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Pension plan
• During a presentation from of our best in class fund Flossbach, the manager analyzed the long term repercussions of lower
interest rates and yields for pension plans.
• Basically, nowadays a pension plans needs to yield at least 5.15% p.a. to achieve the necessary capital repayment for a young
person. The yield calculation does not allow for the detrimental effect of inflation; therefore, yields would need to be even higher.
In addition, the pension plan, by law, must provide the real minimum wage for survival. Consequently, a young citizen needs to
also invest in a private pension pillar in order to eventually guarantee a decent lifestyle later in life.
• In an 0% yield environment, basically any pension plan worldwide is obliged to be invested 100% in equity, in order to reach the
5.15% p.a. yield required. We and governments both know that this is not going to happen. Therefore, in Germany policy makers
are arguing to increase the pension age to 68 years, because life expectations are now longer and care costs higher!

In addition: saving on the account are basically charged 3 times: taxes, inflation and negative nominal rates = long term purchase power reduced tremendously
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Metals are the key for the energy transition
• Our renewable energy expert, Mr. Renaud Saleur, is rightly pointing out that green energy stocks and clean energy ETFs are
globally over crowded. Price momentum has weakened and the sector has underperformed massively in 2021. Real investment
opportunities, though, exist in metals and oil companies in their transition phase, which eventually will emerge to lead the green
revolution.

Electric cars or wind parks: most needed metals: copper, Zinc, Nickel, etc.
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The return of inflation and a new commodity supercycle
• Our best in class fund Baker Steel hosted a presentation and confirmed their view that we are in a new paradigm; thus aligning
with the view of our other best in class funds like Alkeon and Flossbach,
• We are in the midst of an historic government spending and stimulus program, with the focus on low carbon industries (according
to WHO, air pollution is considered the greatest environmental threat to health). We are also in a new technologies cycle and
policymakers will need to solve the issues of social inequality. Equity, real assets, commodities and gold are the right hedges
against inflation.
• Miners are undervalued relative to general equities and speciality metals are the key for the green revolution. In fact, to achieve
net zero by 2050 it will require over a trillion dollars in capital expenditure in the mining sector alone.
• Also, silver demand is increasingly driven by green technology (solar photovoltaic and silver automotive demand is rising).

No major new discoveries in Gold and Copper

New large scale base metal projects needed

Not enough copper is being discovered
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Labor force growth
• The economist Mr. Edward Yardeni has produced a very interesting analysis on US live births & deaths. He comes to the
conclusion that, after the pandemic, already weak labor force growth worsens as the result of births declining and deaths
increasing.
• The population under 16 years old is not growing. Therefore, a shortage of workers is going to force wages up and companies
will be driven to find the means to boost their productivity (via automatization).
• The average age of Americans is increasing. In the opinion of Mr. Yardeni, older consumers are more likely to resist price
increases than younger ones. But, nevertheless, companies will still need to boost productivity (= increase capex = investments
= good for equity markets), in order to keep the retail price of goods under control.

Number of deaths massively increased during the pandemic, meanwhile births felt. (Source Yardeni Research)
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Lower-wage workers increasing more than higher-wage
• Mr. Ed Yardeni also shows how the salary of lower wage workers is increasing at double the pace of higher wage workers. As we
recently observed, there is a shortage of both skilled and unskilled workers. Therefore, global wages should increase further. This
is good news for consumers: higher salaries are translated into higher consumer spending, which contributes almost 70% of the
total US GDP.

Average hourly earnings: all vs lower wage vs higher-wage workers (USD per hour): lower wage increasing at double the pace (source: Yardeni Research)
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Nutrition habits in U.S.

64% of U.S. adults are not following any nutrition rules! Poor and unhealthy nutrition explain the fragile health condition of US citizens (Statista / Flowbank)
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S&P 500 Index vs its seasonal pattern (average daily return 1990-2019)

We are entering the usual summer weak seasonality period (source: topdowncharts.com / Flowbank)
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Biggest oil reserves worldwide
• Venezuela has the most important oil reserves worldwide,
followed by Saudi Arabia, Canada, Iran, Iraq
• US owns only 4%

Visual capitalist
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General news
• Nike could surprise the market with impressive earnings and even China sales could increase in all categories. Therefore, the
consumer protests about the stance over Xinjiang did not have real repercussions on Nike, after all. Adidas also revealed a
positive surprise to the market.
• Volkswagen announced that, by 2035, it will cease sales of petrol and diesel vehicles in Europe. Meanwhile, a similar outcome
in USA and China will take longer, but the main goal of VW is to be CO2 neutral for the all its models by 2050.
• We were also reading in different media that Israel is introducing new restrictions because of the new Delta mutation. The number
of new positive cases has been increasing to now include even vaccinated citizens. We are of the opinion that the media should
inform in more detail the seriousness of the Delta variant on vaccinated citizens. Reading the headlines, it would appear to be a
fact that vaccinated people are not immune against the new variant of the virus. If so, this would certainly be alarming. The shares
of biotech company Moderna reached an all time high after announcing that its vaccine produced protective antibodies against
the Delta variant. If so, it looks like there is no justification for the panic. Observing the reaction of global equity markets, it looks
like the investor community is of the same opinion.
• Last week we mentioned the possibility that giant US tech companies could be forced to spin off some business parts, but that
this could also have a positive impact on their valuations. An example would be the valuation of Instagram: Facebook bought
Instragram for USD 1 bio back in 2012 and today Instagram`s estimated worth is USD 600 bio. But, observing the recent decision
of the federal judge not to back the FTC (Federal Trade Commission) claim against Facebook on monopoly over social networking
grounds, arguing lack of evidence, it now looks like such risk is reduced. But not completely vanished, so we expect new moves
from the side of the FTC.
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Bitcoin news
• UK FCA (Financial Conduct Authority) and the Japanese financial regulator both banned the crypto platform Binance. However,
as Binance is an international company, users can continue to trade on their app. The reasons for the ban are concerns about a
potential involvement in money laundering and fraud.
• Meanwhile, a group of the largest US cryptocurrency exchanges and custodians are tackling the challenges of bringing digital
assets in line with the anti-money laundering rules as they currently exist in traditional finance. The first version of a proposed
solution has been put together by a team of engineers from BitGo, Coinbase, Gemini, Kraken and Fidelity and the proposal should
comply with the Financial Action Task Force`s (FAFT) guidelines. At the moment, it is very difficult to quantify the volume of
suspected money laundering transactions. It is proven that such transactions do happen, but market experts are of the opinion
that they represent a minimal part of the overall volumes. We are of the opinion that crypto payments were the only way to avoid
having to use the global SWIFT payment system, especially for sanctioned countries. The dilemma is going to be whether FAFT
regulations going to be apply also on the crypto currencies space. If this would be the case, the negative impact is going to be
major and more significant than market participants could be expecting.
• The US company ARK Invest (Cathie Wood) files to create a bitcoin ETF with the Swiss company 21shares- The ARK 21shares
Bitcoin ETF. This is quite a milestone for the Swiss company and is a confirmation that they are one of the best providers
worldwide.
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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.

12

