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Index Close 2-Weeks YTD

S&P 500 Index $3,663.46 +1.16% +12.45%

Dow Jones Industrial Average $30,046.37 +1.38% +4.08%

NASDAQ $12,377.87 +1.47% +36.14%

10-yr Treasury Yield (% yield) 0.89% +5.81% -52.55%

WTI Oil ($/bbl) $46.56 +2.69% -23.74%

Bonds* 118.03 -0.33% +4.75%
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*bonds are represented by the iShares Core U.S. Aggregate Bond ETF (NYSEARCA:AGG)
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Gazprom PJSC (LI:OGZD)
Price: $5,42

52 Week Range: $3.74 - $8.47
Market Cap: $64.18 bn

P/E: --
Div. Yield: 7.62%

EPS: --

Global Macro & Investment Analysis

Global Energy Mix & Gazprom
At the start of 2020, we outlined that we were more bullish on Russian 
equities since their valuations were considerably more favourable in 
contrast to the multiples investors had to pay in the U.S. or Europe. 
Almost a year later, as we slowly exit from the COVID-19 crisis, it is 
still the case. Ultimately, the “political” restrictions that are imposed on 
institutional investors in the West make their exposure to Russian equi-
ties almost non-existent. And the stupendous amounts of liquidity that 
are pouring into markets in the West are not pushing Russian equities to 
in our view, overly-inflated valuations.  

Heijin Capital has been overweight from the beginning of 2020 and will 
continue to be for 2021 on the following Russian companies:

From this background on Russian equities, we have been particularly 
interested in Gazprom recently. Gazprom is the largest natural gas com-
pany globally that is fully integrated. 

Key metrics for FY 2019:
• NG Reserves of 35 TCM (16% of global reserves)
• 100% Share of non-shale production
• NG Production of 500 BCM (12% of global production)
• NG Supplies going to Europe of 199 BCM 
• Gazprom is the leader of the O&G sector in terms of carbon intensity 

The theme of a new era in energy 
We are moving into a new era in terms of energy, and states across the 
world are working on setting targets on lowering carbon emissions over 
the next 10, 20, 30 years to tone down the accelerative nature of carbon 
emissions ever since the first industrial revolution in the 18th century.  
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As shown in the graph above the annual emissions of CO2 have been 
accelerative and exponential ever since the second industrial revolution 
kicked off in the late 19th century and into the 20th century. Graphs like 
these are frequently used by the media and climate activists that, in reali-
ty, provide little to no solutions or even reasonable or realistic measures. 
Unfortunately, few realise that this is entirely normal given the same ex-
ponential growth in the world population. By looking at the growth be-
low, it is mathematically-speaking normal for the annual CO2 emissions 
to go from 5 billion tones to 35 billion from 1950 to present-day (7x) 
when in the background the population went from just above 2 billion to 
7.6 billion today (3.8x).  

Humans have never lived this well globally speaking (it was not better 
before) and this long. It is therefore evident that the emissions are di-
rectly correlated with causality to the population growth. But as we all 
know; we are an ageing population and fertility rates are dropping sig-
nificantly due to social changes but also due to a massive increase in life 
expectancies and productivity. By itself, the population will single-hand-
edly curb the rise in CO2 emissions, but that does not mean we should 
not strive for a sustainable energy mix since as in 100-200 years we will 
have almost fully depleted reserves of oil, coal, and gas. But there is no 
need for countdown clocks on the climate and no need for pessimism 
as we are only humans and have a tendency to find solutions when our 
backs are against the wall, but this change is so recent, so neither should 
we expect miracles. That is the issue of this instant self-gratification at-
titude that has developed in today’s world where everyone believes we 
can fix everything in under a year or even ten years.  
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The answer to climate activists is yes, the population has grown im-
mensely in under a century, and we as a society have had very little 
time to change our energy mix from the old foundations we had (coal, 
oil, gas, etc.). And even in 50 years, we have never had such a diverse 
energy mix and with so many states cutting their use of coal and pouring 
billions into the renewables and natural gas sector. 

The recent drastic shift of investments from states, corporations, and fi-
nancial institutions into the cleaner energy mix sources rather than fossil 
fuel energy is going to be of significant importance. Even though many 
are doing so to satisfy the change in status quo due to societal pres-
sures, it will promote jumps in innovation in the fields that are working 
towards creating new sources of energy (e.g., Hydrogen) or ultimately 
improving the efficiency of solar panels, hydroelectric plants, wind tur-
bines. Due to the massive push into ESG products and environmentally 
friendly companies more specifically, companies like Gazprom are go-
ing to be left with a valuation that is majorly below where it should be. 
But, at Heijin we prefer to be invested into companies that not only do 
actually provide a huge piece of the puzzle to a greener energy mix but 
also do so whilst generating billions in FCF and abiding by their divi-
dend policies. The graph below shows the greenhouse gas footprint by 
all the different energy sources of NG/LNG. Nord Stream 2 will be 2x 
cleaner than LNG supply due to the organisation of the supply chain. 
For Europe, this will not only translate into a fewers emissions from the 
supply chain they get their energy from but also a cleaner energy mix 
all-in thanks to Gazprom.
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Gazprom’s key export market is Europe but is investing heavily into ex-
panding its infrastructure to provide links to the East (most notably to Chi-
na). Given that the EU has a target to reduce carbon emissions by 40% by 
2030 (compared to 1990), it is unwise to be reluctant to make Nord Stream 
2 fully operational this year. Whilst Nord Stream 2 should be completed 
and operational by Q1 2021; the U.S. had placed sanctions which delayed 
the $11bn project. Even though Nord Stream 1 has faced no issues (runs 
across a similar route to Nord Stream 2) and has been key in meeting Eu-
rope’s energy demands since 2011. 

In short, the criticism surrounding Nord Stream 2 by the U.S. and nations 
in the EU, they all revolve around politics and specifically being more 
dependent on Russia, which they believe could be used as leverage. De-
spite the Nord Stream 2 company (owned by Gazprom) essentially being a 
partnership with a European group of companies and people. Fortunately, 
the Chancellor of Germany – Angela Merkel – has been a massive propo-
nent of Nord Stream 2 given Germany’s lack of energy independence, its 
current 40% dependence on Russian gas, and the fact that Nord Stream 2 
will be connected directly to Germany.  
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As we can see from the graph above, Nord Stream 2 coupled with Nord 
Stream 1’s already existent 55 BCM/year will double it to 110 BCM/year. 
For Gazprom that financed > 50% of the project, this bodes to become a 
huge contributor to its earnings. Europe is set to face an import gap of 150 
BCM in 2040 for NG, and we see Gazprom remaining as a critical player 
for the region and for it to thrive for many years to come. 

All in all, Gazprom is part of the cleaner energy mix, it is a long-stand-
ing dominant player in the energy market, will have low production 
costs for decades to come and has a firm grip on global reserves, which 
is why we are very bullish. Lastly, Gazprom’s expertise and investment 
capabilities make it a key runner up to become one of the largest green 
energy providers as well. As of 2019/2020, it is operating the 1MW 
OMSK Oblast solar-powered station and has a current project to build a 
20MW industrial solar-powered station.  
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DR Horton Inc (US:DHI)
Price: $69.91

52 Week Range: $25.51 - $81.21
Market Cap: $25.48 bn

P/E: 11.28
Div. Yield: 1.14%

EPS: $6.20

Sector Analysis

The Resurgence of the Cyclical 
Stocks
COVID-19 has wreaked havoc on cyclical stocks partly due to the stag-
nation in productivity in addition to furloughs and lockdowns. Energy, 
RE and Industrials are the three remaining sectors still trailing in their 
recoveries.  But thanks to recent increases in monetary and fiscal policy 
stimuli, and the first administration of the COVID-19 vaccine to a British 
Grandmother on the 9th December, we see confidence slowly returning 
to the markets. As we look to climb out of this recession, one must look 
back to previous incidents for guidance. Of course, recessions, much like 
snowflakes, are never identical. However, patterns and trends remain con-
sistent throughout, and the current resurgence of cyclical stocks remains 
in-line with what one would expect to see as the economy re-emerges 
from a recession.

D.R. Horton (DHI) - The Company has been America’s largest home-
builder for almost two decades. DHI has operations in 88 markets in 29 
states across the United States and closed 65,388 homes YTD (30/09/19-
30/09/20). Despite the sector as a whole sustaining critical damage from 
the economic fallout of COVID-19, DHI has still been able to have a pos-
itive, even enviable Q4 2020. Revenues are up 27% YoY to $6.4 billion. 
Home sales increased by 15% and set sales orders 39%. The Company 
ended the year with $2.6 billion of unrestricted homebuilding cash and 
$1.8 billion of available capacity on its revolving credit facilities for total 
homebuilding liquidity of $4.4 billion.

Moreover, over the past five years, DHI has experienced growth with rev-
enues up 88%, and EPS has increased by 2.16x. Horton has ended the 
year on a resounding high, and looks to 2021 positively, with a significant 
amount of orders already placed. They are attesting to both their quality 
of service and returning confidence in the market. Their strong balance 
sheet coupled with their liquidity has allowed them to weather the storm 
of COVID-19 effectively, while also putting them into a brilliant position 
to take full advantage of the economic recovery over the course of 2021.

ETSY - Etsy is an American e-commerce website focused on handmade 
or vintage items and craft supplies. These items fall under a wide range of 
categories, including jewellery, bags, clothing, home décor and furniture, 
toys, art, as well as craft supplies and tools. Of course, when one thinks 
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Etsy Inc (NADAQ:ETSY)
Price: $170.02 

52 Week Range: $29.95 - $171.66
Market Cap: $21.43 bn

P/E: 88.37
Div. Yield: --

EPS: $1.92

of e-commerce, one’s mind immediately goes to Amazon, and one would 
think it would be hard for anything to grow in the $1.564 trillion Com-
pany’s shadow. The pandemic has caused a massive surge in online sales 
and support of small business, which happens to be Etsy’s raison d’être. 
Etsy’s focus on the handmade and personalised goods from small business 
has given them a massive head start on Amazon.  Etsy offers customers a 
much more personal, tailored buying experienced compared to Amazon, 
as one is easily able to converse with the “mom&pop” shop owners on its 
website. It also offers a much better commission fee structure and sign-up 
process for stores.

Of the 138 million all-time buyers on the Etsy marketplace, approximate-
ly 50% have purchased at least once in the last year, with about 69 million 
active buyers in the third quarter. In addition to this, the Etsy marketplace 
saw an influx of 14.8 million new buyers and reactivated buyers during 
the third quarter. Etsy has had a brilliant year financially too, with EPS 
increasing by $1.06 to $1.92, an atmospheric rise. Latest earning reports 
show total revenue up 128.1% YoY, and Gross profit for Q3 up 157% 
YoY.  Non-GAAP Adjusted EBITDA for the third quarter of 2020 was 
$151.4 million and grew 259.9% year-over-year.  This year has shown the 
strength of Etsy’s business model. Their approach of controlled, sustained 
growth coupled with the scalability, strong balance sheet and increased 
brand recognition and buyer frequency puts Etsy in brilliant sted for the 
future.
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Chewy Inc (NYSE:CHWY)
Price: $85.11 

52 Week Range: $20.62 - $85.36
Market Cap: $32.12 bn

P/E: --
Div. Yield: --

EPS: $-0.43

Investment Analysis

Chewy Inc
One of the most notable trends caused by the COVID-19 was a signifi-
cant spike in demand for pets. Many people who were now principally 
working from the home office decided that being under lockdown would 
be better with a pet and thus stormed animal shelters. For instance, the 
UK saw a 180% increase in inquiries at the Kennel Club in comparison 
to the last year, while RSPCA saw a 600% increase in traffic to its puppy 
fostering pages, and insurance providers saw a 78% increase in newly 
registered pets. A company that, in our opinion, is in a unique position 
to profit off this trend is Chewy (NYSE:CHWY).

Chewy is a US online retailer for online pet food and accessories. It was 
acquired by the private company PetSmart in 2017 in the largest-ever 
acquisition of an e-commerce business at the time. In 2019, the com-
pany IPOed at the NYSE raising $1 billion in funds. More recently, 
Chewy announced that its customer base rose by 50% from 2Q19 to 
2Q20, with customers spending on average 10% more on their platform. 
Moreover, in 4Q20 the company has surprised the market with a $5 
million EBIDTA instead of the $10 million loss expected by Wall Street.

Furthermore, it beat revenue estimates by 3% and surprisingly increased 
its guidance for the following year by 10%. What’s especially attractive 
about Chewy is its Autoship product, which is a subscription for pet 
products, which ensures recurring revenues and customer retention for 
Chewy. At the moment, 69.2% of Chewy’s customers subscribed to Au-
toship.

Now one might think that the 160% share price jump of Chewy is as far 
as it will go; but we believe Chewy still has some aces up its sleeve. On 
one side, Chewy managed to become the largest online retailer for pet 
pharma in the US, a market that is growing substantially and will attract 
customers also to its other products. However, the significant catalyst 
we expect to see for Chewy over the next few months is an international 
expansion. While the word on the street is not out yet, we think that this 
is the next logical step for Chewy’s management and believe that it is 
already working on respective plans. Once the news will be out, we ex-
pect a major jump in Chewy’s share price as this would put the company 
on track to become one of the largest, if not the largest pet products 
online retailers in the world.



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,” “antici-
pates,” “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 nd 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 as-
sume any liability for any loss or damage of any kind arising, whether direct or indirect, caused by the use of any part of the informa-
tion 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.


