by volume, is the most prominent promoter of LCD screens, 
especially of relatively new quantum dot light-emitting diodes (QLED) technology. This new technology 
stands out from common LCD screens by adding a quantum dot filtery layer, which enable the screens 
to be more effective (thus brighter) and display more colors. However, as with all LCD screens, it still 
the problem with displaying contrasts and black, since the background light cannot be turned off. Thus, 
the LCD pixels need to filter the light to create a black, which is not perfectly possible.  
 
OLED 
Organic light emitting diode (OLED) is the newcomer display, which is said to replace the LCD in the 
future. The functionality of OLED screens is even simpler than LCD screens: Each pixel on the screen 
is an organic compound that either emits red, green or blue light when a current is applied. OLED 
displays have in general a better image than LCD screens, first of all because of the higher contrast 
and deeper black. Furthermore, a benefit of OLED displays is that the image does not change when 
viewing from different view angles as LCD screens do. On the other side, the backdraws of OLED is 
that they have generally a lower brightness, which is especially problematic in Smartphones, and the 
higher costs. However, this should change over time when OLED technology becomes more trivial and 
companies can focus more on improving the technology rather than actually develop it.  
 
Besides the arguable better image of OLED, it has the big advantage of being a lot thinner and flexible 
than LCD screens. Whereas the limit of LCD screens is to make screens slightly curved (at least when 
produced at industrial levels), OLED has already proven to be a lot more flexible with the Samsung 
Galaxy S6 Edge and  
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Samsung Galaxy S7 Edge. Furthermore, researchers have developed OLED screens that can almost 
be rolled like a piece of paper, which has made smartphones like the Samsung Galaxy Fold possible. 
Furthermore, due to the thinness of the OLED technology it is possible to create almost invisible 
screens that can be integrates into glass panels and windows.  
 
Conclusion 
Besides helping Heijin choosing which screens we use in our offices, our research into display 
technology reveals very good potential investment opportunities. Although the OLED technology has 
already been around for some years, we think there is still a big potential for growth in OLED stocks, 
because OLED displays are still too expensive to be sold at the rates LCD screens are sold. However, 
further development in the OLED manufacturing process will drive prices down considerably and make 
the technology available to the masses, which will boost revenues of OLED manufacturers and boost 
their stock. 
 
One the front line of the OLED adoption, we see Universal Display Corporation and LG Display. The 
former, whose stock symbol is OLED, is a company specialized in the development and manufacturing 
of OLED technologies, thus it gives full exposure to the sector. Recently, after the company surpassed 
its earnings and revenue estimates, Universal Display Corp soared 20%, which demonstrates that the 
mass adoption of OLED technology has started. However, as every company whose business model 
relies on a single technology, investing in Universal Display Corp might be rather risky, given that new 
display technologies are under development. For instance, companies are working intensively on the 
microLED technology, which is said to be the successor of OLED. However, the commercial production 
of microLED is still years away and not an imminent threat to OLED. However, for a longer term 
investment, LG Display might be more suitable. This subsidiary of LG is currently the biggest LCD 
display producer, however, they are also one of the biggest OLED manufacturers, although there are 
no clear numbers. Amongst others, they are said to supply Apple with OLED displays for their iPhone 
XS. The benefit of LG Display in comparison to Universal Display Corp, is that they are not just focused 
on a single display technology, but on many. Thus even the upcoming of new display technologies 
such as microLED won't harm them, because they are part of the development.  
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The Energy Storage Sector Is Taking Off 
It seems that the world is finally coming to understand the irreversible nature of climate change. With 
widespread school boycotts from students in the UK & US, it seems that policymakers are realising 
how big an issue this is to the future of the planet. The demand for renewables has mirrored this 
concern over the past decade, with investment in renewables outstripping investment into fossil fuels 
in 2017. This resulted in a carbon emission saving equivalent to removing the entire US transport 
system, what's more, by 2040 the renewables sector is set to grow by over 350%. However, the main 
questions resulting from the rapid expansion in the renewable sector do we have the capacity to store 
it as economically as a barrel of oil. The energy storage market is set to reach half a trillion in the next 
25 years. The tumbling price of producing the rechargeable lithium batteries means that both home 
and car batteries, similar to the ones found in Teslas, will soon be affordable for the masses. Heijin is 
extremely bullish on this sector, as there is both a need to increase the availability of cost-effective 
alternatives to fossil fuels, and the desire to change from increasingly environmentally conscious 
consumers. So, what firms are paving the way in this sector? 
 

1. Panasonic Sanyo - This tech giant controls almost a third of all lithium-ion batteries and 
is partners with tesla. Helping them with the gigafactory in Nevada, as well as supplying 
them with the batteries for their cars. With a solid financial profile and R&D department, 
Panasonic Corp. looks set to retain its lead in the lithium-ion battery sector. 
 

2. LG Chem - Based in Korea, one of the fastest growing countries in the renewable tech 
game, LG Chem has a brilliant and diversified energy storage department. Their batteries 
can be use in a wide range of appliances from cars to home batteries. Whatsmore, the 
company has recently signed a deal with a handful of Indian firms, allowing them to 
branch out into EMs. As well as being involved with household names such as General 
Motors. Their strength is in the quality of the product, and in their diversification in sales 
across both sectors and economies. This means that they are less at risk than 
Panasonic, who are heavily reliant on their relationship with Tesla. 
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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.  
 
 


