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STRATEGIC INSIGHTS 
Executive Summary  
→ General Market Notes: 

 
Global equity markets went on a rollercoaster ride in the past two weeks as macroeconomic 
figures pointed to a weakening economic environment. The UK continues to experience volatility 
as Boris Johnson prepares to potentially ask for another Brexit extension - frustrating investors 
as the terms of the deal are still nowhere near being set in stone. On top of that, weaker than 
expected construction figures show the effect this ‘process’ is having on business and consumer 
confidence across the board which disturbs the ‘trickle down’ mechanism. Although, it is 
important to keep in mind that markets have been efficient and priced in a lot of the negative 
economic impact Brexit would have - such as property valuations in London falling by as much 
as 25% in certain areas. Across the pond, ISM data (both Manufacturing & Services) for the U.S. 
shows signs of a sharp decline in momentum, which sent U.S. equities sliding almost 200bps in 
a single session. This is in contrast to the report released in September 2018 that showed that 
American manufacturers were growing at the fastest rate in 14 years - a stark difference in just 
a year. Unfortunately, even though the FOMC cut rates on September 19th by 25bps investors 
are expecting them to do so again in the meeting at the end of the month. Thus, unfortunately 
decreasing the U.S.’s ability to stimulate its economy via monetary policy further down the road 
where things could get ugly.  
 
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 26,574 -1.40% +13.82% 

S&P 500 Index 2,952 -1.33% +17.61% 

NASDAQ 7,982 -1.60% +19.75% 

10-yr Treasury Yield 1.53% -0.19% -1.0% 

Oil ($/bbl) $52.90 -9.3% +16.5% 

Bonds $113..75 +1.0% +9.1% 

         *bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG)  
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Market Outlook & Strategy 
Global Macro 
Macroeconomics 101: Clearing up misconceptions 
 

This investment cycle (post-2008 - present-day) is expressed by the longest economic 
expansion in U.S. history and the second-longest and most active bull market. As these twin 
cycles age, investors may be looking for signs that "the end is near" or that a recession is 
looming. As much as investors are anticipating a recession, we cannot ignore the data, and this 
week's data does indeed show that economic growth is cooling from its pace of a year ago. But 
rather than suggesting some future date for the end of the expansion, we think the data suggests 
that we may remain in the season of a modestly growing economy and bull market, at least for 
a short while. Here's why: 
 
Manufacturing decline ≠ economic decline (and vice versa) 
Data shows an economy is still moving forward, but at a slower speed. More importantly - 
manufacturing; which is contracting, but it's not slowing the broader economy. A survey of 
manufacturing released this week showed a contraction in that sector for the second straight 
month, and it caused U.S. markets to decline 2.5% over two days. Manufacturing accounts for 
less than 10% of total output and 9% of jobs created. Though manufacturing is a small segment 
of the economy, it's signal value is high because its performance is directly correlated with a 
rising and falling economy. Manufacturing is also more vulnerable to trade tensions and slowing 
global growth than other sectors of the economy. Interestingly, the weakness in the 
manufacturing industry does not seem to be affecting the broader economy. Data on the much 
larger service sector, which composes 80% of the economy, shows that it is still expanding, 
though its pace has slowed in keeping with a modestly growing economy.  
 
Unemployment rate and what it is telling us 
Next up, unemployment (which reached a 50 year low). The signs of an economy slowing but 
still growing was also underscored in the jobs-market data released on Friday. The economy 
created 136,000 jobs in September, a bit short of the 145,000 jobs expected by the markets (see 
chart below for historical unemployment rates). Over the course of 2019, the U.S. economy has 
produced an average of 160,000 jobs a month, compared with 223,000 last year. Though lower 
than last year, this pace of job growth is still higher than the 100,000 jobs-per-month average 
we anticipate with economic growth. More good news is that the weekly data in jobless claims 
– a leading indicator of the direction of the economy - is well below historical averages and 
consistent with a healthy labor market. Revisions over the past two months added 45,000 jobs 
and pushed down the overall unemployment rate to 3.5% from 3.7%, the lowest level in 50 years. 
A low unemployment rate is in sharp contrast to how previous expansions ended when the  
 



 
                                               Heijin Capital Investment Commentary 

                                                                                     September 22nd – October 6th, 2019                               
 

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.  

 
 

unemployment rate headed upward. Of course, it would be foolish to assume that unemployment 
data from 10 years ago can be directly compared to the present day, mainly due to a different 
fiscal policy and quantitative easing; however, it would also be unwise to ignore these positive 
signals.  
 
Consumer spending - the driving force of the economy 
Consumer spending still growing, on pace with income growth. September's jobs report also 
showed that wage growth 
decelerated last month to 2.9% 
from 3.3% in August. This 
deceleration is still above the 
average pace of wage growth of 
2.3% over the 10-year expansion. 
Moreover, this pace of wage 
growth shows a labor market that is 
neither too cold nor too hot. 
Furthermore, this pace suggests a 
labor market that is strong enough to support consumer spending, the engine of economic 
growth, but not too strong as to trigger a spike in interest rates that could slow growth. 
Moderately growing wages are positive for corporate earnings, as well. Over the last five years, 
revenue growth has averaged 3.5%, according to FactSet. Wage growth below revenue growth 
helps keep corporate earnings climbing. While it would be reasonable to expect a deceleration 
of earnings per share this year, that pace appears strong enough to support rising share prices 
until the end of the year.  
 
More tariffs 
The markets also reacted to a new round of tariffs announced this week. The White House 
announced tariffs on $7.5 billion in European goods that will take effect on October 18. In 
addition, the Trump administration plans to raise tariffs to 30% from 25% on $250 billion worth 
of Chinese goods on October 15.   
 
The bottom line & what to take away from this 
In the latter stages of a bull market, turning points in the economy are hard to predict and don’t 
go according to a preset schedule. This is why a couple of commentaries back, we published an 
article about how to construct an all-weather portfolio which will give you the right signals to 
when you should start selling or start buying. Instead of  being overly defensive and staying in 
cash, make sure your portfolio is correctly risk-adjusted to suit the current macroeconomic 
environment. At the same time, don’t succumb to the peer pressure of an infinitely growing 
economy, because that is simply unsustainable. If you have any questions or comments, reach 
out to us - we love hearing your thoughts!  
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Investment Analysis 
Waste Connections (NYSE:WCN) 

 
What do iPhones, vegetables, and shoes have in common? All these products are sold within 
the packaging that will sooner or later be waste; Even worse, the products themselves will also 
sooner or later land in the trash can. This leads to one of the major problems of modern society: 
Where to go with our trash? Well, since people have understood that the common practice of 
previous centuries -- disposing the trash into nature and rivers --  is not sustainable, specialized 
companies were created needed to take care of the disposal of trash and the waste management 
industry was born.  
 
1st Dimension - Macroeconomic Drivers 
The yearly increase in population and a decrease in production costs for goods results in greater 
total consumption all around the world, consequently also in greater waste production. In the 
US, for instance, the predicted waste management CAGR lies at predicted 6% for the upcoming 
5 years. In comparison to the CAGR we see in tech companies, this is obviously a relatively 
moderate growth rate; however, the steadiness of the waste management sector is what makes 
it attractive in current times. 
 
Lunatic world leaders, controversial economic data and high valuations were a source of 
unusually high volatility over the past month and breaking even the best investment thesis. Waste 
management can be a lifeboat in turbulent times, since its underlying material, waste, does not 
fluctuate due to short-term changes in markets or the broader economy. Waste production is 
just affected in the medium and long term when people decrease their consumption and 
companies decrease their production. However, as history has proven, even then the decline in 
waste production is relatively small and waste management companies survive with little 
problems. 
 
2nd Dimension - Sector Drivers 
One of the biggest drivers within the waste management sector in the past year was a higher 
price discipline amongst competitors. Various factors such as high economic growth, high 
volumes of waste generation, as well as rising costs have driven waste management companies 
to reduce price wars. Moreover, rising wages and economic outlook have decreased consumer's 
incentives to always search for the lowest waste management provider, which further decreased 
price competition.  
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Another big driver of within the waste management sector is the increasing internalization rates 
of waste management companies. Although a big part of the waste management sector is still 
subdivided into many local players, some bigger players have pushed towards a total vertical 
integration of the value chain, amongst others through M&A activity, which has lead to overall 
higher profit margins in the sector.  
 
3rd Dimension - Company Drivers 
The most promising waste management company Heijin Capital has identified for the US market 
is Waste Connections NYSE:WCN. Different from the two other big players in the US waste 
management sector, namely Waste Management (NYSE:WM) and Republic Services 
(NYSE:RSG), Waste Connections are mostly operating in exclusive or secondary markets (90%), 
which allows it to maintain the highest margins in its sector. 
 
Moreover, Waste Connections has concluded some major M&A deals over the past years, which 
has led to redundancies and inefficiencies in the company's operations. However, the 
management of Waste Connections is aware of the problem and currently restructuring the 
company, whereby the fruits of the restructuring process should begin to be visible in 2020.  
 
Risks 
One of the major risks for Waste Connection is the apparent economic slowdown, which would 
especially hurt the more lucrative commercial and industrial segments of Waste Connections 
business. However, experience has shown that even during the Great Recession the demand for 
waste services hasn't decreased significantly, especially not in the niche areas Waste 
Connections is operating in.  
 
Another major risk for Waste Connection would be lower oil and energy prices, since the 
company derived 5% of its revenue from energy. Declining energy and oil prices would 
negatively affect Waste Connection's profit margins. 
 
Heijin's Take 
The prevailing uncertainties in the markets make waste management a very attractive investment 
opportunity due to the low volatility of the sector; This low volatility can be attributed to relatively 
constant and predictable demand for waste management services. Within the US market we 
identified Waste Connections as the most promising player, given that it is mostly operating in 
markets with little to no competition. Moreover, Waste Connections is currently restructuring 
after a large round of M&A activity, which will significantly improve the situation of the company. 
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Investment Analysis 
AI in Healthcare 

 
Healthcare is moving at breakneck speeds. In under 50 years conditions such as cancer have 
gone from a tacit death sentence to having a net survival rate. The next step in the evolutionary 
path of healthcare and medicine seems to be Artificial Intelligence (henceforth referred to as AI). 
AI is already becoming an increasingly prominent component across the vast breath that is the 
healthcare market. AI tools are already prevalent in our smartphones and wearable technologies. 
For example, the Apple I-Phone’s ‘health’ app maps data such as steps, heart rate and sleep, 
allowing the user to get real time feedback in an easy to digest format. This is merely a drop in 
the ocean compared to the potential AI has for improving our health on a day-to-day basis. 
“WELT” for example, are currently producing a belt integrated with AI that will tell the user when 
they have over eaten/ should be full. They are not alone, Under Armour (UAA:NYSE) are currently 
improving their massively popular, ‘my fitness pal’ app which allows users to track daily calories, 
as well as tracking their nutrient and vitamin intake which can be altered accordingly. Other 
wearable tech, such as the Fitbit will vibrate when you have been sedentary for an extended 
period of time, encouraging you to get up and move. Although these all seem rather simple and 
somewhat banal, it's often the simplest ideas that generate the best results. Preventable 
diseases, such as Type 2 diabetes are the one of the biggest killers of our age. Wearable AI has 
the potential to be the first step in preventative medicine where people are taught by their own 
data on how to improve their lifestyles. And can make the necessary changes to their lifestyle 
well before the need for medical intervention. 
 
It's not just preventative medicine where AI can lend a hand, AI can be used to detect cancer 
extremely accurately, even at the earliest stages. Due to a plethora of reasons, mainly human 
error, a high proportion of mammograms yield false readings. The use of AI can take scans, 
process and deliver results 30x faster than a human , with an astounding 99% accuracy, 
subsequently reducing false diagnosis, waiting times, costs, in addition to improving the 
successful treatment rate due to early diagnosis. Furthermore, it is estimated that over 80% of 
health data is invisible to current systems due to the lack of structure in its organisation. Many 
medical journals are also sadly neglected. AI is currently being utilised to have access to every 
single byte of medical data and medical record ever written. This would allow the AI to check a 
patient's symptoms against every recorded medical log in a matter of seconds, providing a swift 
diagnosis with pinpoint accuracy. 
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A company with huge potential in our eyes is Globus medical (GMED:NYSE). Globus Medical 
is a leading musculoskeletal implant manufacturer and is driving significant technological 
advancements across a range of spinal products. Globus is currently the fastest growing 
company in the history of orthopedics. They have over 100 products with 30 in various stages 
of the development pipeline. Their most ambitious project is the ExelsiusGPS robot (see picture 
below). The ExcelsiusGPS Robotic Navigation platform is the first technology to combine a rigid 
robotic arm and full navigation capabilities 
for precise trajectory alignment in spine 
surgery. The system is designed to 
improve accuracy and optimize patient 
care by using robotics and navigation. This 
technology will transform the way spinal 
surgery is performed, even at this relatively 
early stage the robotic arm can place 
spinal screws with a 99% success rate. To 
put this in non-medical terms, the product 
can be compared to the change in 
navigation from using a paper map to a 
GPS system. The surgeon will still use the 
robotic arm, but will have unprecedented 
accuracy and speed in the process thanks 
to the integrated AI systems. 
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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. 
 


