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Government indebtedness and inflation
• During her nomination hearing on January 19, Treasury Secretary Janet Yellen said: neither the President-elect nor I propose this
relief package without an appreciation for the country’s debt burden. But, right now, with interest rates at historic lows, the smartest
thing we can do is act big. Is not a coincidence, that the FED last Wednesday stayed dovish and projected 0% interest to 2023.
• Mr. Yardeni simulated the interest costs from 1% to 5%: once again, interest rates will stay low and will be manipulated.

Source Yardeni research : U.S. Government’s net interest costs USD 326 bn at average interest rate of 1.6%: chart’s simulation with 1 - 5% interest costs
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Cumulative number of 25bp hikes priced in by year end
• Market expectations have currently priced in 3 hikes by end-2023 (75bp) and a 2% hike by 2026.
• Therefore, we think that the market is already discounting a quite hawkish monetary policy from the FED, which is not the case.
• In our opinion, as explained many times, the increase in interest rates is going to be gentle and interest rates are going to stay
negative for many years. Therefore, government debt is going to fall (not in nominal value, but as percentage of GDP).

BofA global research: cumulative number of 25bp hikes
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The real situation of the U.S. labor market
• U.S. jobless numbers are still very high. Therefore, we would assume that the U.S. economy is not rebounding as wished.
• But the U.S. economist, Mr. Edward Yardeni, analyzed the unemployment numbers and came to the conclusion that workers had
quit work to stay home with their kids until childcare facilities and schools were fully reopened. Meanwhile enjoying the generous
MMT financial support of the Biden administration.
• There is an additional quite concerning reality: the mismatch between jobs and skills. In fact, according to the NBER statistics,
especially amongst smaller companies where 51% of applicants for job openings were not qualified enough!
• Such a mismatch in the labor market is negative news but, at the same time, shows a prosperous future.The economy needs
skilled workers who should ultimately earn above average incomes, which, in turn, will be translated into increased consumption.

Small business survey: 51% of applicants for job openings is not qualified enough! Source NBER / Mr. Edward Yardeni
4

Worldwide energy consumption
• Most market participants are focussed on renewable energy replacing traditional energy sources like oil, gas, nuclear and coal.
As we know, even with all possible efforts being made to speed up such replacement, there is still a long way to go.
• What is mostly forgotten, however, is the constant increase of energy consumption due to cloud and machine learning systems
(it is amazing the amount of energy used for simulations and ventilation), simulation of algorithms for various applications, also
for newcomer 5G, automatization, etc. Besides the fact that we will need traditional energy sources for much longer than thought.
We do need to urgently invest and build up infrastructure to reach a more stable electricity conduction.
• The most conductive element for electricity (20oC) is Silver, followed by copper, gold, aluminum, calcium, tungsten, zinc,
cobalt, nickel and ruthenium. With “green” applications for solar power or electric cars, added to traditional industries like jewelry,
electronics, superconductors and photography (but falling to insignificant percentage), forecasts expect a 3x increase in demand.

Energy consumption from 1980 to 2018 (source: Statista)

Forecast energy consumption worldwide forecast until 2050 (Statista)
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Oil price
• According to our oil and renewables expert Renaud of Anaconda Invest, world energy demand has recovered well and
inventories are being drawn down.
• Production has been lower in the shale basins and, given the number of active rigs is now below the 400 threshold, should remain
as such for a few years.
• So far, OPEC has been very disciplined as demonstrated in the last meeting, which Russia appeared to benefit from the most.
• Combined with the fact that energy demand is increasing more than market participants expected and that the global economy
is on the way to normalization, the oil price has a lot of positive fundamental factors supporting higher oil prices for longer.
• It was for these reasons that, back in November, KTS decided to increase exposure to the energy sector via an expert with 35
years experience, who invests not only in traditional energy companies but also in those that are investing heavily in the
acceleration of the transition to sustainable energy production.
• A very good example of this is the Norwegian company Aker Solutions, which used only to be involved in offshore oil and gas
drilling. Now it is also responsible for the transportation of `windmill` parts for offshore wind farms.
• In the renewable jet fuel sector we sold the stock GEVO US last year following a tremendous run up in the share price. We
purchased it again, when the price corrected to a key support level under 7.7 USD. With USD 530 mio liquidity and the project
net-zero 1 going into production by 2024, the renewable natural gas facility also going into production by 2022 and project net-zero
2 at a good point, we feel GEVO US is a long term stock to be traded. The success of Gevo’s business model is its industrial client
base which, because of the increasing ESG regulations, needs to buy CO2 certificates, which Gevo provides for free.
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Uranium
• As shown in slide 5, traditional sources are going to support the energy supply for much longer than expected
• Nuclear is going to be a part of the supply increase. During the Netflix documentary about Bill Gates, he explained how smaller
nuclear reactor units are the best energy solution in the world today.
• Being a very sensitive subject, KTS has only an underweight long position via our energy/renewable expert Renaud / Anaconda

Long term breakout of etf URA US
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Volkswagen big plans for electric vehicles
• During an investor day, the automaker Volkswagen presented its big plan on how the company is going to challenge Tesla as “EV
champion”. The German car manufacturer plans to build 6 battery factories over the next decade and also forge several
partnerships.
• Basically, during 2020 VW sold 231k electric vehicles vs 500k ev of Tesla. But, according to the EV sales forecasts for 2021, VW
is predicted to sell 1mio vs 750k sales from Tesla.
• The stock has massively outperformed Tesla ytd, but has still a lot of catching up to do if we compare their performances since
2020. Our sector expert technical analyst Alpha Plot has been invested in Porsche for some time and we are enjoying the ride!
• In addition, for some time now, KTS Capital Management AG has been putting together a breakthrough transaction in the EV
space, which is now at the final stages of the completion. Hopefully, we can officially announce the deal very soon!

VW outperformance vs Tesla YTD 2021

VW massive underperformance vs Tesla from 2020: 700% difference
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Investment strategy of retail investors
• We came across an interesting article in the Swiss press, where an IT expert lost his wealth in stock exchange speculation and
his debts piled up. The majority of the population reads on a daily basis how stock exchanges and crypto currencies have reached
new highs. But the reality of retail investors experiences is more dramatic, we would even say “brutal”. The KTS team has over
25 year experience and is constantly working to ensure the necessary stability of its portfolios, in order to avoid such
uncomfortable outcomes. Link to the article: https://www.blick.ch/wirtschaft/mit-riskantem-trading-alles-verloren-ich-habe-80-000franken-schulden-id16397306.html?utm_source=campaign&utm_medium=email&utm_campaign=sharebutton&utm_term=blick_app_ios
• We are seeing on a daily basis the fact that new market participants are investing with leverage (using Robinhood with 1’400
USD, the investor can leverage up to 41k USD) and, therefore, we have the feeling that the game will last as long it lasts. Because,
unfortunately, greed is in the blood of humanity. Most market participants are going to reinvest profits, probably always with
leverage. And the day the stock markets eventually top out the results will be dramatic and painful. 20 years ago a very important
client told us his best life’s deals were when he had the feeling that he had sold too early! We are experiencing on a daily basis,
how people have totally forgotten the fear and pessimism back in March 2020 and are now focussing only on making profits.
• Nowadays retail investors can trade with a starting capital of even 500 USD, because of 0 trading costs and leverage. Historically,
back in the 90’s market participants were investing in Japanese warrants, overvalued technology’ IPOs or call options in 2000.
Today investments with leverage via different platforms are comparable to options. Also, the volatility and credibility(or lack of) of
alt coins, SPACs or IPOs is equivalent to the tech bubble of 2000.
• Nothing really changes and the outcome unfortunately is going to be the same, it is only a question of when, not if...
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General news on Bitcoin
• Crypto investor “Metakovan” purchased for around USD 70 mio the digital artwork called “Everydays: The First 5000 days” from
an official auction organized by Christies. The artwork is a collage of 5’000 individual images, which were made one-per-day over
more than thirteen years. The work is in the form of a new kind of digital asset: a Non-Fungible Token (NFT).
• Recently, we mentioned the possibility of buying art via a NFT, but we were surprised by the amount paid for such artwork.
Especially, because it is only in a digital version and, honestly speaking, perhaps we belong already to the older generation! it is
actually very desirable to have genuine artwork in a material form to fully appreciate it, no? Most probably, the millennium
generation already have much different tastes and different ways to enjoy art. But, in any case, the key problem of such
transactions is the tremendous cost of such artwork, which is in conflict of with the scope of central banks’ stimulus packages,
which is supposed to support the real economy.
• We of course also understand that the goal of the investor Metakovan and the magnitude of the transaction was to publicize the
new technological trend towards NFT and probably, in the longer term, it will prove to have been the right move.
• We do not want to continue too much with NFT technology, but we realized that the sector is strongly gaining traction. The tennis
pro Oleksandra Oliynykova (ranked nr 649 at WAT) is offering the highest bidder lifetime ownership of a section of her arm in the
form of an NFT (upper arm 15cmx8cm for commissioning a tattoo?). Or Kings of Leon, a rock band, is selling a new album as an
NFT, as also is rapper Malone. The National Basketball Association is selling clips of famous dunks. The global NFT market grew
from a few tens of millions of dollars in annual sales a few years ago to over USD 300m in the past month alone! (According to
the magazine The Economist).
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General news on bitcoin
• As explained in our last weeks report, many Americans are expected to invest all or part of the USD 1’400 they receive from the
stimulus package. Apparently, a survey just released today from Mizuho Sec estimates that 61% of surveyed people would invest
in bitcoin rather than equities (so calculating 10% of the 400 bn, 40bn, whereby 61% in bitcoin = around 25bn in bitcoin’
investments). We understand the millennium generation prefer investing in bitcoin, because is much easier than analyzing single
stocks.
• We noticed that the discussion about bitcoin consuming as much energy as all data centers globally (apparently 184 Twh per
year) will lead to a dilemma. Should bitcoin mines be forced to buy Co2 certificates? In addition to other issues like shortage of
chips, threats to international safety and, of course, causing a dramatic increase in energy consumption and resulting pollution.
(as explained in the slide 3).
• We believe that, due to the misunderstanding of market participants, their reaction to any of the above could initially cause
negative volatility in the price of crypto currencies. But, in the long term it is very positive because this cost would be added to the
valuation of bitcoin itself. Most importantly, however, bitcoin miners would be forced to invest capital in renewable energy and
electricity infrastructure.
• Korean crypto trading volume has surpassed the national stock exchange. According to local news, the total amount of
transactions combined for the 4 major crypto exchanges in Korea (Upbit, Bithumb, Coinone and Kobit) was USD 14.6 bn, which
exceeds the trading in KOSPI Index.
• Morgan Stanley becomes the first big U.S. bank to offer its wealthy clients access to bitcoin funds and Visa anticipates
cryptocurrency becoming extremely mainstream, working to allow bitcoin use at 70 mio stores.
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General news
• Greece could issue for the first time after the financial crisis of 2008 a 30y bond at 1% yield. This is one of the advantage of the
0% interest rate policy.
• The Bank of Japan is currently holding 2/3 of the local ETF market. Imaging if US and Europe going to “ramp up” such purchases.
This is a further confirmation, we have reached the point of no return.
• Student loan debt in U.S. has exploded over the last 17 years, growing 546% from 2003 through 2020. Auto loans have also
increased substantially, growing by 114% . Credit card grew 19% and many Americans said, they intend to pay down their debts
with a third round of direct government stimulus.
• According to Financial Times, US warns China it will enforce sanctions on Iran oil shipments. It looks like, new President, old
policy.
•
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DISCLAIMER

This report has been prepared by KTS Capital Management AG (“KTS”) / VICTRIX AG (“VICTRIX”) and is intended
for information purposes only and does not constitute an offer or an invitation by, or on behalf of, KTS/VICTRIX to
make any investments. Opinions and comments reflect the current view of The Investment Team of KTS/VICTRIX
and not that one of a third party. We assumes no obligation to ensure that other such publications are brought to the
attention of any recipient of this publication. Investments in the asset classes mentioned in this publication may not
be suitable for all recipients. This publication has been prepared without taking into account of the objectives,
financial situation or needs of any particular investor. Before entering into a transaction, the investor should consider
the suitability of the transaction to his individual circumstances and objectives. This publication does not constitute
investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or
appropriate for individual circumstances, or otherwise constitutes a personal recommendation for any specific
investor. We recommends that investors assess the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences with a professional advisor. The information and data herein are obtained from sources
believed to be reliable but no guarantee can be made that the information is accurate or complete.
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