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Distribution of equity and debt ownership in U.S.
• We share an interesting chart by Mr. James Bianco of Bianco
Research, whereby the top 1% of Americans own 53.3% of all
stocks in U.S. and the top 10% own 88.7% .
• The bottom 50% own less than 1%
• The picture looks very different when analyzing liabilities. The
bottom 50% of Americans hold 56.7% of consumer debt and the
bottom 90% even 91.9% . Therefore, we can assert that the top
10% in USA holds 8.1% of consumer debt.
• This chart is not only showing the huge wealth inequality in the
country, but also shows that the top 1% of Americans are
strong holders of equities and, therefore, this is a solid
base for the equity market.
• Needless to say, in order to have long term sustainability and
stability throughout US society, the government clearly has to
further support the lower classes. Therefore, the marginal
increase in taxes proposed by the Democrats is more than
understandable. The common prosperity program in China
aims to reach the same goal: reduce the huge gap of inequality.

The top 1% old 53.3% of US stocks, but only 8.1% of consumer debt
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Global tax
• As mentioned last week, more than 130 countries agreed to set
a minimum tax rate of 15%, as governments look to end a race
to the bottom on agreeing corporate taxation.
• This is also a step in the direction to close the worldwide
inequality gap.
• But, at the end of the day, only 2 countries were under the 15%
threshold- Hungary and Ireland. Ireland’s finance minister
announced that estimates show a forecast loss of around USD
2.3 billion revenues, as a direct result of the tax threshold
increase.

Corporate tax rate in 2020
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Green transition
• The economist Mr. Edward Yardeni argues very eloquently about the key dilemmas facing the green transition. Climate change
activists are working hard to save us all from natural disasters, which they believe are getting worse, as a result of all the CO2
that humans have and are spewing into the atmosphere.
• But, the demand for energy is increasing faster than renewable sources of energy can replace the looming shortage of fossil
fuels, as energy companies slash their spending on developing these sources. At the beginning of 2021 KTS argued the same,
especially when the price of oil fell below 20 USD and the world was calling the energy sector “dead”. Energy is by far the best
performing sector YTD, followed by financials (because of higher longer term interest rates). KTS did forecast this, although, in
retrospect, we should have invested more aggressively.
• Mr. Yardeni adds that, ironically, climate change may be making renewable sources of energy less reliable if wind and
precipitation patterns change. As a result, of which, we will continue to need fossil fuels at least as backup sources of energy when
the renewable sources are down. But, there may not be enough fossil fuel available if energy companies stop investing to obtain
future supplies- now there is a dilemma!
• The paradox of our human condition is that we are at risk of more frequent and more catastrophic natural disasters if we do not
address climate change more quickly. But we could also freeze in the dark, if renewable energy sources fail and alternative fossil
sources are scarcer and extremely costly when we need them.
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Green transition
• Therefore, for investors, the dilemma is that the more we invest in clean energy the less capital will be available for fossil fuels.
• The result could be higher fossil fuel prices with the stock prices of fossil fuel producers (with the lowest ESG scores) rising faster
than companies with low carbon footprints (with high ESG scores).
• In KTS’ eyes the truth lies in the middle, where oil giants are going to invest more in greener energies to reach higher ESG scores
and reduce costs for CO2 futures, but will still profit from higher fossil prices. We are reading that Aramco, for example, but the
other oil giants as well, are profiting hugely from the natural gas price crisis, which is boosting the demand for oil by 500’000 bpd
(barrels per day). We are genuinely convinced that policy makers are going to allow higher fossil consumption in the case of a
deterioration of the current crisis, or similar crises in the future. We believe that no policy maker wants to be blamed for being the
cause of a recession, especially when the world is slowly, but surely, “screaming” for normalization and a good life again.
• Finally, because renewable energy sources are much less reliable than oil, gas, coal and nuclear, fossil energy sources are going
to stay with us longer than we think. Our best in class fund Flossbach is also of this opinion and the manager also argues that
sustainability is not synonymous with renewable; rather governance is the key to social and environmental sustainability.
Therefore, it is not a bad thing to have the oil giants around for longer. However, the traditional oil companies need to invest more
in green energy sources. Then, with political support and encouragement, everyone will be moving in the right direction.
• KTS is going to stay invested in the energy sector with our oil expert, who is focussing on energy companies in a transition phase
to get “greener” and aim to achieve a better ESG score, which is supposed to be translated into higher share prices. Also, via our
best in class fund Bakersteel we are indirectly invested in ESG recycling companies of speciality metals, alongside primary
production. We feel comfortable with our investments, though we do not intend to increase our exposure.
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Performance of the S&P 500 Index during winter months (October to April)
• We share an interesting chart from Mr. Mensur, head technical
analyst at JB. We can observe that, during the winter months,
the S&P 500 Index averages a 14% performance annualized vs
0% during summer months.
• The analysis used data covering the past 60 years.
• We believe in a typical FOMO rally before year’s end, but
during Q1 2022 the risk of disappointment from a Q4 2021
economic slowdown is very high, especially considering the
current energy crisis.
• In the recent weeks, Chinese officials have begun an
aggressive power rationing program, especially in some
provinces with energy-intensive sectors like steel, chemicals
and cement. According to UBS, the Chinese economy is going
to experience a slowdown up to 30% for such energy-intensive
sectors and regions.
• Should markets reach new highs at year end, KTS will re-invest
in put options as a hedge for disappointments into Q1 2022, in
addition to holding onto managers like Z22 and ABR.

Picture Title
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Upcoming earnings season
• The chart by Mr. Jurrien Timmer is basically suggesting a
possible “floppy” market development going forward, when
market’s fundamentals are at an inflection point.
• Earnings growth is expected to remain robust, though
estimates and upward revisions by analysts may have peaked.
• Taking into consideration the recent energy crisis, which should
cause a slowdown in economic growth and that many workers
are still in lock down. As well as supply bottlenecks from
semiconductors to shoes makers like Adidas, Nike and ON
(because of lock downs in Vietnam) and others; it will be very
difficult to expect positive surprises from the upcoming results
season.
• The economist, Mr. Yardeni is also arguing that the Q3
earnings reporting season is going to experience lower growth
rates and managements are going to give cautious guidance.
Questions about the global 15% corporate tax could also have
a negative impact.
Earnings growth remain robust, but estimates have peaked=wobble markets
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Inflow into Bitcoin and Gold funds
• In our report of last week, we showed a chart of the asset
manager Incrementum showing massive inflows into physical
gold.
• This week we have come across a chart produced by JP
Morgan, showing the inflow into bitcoin funds vs gold. As we
can observe, the younger generation clearly favored bitcoin
over gold as a hedge against inflation and this fact surely
explains the recent weakness in the gold price.
• Silver fundamentals are actually stronger than gold. Solar PV
demand now exceeds the decrease in demand from the
photographic film industry, according to the hedge fund
manager Otavio Costa (Crescat), as does our best in precious
metals class Bakersteel.

Cumulative flows into Bitcoin and Gold ETF: source JPM
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Semiconductor shortages
• Apparently, there is some light at the end of the tunnel on the
subject of semiconductor supply shortage, which appears to be
easing.
• Also, shipping prices from China to the US are starting to fall.
• Therefore, we think that the peak is probably behind us.
However, we are reading rumors in media reports that Apple
needs to cut its iPhone 13 production by 10m units for the
quarter, impacting Apple’s revenue by USD 3bn-4bn. It is
difficult to have an exact idea of what the situation is regarding
the shortage. Apparently, the case of Apple is not an
isolated event, as the gap between ordering a chip and
delivering it recently hit a record delay of 21.7 weeks. Until
October 2020 it used to be around 13-15 weeks.
• Apple also have more issues on different fronts, like App Store
fees, regulatory issues, and demand headwinds, especially
from China.
Semiconductor shortage reported by global manufactures :source HIS markeit
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General news
• The price of a used Rolex has increased 50% since May 2020. Even used watches are now an additional sector profiting from
the huge central bank liquidity injection. How far can it go with central banks now starting to taper?
• Our best in class fund Mikro Finance, expert in factoring and micro finance, is launching the IPO in US of its Russian car-sharing
branch Delimobil. Delimobil revenues are developing strongly and it is the right timing for an IPO, which is going to be led by
JPMorgan, BofA, Citigroup and VTB Capital.
• The Chinese President Xi Jinping is embarking on a round of inspections of financial institutions. Authorities aim to understand,
whether state-owned banks, investment funds and financial regulators have become too chummy with private firms; especially
those that have recently landed in Beĳing’s crosshairs, such as property giant China Evergrande Group, ride-hailing company Didi
Global Inc and financial-technology firm Ant Group. The leadership will also use findings from the inspections to decide whether
to slash the compensation of the executives who run these state financial juggernauts.
• KTS understands the strategy and we would not be surprised if major scandals are going to be uncovered. Analyzing historical
scandals within Indian state-owned banks, or other countries, it would appear certain forms of malpractice are the same
everywhere.
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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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