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Global Portfolio Holdings Weekly  
Executive Summary  
→ WTI Crude Oil: 

After a difficult past few weeks where WTI Crude Oil lost most of its 2019 gains, it made a slight 
comeback due to some tensions in the Strait of Hormuz. Two oil tankers suffered heavy damage, 
one of them belonging to Frontline Ltd that endured a torpedo attack. Allegedly these attacks 
were orchestrated by Iran according to Trump/U.S. Intelligence. Despite this, traders are not 
worried at all about supply. This is justifiable in the lighter fractions of crude oil where there is 
ample supply, however, in the heavier fractions of crude the market is incredibly tight. And with 
the IMO sulphur requirement for bunker fuel coming into place in January 2020, there could be 
an upward spiral in prices on that end of 
the market. Lastly, oil demand fears are 
growing as the trade war shows no signs 
of improvement, but if this were to 
reverse we could be in for a quick 
recovery. 	
	
(Flashback to the Past: in 2003 The 
Economist published their magazine 
with the title: the end of the Oil Age. 
However, since that article was 
published this is how the Global Oil 
Demand has turned out (chart since 
2006).  

 
 

INDEX CLOSE 2 WEEKS YTD 

Dow Jones Industrial Average 26,090 5.19% 11.82% 

S&P 500 Index 2,887 5.36% 15.20% 

NASDAQ 7,796 6.87% 17.57% 

10-yr Treasury Yield 2.08% -0.05% -0.60% 

Oil ($/bbl) $52.52 -1.6% 15.7% 

Bonds $110.57 0.4% 5.1% 

     *bonds are represented by the iShares Core U.S. Aggregate Bond ETF 
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Market Summary & Strategy 
Global Macro 
Rare Earths and The Trade War 

The news coverage of Xi Jinping's trip to a rare earths production plant last month was huge. 
Reporters and analysts interpreted it as a clear sign from Beijing that it could retaliate against the 
US sanctions by limiting rare earth exports, since China accounts for over 90% of the global 
supply. The trip was followed several statements from Chinese officials and state-run news 
agencies that they will not refrain from using rare earth exports to retaliate against the new US 
tariffs. 

 
Rare earths are a set of 17 
metals that play a crucial role 
in the manufacturing of high 
tech products. According to 
the Rare Earth Technology 
Alliance, due to the "unique 
magnetic, luminescent, and 
electrochemical properties, 
these elements help make 
many technologies perform 
with reduced weight, reduced 
emissions, and energy 
consumption; or give them 
greater efficiency, 

performance, miniaturization, speed, durability, and thermal stability." The "rare" designation is a 
bit of a misnomer: It's not that they're not plentiful, but rather that they're found in small 
concentrations, and are especially difficult to successfully extract since they blend in with and 
resemble other minerals in the ground. 
 
Although rare earths seem to be a big trump card in Xi Jinping's hand, restricting the US access 
to them would almost certainly backfire. It's true, the US have a relatively high rare earth 
consumption rate; however, most of their consumption comes in the form of products and these 
products are not manufactured in the US, but in China or other Asian countries. Thus, the US 
consumption of pure rare earths is significantly less that its total consumption of rare earths. The 
US's pure rare earths demand could be supplied by other countries and the rare earth export 
restriction would have a visible, however limited effect. Moreover, it would anger Trump and 
making a trade deal even more unlikely under the Trump administration.  
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If China wants to increase the effects of rare earth restrictions to limit the export of products 
containing rare earths, e.g. consumer electronics (smartphones, displays, etc.) and various 
industrial goods (batteries, lasers, wind turbines, etc.). However, this type of restriction would 
harm the Chinese economy more than it would the US economy and than it would be useful as a 
weapon in the trade war. 
 
Heijin Capital's take on the rare earth situation is that it rare earths are a harmless giant. It's true 
that China has almost monopolistic power in the rare earth market; however, it seems to be almost 
impossible for China to use it in the trade war without damaging itself more than the US. Just the 
possibility of China limiting its rare exports to the US has had a slightly negative effect on China's 
economy, since the Pentagon is now trying to push the congress and the government to limit the 
US's reliance on rare earth imports. It suggested economic incentives for the domestic rare earth 
extraction, which could result in lower imports from China in the future.  
 
Moreover, if the conflict around rare earths escalates, the US could collaborate with Japan to 
extract rare earths from the biggest rare earth deposit found so far that lies south from Tokyo in 
the Pacific. This deposit was found last year and research estimate it to be the biggest in the world 
and supply the world's demand for rare earths for centuries. This move would once for all eliminate 
the world's dependency from Chinese rare earth imports. 

 
FX 
Renminbi Report - Update 

Our last commentary covered the weakening Renminbi and its implications on China's economy. 
Due to the important events around the weakening Renminbi that happened since the last 
commentary, we decided to write a short update about what happened. 
 
On Monday, the Renminbi hit its lowest level since the pullback in November last year, hitting 
6.93 per USD. The main reasons for the weak Renminbi are the escalating trade war with the US 
and economic slowdown in the country. 
 
A key question for analysts is now if the PBoC will allow the Renminbi to "po qi" - "crack seven" -  
in its exchange rate to the USD. Seven is often seen as a psychological barrier and has not been 
surpassed since the Great Recession in '08/'09. Yi Gang, PBoC governor, said that the question 
around "po qi" is not important and that "[Yi does not] think along the mathematical scale any one 
number is more important than the other number" 
 
However, despite Yi's remarks, China has recently announced to issue RMB 20 billion of bills in 
Hong Kong, a move that will push up borrowing costs, strengthen the Renminbi and dry out the 
offshore market. Additionally, the PBoC has been observed of setting its onshore Renminbi 
reference rate up to 0.2% above traders' and analysts' forecasts; a bias in the daily fix, that can  
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be interpreted as an attempt to support the currency. The onshore Renminbi reference rate is set 
by the PBoC and restricts daily onshore Renminbi trades by 2% in either direction. 
 
As predicted in our last commentary, the new low of the Renminbi was followed by sharp critique 
from the US president Donal Trump, accusing China of manipulating its currency in order to gain 
an advantage for its exports. However, most traders and economists agree that China is using 
several economic instruments to maintain a strong Renminbi. Nonetheless, the weak Renminbi 
increases tensions between the US and China and lowers the chances of a trade-deal in the near 
future. 
 
Heijin's opinion on the situation is that China will not allow the Renminbi to drop below 7 before 
the G20 summit at the end of june; breaking the psychological barrier would give Trump a win in 
the Trade war and simultaneously make talks with him more difficult. If there is no deescalation 
of the trade war during the G20 summit, chances are high that the PBoC could allow the Renminbi 
to crack seven in order to boost exports and offset damages of the tariffs. On the other hand, if 
Trump and Xi are able to deescalate the situation, we expect the Renminbi to float around its 
current level or maybe improve slightly. However, we do not expect the Renminbi to strengthen 
significantly until Beijing and Washington agree on a trade deal and tariffs are removed.  
 

Investment Analysis 
Vertex Pharmaceuticals (NASDAQ:VRTX) 

Vertex is a company with a global reach in the biotech sector. They aim to research and develop 
life-changing medicines for those afflicted with serious diseases. They are medical pioneers in 
the field of Cystic Fibrosis, helping to create the first drug that helps address the cause of the 
genetic diseases rather than treat its symptoms. Vertex Pharmaceuticals will soon have a near 
monopoly on the Cystic 
Fibrosis drug market.  
 
Vertex already produces 
three drugs for the 
treatment of Cystic 
Fibrosis, all of which 
generate impressive 
revenues. Kalydeco, 
which affects gating of the 
cystic fibrosis 
transmembrane 
conductance regulator 
(CFTR) protein, helps 
patients with a mutation in 
their CF gene that is responsive to KALYDECO, KALYDECO works to help the "gates" stay open  
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longer, allowing more chloride ions to move into and out of the cells. The movement of chloride 
ions may help keep a balance of salt and water in the lungs. In 2018 KALYDECO generated 
$1.008 Billion in revenue for Vertex. The other two drugs, SYMDEKO and ORKAMBI, (which 
produced $0.769 and $1.262 billion dollars in revenues in 2018 respectively) act in a similar way  
 
to Kalydeco but treat different mutations of the disease, ie. a patient may be responsive to one 
drug but not the other two. These drugs are currently able to treat 44,000 of the some 75,000 
worldwide sufferers of cystic fibrosis, equating to about 59% of all sufferers. Vertex's new drug 
will aim to tackle the mutations in the genetic makeup that cause the disease. Once this drug is 
released Vertex will be able to treat 90% of all sufferers.  
 
What’s more, Vertex has a stellar track record with an outstanding balance sheet. Vertex is 
currently trading a $ 172, a 17% discount from its future cash value, which is expected to rise 
dramatically over the course of 2019. Vertex's revenue growth is expected to hit 27%, thrashing 
the sector by over 15%. Vertex has had an incredible year, with earnings up 853.5%, and has 
kept above a 75% earnings growth average Iound 35%. This shows the brilliant job management 
has done in deploying assets and funds. In particular, the CEO, Jeffrey Leiden, has installed 
confidence into investors throughout his time on the board and as CEO.  He has been able to 
move Vertex from strength to strength, earning a great deal of respect for his brilliant management 
skills and business ethics. Vertex has been able to reduce its debt to net worth ratio from over 
44% to 12.6% in under 5 years. Vertex also has extremely deep cash reserves of $3.168 billion, 
which is more than enough to cover all of its debts and projects for the foreseeable future. Vertex's 
enviable financial health, in addition to its exciting pipeline of new products, make it a shrewd 
investment in such a volatile sector. 

 
 

 
 
 
Contact Details 

  
  
  
 
 
 
 
 
 
 

Gregory Laurent Josi 
Founder, Managing Director & CIO 
gregory.laurentjosi@heijincapital.com 
 

Pasha Tinkov 
Executive Director & COO 

pasha.tinkov@heijincapital.com 
 

James Schofield 
Director 

james.schofield@heijincapital.com 
 

 

Moriz Martiner 
Analyst 
moriz.martiner@heijincapital.com 
 
 
 



 
 

                                                                                                 Investment Commentary 
                                        June 2nd – June 16th, 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.  

  
 

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. 
 


